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.. In praise of inflation 


Si&—Your Economics focus (July 
25th) correctly represents my 
views about Japan’s need for 
inflation. However, several of the 
objections you raise are either 
dealt with in the papers you men- 
tion or fail to stand up to close 
examination. 

You say that “in most modern 
economies governments no 
longer literally print money. 
Instead, they buy financial 
assets." Indeed, my analysis was 
conducted entirely in terms of 
conventional open-market oper- 
ations (though other economists, 
such as Charles Goodhart, have 
suggested that the Bank of Japan 
buy assets other than short-term 
government debt). 

You then suggest that banks 
might simply hold on to any 
increase in monetary base, rather 
than lending it out. True—but 
this is no different from the prob- 
lem facing a liquidity-trap econ- 
omy in which increases in the 
money supply do not make peo- 
ple willing to spend more. That is 
why I argue that current mone- 
tary expansion is ineffective by 
itself, but must be supplemented 
by a credible promise of ongoing 
inflation over the long term. 

Where I really start to get con- 
fused, however, is when you 
assert that the money supply 
might fail to rise because 
"savers...are likely to plonk their 
cash overseas" Who exactly 
would be buying those yen, and 
how would they be making them 
disappear? 

lam quite baffled by your con- 
cern that increased inflationary 








The Economist, 25 St James's Street, London SWiA 1HG 


expectations would raise interest 
rates so much that real rates 
would increase. Every analysis 1 
know of says that even under 
conditions of full employment 
expected inflation raises the 
interest rate by the same 
amount—no more. As Japan 1s 
now very far from full employ- 
ment—with the real interest rate 
constrained above its market- 
clearing level by the inability of 
the nominal rate to go below 
zero—one would. surely expect 
expected inflation to lower, not 
raise, real rates. 

Having a carefully worked- 
out, internally consistent analy- 
sis is no guarantee of being pre- 
cisely right; it is entirely possible 
that I am precisely wrong 
instead. I know that the whole 
line of thought sounds bizarre to 
people accustomed to thinking 
of price stability as an absolute 
good. However, my argument is 
no more bizarre than. Japan's 
plight and if there are holes in it, 
they are not quite as obvious as 


the ones you suggest. 

Cambridge, PAUL KRUGMAN 
Massachusetts MIT 
EUER NERRSNNILADUNESTURTSYNTe EE C MECNCI BN A a 


Madame PESC 


Sig—I was surprised by Charle- 
magne's article (July 18th) on the 
future Politique Etrangére et de 
Sécurité Commune (PESC) of the 
European Union. Monsieur PESC 
is characterised throughout the 
article as male with persistent 
use ofthe words him, his and he. 
Did it ever occur to you that the 
best “man” for the job might be a 
woman? As horrifying as it may 
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sound, there are many women 
qualified for this position and I 
am alarmed that you presume 
onlya man could do the job. 

How about a Madame pesc? 
As foreign-policy adviser to the 
Eu one must be capable of negoti- 
ating and mediating, and be sen- 
sitiveand aware ofhuman-rights 
issues—all typically female char- 
acteristics. Perhaps a woman 
would be able to change things 
for the better. 

Women have achieved a great 
deal in European politics this 
century. It is a shame that you 
remain stuck in the last one. 
CAROLE TONGUE 

MEP 
C T NEIN REESE PEE .- 


Dioxin deaths 


Sır--lf, as you state ("The burning 
issue", July 25th) “dioxin is so 


toxic that a dose no bigger than a _ 


grain ofsaltcan kill a man", how 
come nobody ever died of it? 
Dioxins are fatal to guinea pigs 
but not to human beings. 

St Gingolph, 

Switzerland ^ H.VERITYSMITH 


Editor's note: Dioxins kill slowly, 


through cancer, not rapidly, like a 
conventional poison. 
RIEN cf PDC a T PEE EA EIEE onsen sane Y — 


Wood preserver 


Sir—In 1997 forests covered 40.4% 
of Costa Rica ("Your pollution, 
our forests", June 27th); in 1987 
only around 32% was left. I under- 
stand your surprise at the recent 
improvement on this figure, 


given the high rates of deforesta- 


tion. But the reason is not, as you 
report environmentalists to 


Newspaper Limited. Printed in Singapore by Times Printers Pre. 11, Publisher The Economist Newspaper Limited. 
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other services such as preserving e 
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proved a new diens 
lawanda fuel tax that gives forest 
owners about $20m a year to pay 
for the environmental services 
the country receives. We think 
that the world should pay its fair 
enefits that are global: 
biod ersity. and carbon fixation. 

mmbridge, — 

Massachusetis ^ RENE CASTRO 
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Reforming Russia 


Sig—You imply that there are 
only two choices for policy 
towards Russia (July ith): either 
support Boris Yeltsin or face a fas- 
cist Ta The West is repeating 





Gorb: govern- 
ment was Picus to fall, the West 
supported it, fearing and dis- 
trusting Mr Yeltsin. Now the West 
is. putting all its eggs in Mr 


 Yeltsin's basket, fearing a change 


of government in Moscow. This 
is sterile thinking. Reform will 
not happen without trust and a 
bit ofhonesty. The current finan- 
cial crisis is due to a lack of trust 
which has prompted a capital 
flight. — 

Political change in Moscow is 
coming. Regional leaders, some 
big businessmen and the opposi- 
tion in parliament want early 
parliamentary and presidential 
elections. The West fears ideolog- 
ical change in Moscow. The cur- 


rent crisis is not ideological, but 


ethical. That is why mr credit is 
not the solution. 














EXECUTIVE FOCUS 


Consultants/Senior Consultants /Managing Consultants 





With 1,800 consultants and 
more than 30 offices in Europe, 
Asia, Africa, and the Americas, 
Gemini Consulting is a leading 
global management consultancy. 
Dedicated to helping clients 
implement strategic change, the 
firm has earned its reputation 
through a simple but powerful 
belief: people matter. We know 
that the best consulting solutions 
are those that the people of an 
organisation can wholeheartedly 
embrace. Through the power of 
people, Gemini helps companies 
achieve lasting results quickly 
and with the highest impact on 
performance. 
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| ife Sciences 


Talent, dedication, commitment, and an unparalleled desire to make a difference 


- these are attributes that separate what is merely good from what is truly 
excellent. Not coincidentally they are the very same attributes which distinguish 
Gemini consultants. 


Gemini Consulting is an independent subsidiary of the Cap Gemini Group, onc 

of the world's largest consulting and IT services organisation. To meet the global 
aspiration of improving the health of the world population, a new sector, Life 
Sciences, is emerging in the global marketplace. To help the industry master the 
dramatic changes it now faces, Gemini Consulting and Cap Gemini have jointly 
built the Life Sciences Group (LSG), combining the industry experience of Gemini 
Consulting with the IT excellence of Cap Gemini. 


Our rapidly growing business requires that we add significantly to our global team. 
We are seeking a number of experienced, senior-level consultants with an exceptio- 
nal track record either in pharmaceutical or related industries or in a respective prac- 
tice in a recognised consultancy firm for our European and US offices. 


Ideal candidates will possess an MBA or equivalent qualifications from a leading 
business school and 3 — 10 years’ working experience. We require exceptionally 
talented individuals with proven leadership and team motivation skills, along with 3 
excellent analytical and conceptual capabilities. You also must be able to demonstra- 
te maturity, self confidence and indepth knowledge in vour field of expertise to 
work with clients at all levels. In addition to English working knowledge of at least 
one other language is desired. 


Our unrivalled career opportunities around the globe, truly unique working environ- 
ments, and an excellent salary and benefits package are designed to attract the best. 


Interested in joining the LSG team? 

Please contact Lynn Currall at Gemini Consulting, One Knightsbridge, London 
SWIX 7LX, England or forward your CV via facsimile to «44 171 340 3411 

or via e-mail to lynn_currall@gemcon.com 


Gemini Consulting is a member of the Cap Gemini Group. 
For more information: www.gemcon.com 


GEMINI CONSULTING 
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and Re sults Count 


The Telecomms market is always going to be tough. 


There's no reason why it shouldn't be fair. 





Senior C ompetition Case Investigators 





The Telecommunications duy has ben in a state of E 
evolution since its deregulation: the technological advances, for 
example the convergence of voice and data, have made a large 
contribution to this. And from this year all telecomms carriers 
and service suppliers will operate within a single European 
Market, Against this background, the government is strengthening 
OFTELS competition powers, ensuring that open competition is 
fair competition. As a Senior Competition Casework Investigator 
you will be responsible for the investigation of serious allegations 
of anti-competitive behaviour and the application of the new 
competition legislation in telecomms. 

You will have the challenging task of applying investigative skills 
to a dynamic and fiercely competitive market. In doing so, you 


will be helping OFTEL achieve 


its ultimate goal of ensuring the 
| best possible deal for the 
Office of Telecommunications 


customer in terms of quality, 
choice and value for money by 
promoting competition in the 





Substantial six figure 
package 


One of the most senior and BERA stunieny roles in corporate life. Highly aE URN at the 


Global Multinational 






market. You will be expected t to ie three to five years 
experience in competition law or economics or other similar | 
investigative post working in a multi-disciplinary 
Personal resilience, excellent judgement and ges | ommunication | 
and negotiation skills are also essential) ^^ : 
The salary will be in the range £30, 000 to 5 £50.06 000. 

More could well be available for someone with exceptional . 
ability and experience. 

The Telecommunications revolution is set to change. all our 
lives. If you want to be part of this revolution, more details and 
an application form (to be returned by 14th August 1998), can 
be obtained from Capita RAS, Innovation Court, New Street, 
Basingstoke, Hampshire R.G21 7]B or telephone 01256 468551 
(24 hours) or fax 01256 383786/383787. 

Internet: http:/ /wwrw.rasnet.co.uk/ 

Please quote reference B3858. 






Ofel is an equal opportunity employer. 


CAPITA 





London 


m A : 1 


heart of this world-renowned Group operating substantial businesses on every continent. 


THE ROLE 

M Working closely with the Chairman and Executive 
Board members to define and implement best 
practice in all aspects of strategy and business 
planning. 


Lead and manage the annual planning and 
appraisal process at Group and subsidiary level 
to ensure that individual business unit strategies 
are complementary, challenging and robust. 


Support and shape the Board's thinking through 
discussion. documents, scenario plans and high 
level strategic workshops. 


Leeds 0113 230 7774 
London 0171 298 3333 
Manchester 0161 499 6700 





| Selector Europe |: 


Spencer Stuart 


THE QUALIFICATIONS 

M Very high calibre strategy pisfesichsi within a 
major consultancy or another blue-chip $ multi- | 
billion international Group recognised. fer. the 
quality of its strategic thinking. 


Active involvement in the design and management’ | 
of a substantial Group-wide business planning and — 
appraisal cycle. Hands-on business management- o5 
experience is also desirable. 


Highly effective communicator. and.. networker. | : | 


Please reply with fut details to: 
Selector Europe, Ref. FMW/26888-4/78, 
16 Connaught Place, 


H 
H 
i 
i 
i 
| 
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My poems 
reflect that. 
And so does 
The British 


Council." 


Here at The British Council, we work with artists sach as 

Benjamin Zephaniah to build firm links with countries throdghout the 
world based on partnership and mutual understanding. 

To help us do so, we're looking for high calibre people to become our 


senior managers of the fature. 
But we don't want pen-pushers. 


Instead, we'd like to meet dynamic individuals with managerial flair 
and a successful track record overseas. Outstanding communicators 
who can lead and motivate a team whilst developing long-lasting 
relationships across international boundaries. And innovative 

lateral thinkers who share our refreshingly far-sighted. flexible 


and open-minded approach. 


If this describes you, please call our consultants at Scott Edgar 
Response on 0171 269 6239 to find out if you fulfil our initial criteria. 


| Ronen One) | 
‘on le] lel le The Visit our website hftp:/wwwbritcoun.org/jobs and find out more. 
exer E E Rene 


T1111 B it} h The British Gouncil. registered in England haritu no. 209131. 
emet E K Rene ritis e gistered in England asa charity 


^T Tel Rel lo . is The United Kingdom's international network for education, cultare 
eooeooe V/OUDCI and development services. 
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RADIO FREE EUROPE 
RADIO LIBERTY 
EN Free Europe/Radio Liberty (RFE/RL) currently broadcasts 


|] in 23 languages to 20 million regular listeners in Central and 
. Eastern Europe and the former Soviet Union. RFE/RL is seeking 


Lil a well ciara caneloate to serve in its new broadcasting 


service to Iraq, as 


Director 
Iraq Broadcast Service 


The Broadcast Director directs and manages the operations 
of the broadcast depart tn 





objectives; is responsible for program development and 
implementation and for editorial control; and administers 
the department's budget. You will ensure that news output, 
information and feature programs are balanced, accurate 
and conform to RFE/RL policy and the highest journalism 
standards. The position /broadcast operation is located in 

| Prague; the Czech Republic and will include overall respon- 
sibility for correspondents located elsewhere. 


Bs | The successful candidate must be able to speak Arabic (Iraqi 


dialect preferred); have English language fluency; a broad 


knowledge of the political, economic, and social situations in 


Iraq; general knowledge of Iraq's history and culture; and 
general knowledge of international affairs, particularly in 
RFE/RL's other broadcast areas. Other requirements include 
a university degree in journalism or related field or equiva- 
lent; a minimum of 10 years' news journalism experience 
including work in a fast-paced organization with tight dead- 
lines; and a minimum of 5 years' supervisory experience in a 
news organization that included complete responsibility for 
budgeting, managing staff and resources, and organizing 
work processes. Fluency in other languages in the RFE/RL 
broadcast region and previous experience with broadcast 
journalism are desired. 


For consideration, send cover letter and CV no later than 
August 21, 1998 to: 
in Prague: 
Fax: 420 2 2112 3420 
E-mail: HRPrague@rferl.org 
Rafio Free Europe/Radio Liberty 
Human Resources Dept. (Iraq Dir.) 
Vinohradskal 

110 00 Prague 1 
Czech Republic 


in D.C.: 
Fax: 202-457-6974 
E-mail: HRDC@rferl.org 
Radio Free Europe/Radio Liberty 
Human Resources Dept. (Iraq Dir.) 
1201 Connecticut Avenue, N.W. 
Washington, D.C. 20036 


No telephone calls will be accepted. 


RFE/RL is an Equal Opportunity Employer 
committed to workforce diversity. 


nent; sets the department's goals and | 








Faculty of Econo ‘ics Europa Institut 


Professorship of Scion and 
European Integration 


Meteor 







































Applications are invited bo suitably qualified 
persons for a ioint appointment | at the Faculty 
of Economics and the Europa Institut which is 
an interdisciplinary Dieses insti itution at the 
University of Basel. 


The successful candidate i is expected to teach 
courses in International Economics and the 
Economics of European Integration for a class 
of 30 - 40 students within the interdisciplinary 
graduate program (such. as Economics, Law, 
Political Science, History) c offered by the Euro- 
pa Institut. Classes can be taughti in German or 
English. A working knowledge of German i is re- 
quired, E 









ean 


This appointment will be made at a level appro- 
priate to the successful applicant's qualifica- 
tions and experience. Aassistant. professor, 
tenure track, full. "ptéfessbn. Sémmencing 
October 1* 1 1999. S 


The "me at the. cree Institut is fun- 
ded on the basis of a 50 p.c. employment 
(4 hours teaching per. week during the semes- 
ter). 


Further funds may also be made available for 
teaching and/or research in European studies. 
The appointee is permitted to undertake pri- 
vate consulting in accordance with University 
regulations. 


The successful applicant should demonstrate 
outstanding scholarship and research in Euro- 
pean affairs, the ability to provide leadership to 
the institute and should also have strong inter- 
personal skills, 


Prior to application, further information can be 
obtained from. 


Prof. Dr. Georg Kreis, Europa Institut an der 
Universitat Basel, Gellertstrasse. 27. PO Box, | 
4020 Basel, Tel. 0041 61 317 97. 67, Fax 0041 . 
61 317 97 66, e-mail: kreisg@ubaclu: unibas. ch 

or http:/Awww. unibas. chieuro/index: html 










The application including curricu m vitae, full 
list of publications (withot opies. of publi- 
cations) and the names, addresses and Fax 
numbers of three referees m t be lodged by 
2r 28, 1998 with. Pro Ma ia io been 
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G & INVESTMENT 


d and Eastern Europe investment banking 
/ arm of the Austrian Raiffeisen Banking 
the following positions in the 


rivatisation, Bank gi and EXECUTIVE Dii 


eee, : £50,000 + benefits 


INTERNATIONAL TOBACCO GROWERS 


The International Tobacco Growers’ As 
a forward-looking, energetic Executive 
the 21-country membership, manage 


ae cal mandotes | activities and be ITGAS spo 


US rate finance advisory assignment — — & 
© Bank t advisory and bank training mandates | Candidates should have an unders 


| | international tobacco business, partici 
The sigan rog require either long term relocation of short term missions in the interests of tobacco growers. You 1 | 
Central and Eastern Europe, including South East Europe (Ukraine, Romonia, travel extensively and able to speak exc 
Moldova, Bulgaria) and Russia. The positions demand a degres i in Finance, S eee es 
Law or Economics (at masters level] and a minimum of 4 years’ experience i panist sipa Ce excellent 
~ including at least 3 years in Central and Eastern Europe with relevant track organisational skills, with public a 
record. The candidates should be fluent in English (German, Slavonic " : ; oe 
languages are of certain advantage), articulate, energetic with excellent Io apply for this post, send your C 
communication skills. EU citizen or residence permit in Austria i is a pre- | rewards, to [TGA Application, c/o I 
requisite for Vienna position. : | Relations Ltd, Canister House, 27 
| Winchester, Hants, England 5023 8 
for applications is 25th September. 
held in London. Further informatio 
DSU * Raiffeisen Investment AG + Reisnerstrafse 40 + A-1030 Vienna be found on www.tobaccok 
Phone: +43 1 1710 54 00 * Fax: +43 1 710 54 00 69 
dsuG riag.raiffeisen.at 


EC Interested candidates should send their detailed recent Curriculum vitae 
m (referring to chosen position) fo: : 


< Marine 
Stewardship 
Council 





V An exciting new global, charitable organisation concerned with the promotion of sustainable and responsible ; | 
fis! ng. the MSC seeks to appoint a | | 


;F EXECUTIVE £50 - 55K | 


( Expatriate packages negotiable 











xdission of the Marine Stewardship NT is to work for sustainable marine fisheries by promoting 
ponsible, environmentally appropriate, socially beneficial and economically viable fisheries practices, whil: 
- maintaining the biodiversity, productivity and ecological processes of the marine environment. 





— | The Chief Executive will be an enthusiastic advocate for the MSC initiative. An understanding or awareness. of | 
-. | marine conservation issues would be a distinct advantage, and a proven ability to gain a thorough grasp of new 
~~ | issues quickly is critical. The incumbent will have a track record in the management of staff and budgets. It 

- | likely this will have been gained i in the not-for-profit sector. The successful applicant will have demonstrated drive | 
| and resilience, practical creativity, excellent leadership and motivational skills, and outstanding personal presence. 















E The successful candidate will be based in the United Kingdom and will report to the Chairman and Board of | - 
. | Trustees of the MSC. He/she will be an ambassador for the MSC, building networks and support for the | 
ee organisation. The Chief Executive will have worked internationally and have a proven ability to operate in a cross- 
cultural environment. He/she is unlikely to have been educated below first degree standard. 


-. | The post will include the management of a small central management team of full-time employees, as well as a 
E number of consultants based around the world. | 









EE d | For further details please write with your CV to Brendan May, Chairman's Office, Marine Stewardship Council, 
P ko 5 119 Altenburg Gardens, London SWII 1JQ. Closing date: August 31st, 1998. 
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TAD METALS S.p. A. a  Bürópan. MEE organization in 
stainless steel distribution, is looking for an 


ADMINISTRATIVE DIRECTOR 


: donde office and warehouse in DUBAI (Jebel Ali free zone) U.A.E. 


Responsibilities: 

* Accounting and balance sheet. 

* Monthly/annual reports. 

* Contacts with banks. 

* Full responsibilities in import/export, Letters of Credit and 
relevant negotiation. 









* Managing logistic of the warehouse. 
Handling the administration of a consignment stock, 










Requirements: 
* Economics studies. 
* Minimum 10 years of working experience of which at least three 
in Europe. 
* Fluency in English. 
* Strong personal motivation, flexibility and capacity to 
take responsibility. 








Capacity to manage the daily activity of a warehouse. 






salary will depend on experience / personal history and 
qualifications. 









| Detailed curriculum vitae should be sent to: 
TAD METALS S.p.A. - attn. Mr. Giovanni Lombardo - Corso di 

Porta Nuova 13/15 - Italy 20121 MILAN - Fax +39 026263230. 
Email: tadmet@tadfin.com. 









= The International Federation of Red Cross and Red 
Crescent Societies is secking to fill the management position of 
SPHERE PROJECT MANAGER, (phase Il of the Sphere 
Project); Steering Committee for Humanitarian 
Response/InterAction which is based in Geneva. 







The appointee will play a leading role in designing the overall 
scope and working methodology of the phase II of the project and 
determining appropriate timelines for the work. He/She will work 
with the management committee in selecting the Sector 
. Managers who will be seconded from participating agencies; 
|. coordinate and manage the execution of project activities and 
haise with other operational agencies, donor institutions and 
research bodies. 















.. Qualifications include a university degree with at least 5 years of 
| field experience in relief work. Relevant post graduate experience 
would be an asset; Experience in managing relief programs in a 
diverse and geographically disbursed team will be key. Good 
English skills are important and competency in French/Spanish 
would be an asset. Candidates must be prepared to undertake 
some travel. 












| "The. International Federation is an equal opportunity employer. 
.]. Applicants should send their curriculum vitae quoting vacancy 
| number 98-173 no later than 20 August, 1998 to: 
| Head, Recruitment & Human Resources Planning 
International Federation of Red Cross & 
Red Crescent Societies 
PO.Box 372 
| CH-1211 Geneva 19 
. Switzerland 
FAX: (41) (22) 733 17 27 
email address: vacancies@ifre, erg 


















The World Bank i Groüp da invites applicants 
March phon intake of its 





PROGRAM. 








The Program is a starting point for careers in the Bank Group. 
It is designed for highly qualified women and men skilled in 
economics, finance, and specialized fields related to the work 
of the Bank Group. It provides the opportunity for 
professional development through on-the-job experience and 
exposure to the Bank Group's operations and policies. Young.» 
Professionals start with two assignments of up to a year each 
in duration in different departments. Each assignment 
typically involves at least one geld visit. 


Each year, about 30-40 young ope are selected for the | 
Program, following an international: competi tion to w ch 
more than 6,000 people apply. Applications submi ted in 
response to this advertisement should be received by O October 
31, 1998. | | 





QUALIFICATIONS 







* Masters degree or equivalent in economic , finance, ora 
technical field used in the Bank Group's operations, such as 
education, public health, sociology, anthropology, 
engineering, urban planning, and natural resource 
management. | 


* À minimum of T years? work experience in areas 
relevant to the Bank Group’s operations, or continued 
academic study at the doctoral level. 


* Excellent communication skills including fluency in. 
English. Proficiency in one or more languages relevant to 
developing countries - such as Arabic, Chinese, French, 
Portuguese, Russian, and Spanish - is a strength. 

* Proven strong analytical skills. 


* Excellent interpersonal, negotiation and diplomatic skills. 


* Work experience in development and/or private sector is 
desirable. 





* Candidates must be born on or after RNY A, , 1967 7 to be Den 


eligible. 
To Apply: 


Candidates who meet the criteria may complete (ur 
application form located on our Website at: 
www.worldbank. org/hitenl siti ypp/d faul him : 


your ix ceri birthdate and d gender) 





The Young Professionals, Progra 
The World Bank Group | : 
Room $-5064 > 
1818 H Street, NW.” 
Washington, D. C. 20433, 





























the oniy progrium deceloped by Troanirera for Treasury 


Exclusive executive ‘education shaped by corporate 
treasurers and conducted by University of Michigan 
Business M in Ann Arbor, Michigan. 






D VESTITURES 
ptember 9-11, 1998 


^h request document 41) 


CG ORPO RATE FINANCIAL 
MANAGEMENT 
October 28-31, 1998 


(request documen 42) 








THE PRACTICAL APPLICATION OF THEORY 
IN AN INNOVATIVE LEARNING ENVIRONMENT 


High caliber peer group exchange - Dynamic, 
interactive format - One-on-one faculty involvement 





A partnership between the University | = 

of Michigan Business School and — 

the Treasurv Management Association, moen Mrene seann 
the world's leading treasury organization, 





For information by fax, call toll-free 1-877-862-4636 (International 
callers can call 703-925-2416) and enter a document number. 
Or visit www.tma-net.orá/confeduc/ti/ti.html 


e two-bag limit. 


Our Traveler's Litigation 
Bag is made with our 
Flexible Unwreckable™ 
frame to double as your 
laptop bag. Inside the 
19" bag, our Insiders™ 
dividers protect your 
laptop and organize A4 
B” and letter-size papers 
vertically side by side D 
ing space for an extra shirt. Our 2 
bag (the largest carry-on size) holds your laptop, dci 
size folders and binders vertically side by side, and two 
shirts, and a suit wrinkle-free (in our Suitfolder). We make 
hard-working travel goods for frequent business travelers 
and sell direct to you. Please call for our free catalog. 


Walnut or black leather 19x 13x 8" $795. 22x Hx 8' $1,050. 


GLASER DESIGNS 


TRAVEL Goops MAKERS 


32 OTIS ST. SAN FRANCISCO, CA 94103 
PHONE 415-552-3188 FAX 415-431-3999 
. TOLL FREE 800-234-1075 ECON@GLASERDESIGNS.COM 





awa d cham dica 


The Lester B. Pearson 
Canadian Intemational Peacekeeping 


fe core canadien frternational 
i paier E, Pears MP POUL fd 


raining Centre formation en maintien de la paix 


rights standards and field practices. 
24 August - 4 September 1998 


Registrar (Code 
Pearson Peacekeeping Ce 
Cornwallis Park, PO Bo 

Clementsport Nova Scotia 
Canada, BOS 1E 








Telephone:(902) 638-8611 
erani ind 


THE MBA FOR THE 
AGE OF TECHNOLOGY 














First half unaudited results — 
| to 30 June — 
1998 1997 — 
OP RATING PROFIT £1,298m £1,321m 
PRE-TAX PROFIT - £1,062m £1,241m 


EARNINGS PER SHARE 192p  23.3p 





| cted by a number of special factors. 

i cial services and also 2 per cent — 
costs of £152 million and the = 

o recover sales tax in Brazil. em 


ui -. Pre-tax profit was 14 per cent le 
Trading profit was 2 per cei 








E ahead in tobacco, befor 
D £78 million benefit from 







: Total financial s v | paeem c 
in underwriting re ar. d arbres: fom. MET. 





The ful interi m report is being posted to shareholders and copies are aduk from the Company. Secreta, E uh 
B.A.T Industries p.l.c., Windsor House, 50 Victoria Street, London SW1H ONL a 


WT 
Economist 
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The eternal triangle 


UDDENLY the beleaguered Kenneth 

Starr, perhaps the most detested man in 
Washington, doesn't seem so beleaguered. 
Over the past fortnight the independent 
counsel has scored a series of legal victories, 
and put Bill Clinton and the White House 
back on the defensive. First the courts gave Mr 
Starr permission to question Secret Service 
agents about the president, rejecting the 
claim that this would significantly compro- 
mise the agents' ability to protect their boss. 
Then he won the right to put questions to Mr 
Clinton's lawyer, Bruce Lindsey, overturning 
the argument that the president's conversa- 
tions with Mr Lindsey (who is paid by taxpay- 
ers) are protected by attorney-client privilege. Most recently, 
and dramatically, he at last secured an agreement with Mon- 
ica Lewinsky: reportedly, she will tell the truth about her rela- 
tionship with the president in return for immunity from 
prosecution over any lies she has told about it hitherto. 

Exactly what Miss Lewinsky has agreed to say is a matter of 
dispute. All of the unnamed sources briefing the press mid- 
week were convinced she would admit to a sexual relation- 
ship with the president, which both of them have previously 
denied in sworn statements. Some of the sources said that she 
would also make a more damaging allegation: that the presi- 
dent and others told her to lie. This would add suborning 
perjury and obstruction of justice to mere lying under oath. 
Others said she would deny this had happened. 

Plainly, a lot will turn on which of these accounts is cor- 
rect. But, whatever happens next, Mr Clinton's strategy of de- 
lay and non-co-operation with Mr Starr's inquiry seems to be 
going wrong. The independent counsel has not faded away or 
been hounded out of town quite yet, though for a while it 
seemed he might be. He is still there, and his questions still 
pose a potentially lethal threat to Mr Clinton's presidency. 


Down to the wire 

Is that, as most people in Washington appear to think, a de- 
plorable state of affairs? Received opinion has it that the 
charges against Mr Clinton are trivial. Let's say he had an af- 
fair with Monica Lewinsky: so what? Let's say he lied about it: 
big deal.Do mere improprieties such as this, it is asked, justify 
Kenneth Starrs remarkable project—a four-year inquiry in- 
volving dozens of lawyers and costing more than $40m, 
which has mired the president and his aides in endless legal 
process, sapping their energy and distracting their attention 
from matters such as running the country? It all seems outra- 
geously disproportionate. The opinion polls sum it up: the 
president is hugely popular, and Mr Starr is loathed. Many 
conclude that a halt should have been called long ago to the 
whole preposterous enterprise. 
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This is wrong. Suppose the only charge Mr 
Starr can sustain against MrClinton is that he 
had an affair with Miss Lewinsky and lied 
about it, first under oath (when questioned 
by lawyers for Paula Jones), and later when 
addressing the American public on televi- 
sion. Agreed, it would be amazing if the presi- 
dent were impeached in this event—not be- 
cause of what the law on impeachable acts 
says (the rules are vague) but because the pub- 
lic mood would not stand for it. Only Con- 
gress, ever mindful of public opinion, can im- 
peach a president. Mr Clinton would have to 
bungle things badly to turn people against 
him if this is all Mr Starr can produce. All 
that’s needed is a brave recanting, a fulsome apology and ju- 
dicious mitigation—he lied to protect Monica, sweet girl; it's 
been a strain, but his marriage is stronger for it; if Hillary can 
forgive [bite lip], why can't America? No problem. 

In our view, that would be a pity. Public opinion is too 
tolerant if it regards with equanimity a president whose 
friends are obliged to draw careful distinctions between dif- 
ferent kinds of perjury (as in, perjury in an unsuccessful civil 
case is all right). Having said that, to have exposed Mr Clinton 
as no worse than a recklessly immoral man—something that 
was pretty well understood in any case—would indeed be a 
meagre return on Mr Starr's expenditure of resources. But in 
this event don't just blame Mr Starr for the cost, the delay and 
the distraction from bigger things: blame the White House. 

The independent counsel is not a free agent; his actions 
are regulated by the courts and open to legal challenge. Mr 
Clinton and his team have used this fact at every opportunity 
to delay the inquiry, hoping that people would grow bored (as 
they have, up until this week) or simply that the presidency 
would come to an end before Mr Starr did. Instead of being 
open from the start, the White House has objected and ob- 
structed at every stage, deliberately dragging things out. That 
is one reason why the saga has gone on so long. 

The other reason, as the fuss over Miss Lewinsky can lead 
one to forget, is that MrStarr's inquiry has been wide-ranging, 
and rightly so. He was first appointed to take over an ongoing 
investigation into the Whitewater scandal and related mat- 
ters. Received opinion emphasises that Mr Starr's best efforts 
have failed to tie the Clintons to any Whitewater crimes—so 
far, anyway. But nobody could argue that there was no case to 
investigate. Crimes were committed; friends of the Clintons 
have gone to jail; Whitewater was not just Mr Starr's fantasy. 

When Mr Starr presents his report on all this to Congress, 
minds may change. If he establishes a pattern of corruption 
and dishonesty encompassing Whitewater, Lewinsky and 
points between, the charge that he has crippled a fine presi- 
dent with a mischievous investigation will be refuted—and 
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Mr Clinton will be in the deepest kind of trouble. If, on the 
other hand, Mr Starr fails to tie the threads of his inquiry to- 
gether, and has nothing to show for his investigation but petty 
embarrassment for the president, expect a backlash. Laws will 
be proposed to extend and entrench executive privilege. The 


powers of the independent counsel will be narrowed, if the 
office survives at all. Mr Clinton's embarrassment will be 
spun into glorious triumph over narrow zealots and right- 
wing conspirators, terrible thought. The stakes are that high, 
and the game is not over yet. 





Dark in the east 


Europe needs Turkey. Turkey needs Europe. Both need 
to change their attitudes 


F NOTHING is done to stop it, a nonsense is about to hap- 

pen on Europe's most vulnerable border. A country most of 
whose people want to belong to the western world, and a 
western world which badly needs that country, are in danger 
of breaking apart, with results that history will groan about. If 
this is to be prevented, a short-sighted European Union and 
an introverted Turkey both need to rub their eyes and take a 
clearer look at where their post-cold-war interests lie. 

Europe needs a friendly and democratic Turkey because 
this country, with the world's 16th-biggest economy and 
NATO's second-largest army, stands on what looks ominously 
like the western alliance's new front line. Unless Russia gets 
dangerous again, it is the area to the east of Turkey that is 
going to worry the West most. Here is much of the world's oil, 
from the Caspian now as well as from the Gulf; here are a lot 
of authoritarian and unpopular governments with unpre- 
dictable foreign policies, including a tendency to take a 
whack at their neighbours; here too are the banner-carriers, as 
in Afghanistan, of a genuinely alarming brand of Islamism. 
The West needs the help of the right sort of Turkey not only for 
guarding pipelines, but also as an example of how it is possi- 
ble to be Muslim and democratic at the same time. 

Nor is it a one-way business. The Turks need to hold on to 
the West because, if they do not, their own system of govern- 
ment could take a sharp turn for the worse. Modern Turkey is 
the creation of Kemal Ataturk, who in the 1920s correctly saw 
why it was necessary to westernise his country (see page 75). 
But the Turkish generals who appointed themselves as guard- 
ians of his ideas do not seem to realise that times have 
changed. Their definition of a secular state is more aridly 
anti-religious than that of most modern westerners; their no- 
tion of democracy has today a parade-ground bark to it. If 
they go on as they have done for the past 18 months, Turkey 
will end upas just another authoritarian corner ofthe Levant. 


We need you, we accept you 


To put things right, Europe has to make the first move. This 
means making it clear that Turkey has as much right to join 
the Eu, when the Turks have met the necessary conditions, as 
any ofthe other applicants. It is true that some of those condi- 
tions are stiffer tests for Turkey than for most other would-be 
members. But Turkey can manage the tests, if it reckons that 
doing so will get it into Europe. There is no justification for 
putting Turkey into a separate category from all other appli- 
cants, as the EU wrongly did in Luxembourg last year. 

The Turks' war against Kurdish separatists has rightly dis- 
mayed many Europeans; but the worst of the war could now 
be over (see page 44) and, if a serious attempt is made to re- 
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build the economy of the battle area, this conflict can be put 
into the past. Nor is the Turks' general human-rights perfor- 
mance quite as bleakly incurable as their critics assume. Peo- 
ple under arrest now have to be taken to court much sooner 
than before; some violent policemen have been put on trial. 
There is still, to be sure, a long way to go: Akin Birdal, a lead- 
ing human-rights campaigner, lost his appeal against a jail 
sentence this week. But the road is not untravellable. 

The best way for the EU to recognise this, short of publicly 
eating its Luxembourg words, is to make use of Article 28 of 
Turkey's original treaty of association with Europe. This says 
that the question of full Turkish membership will be exam- 
ined as soon as circumstances "justify envisaging full accep- 
tance by Turkey" ofthe obligations of membership. Under the 
authority of that phrase, a European-Turkish committee can 
start regular inspections ofhow Turkey is doing, much as sim- 
ilar bodies are inspecting the performance of five other wait- 
ing-to-join countries; Turkey need no longer feel left behind. 

But Turkey also has to do its own rethinking. One part of 
this uncomfortable task falls to the leaders of its armed forces. 
Their vendetta in the past 18 months against the country's 
rather mild Islamist party has led them to behave as if they 
were day-to-day supervisors of the political process. A new 
chief of the general staff will be appointed this August. If the 
new man realises that this sergeant-majorish attitude to poli- 
tics is the sort of thing that separates Turkey from the modern 
West, he may tell his colleagues to grow more civil. 

Thesecond thing Turkey can do is about Cyprus, the place 
that could blow up any hope of keeping Turkey inside the 
western family. The Eu says that it is ready to give member- 
ship to the Greek-Cypriot part of the island; the Turks de- 
mand equality for their part; the Greek-Cypriots plan to de- 
ploy Russian missiles; Turkey threatens force if they do. There 
may now be only one way to avoid an explosion. This is for 
Turkey to say it is willing to accept the reunification of Cy- 
prus—handing back some of the territory it now holds, and 
pulling out much of its garrison on the island—provided that 
the Greek and Turkish Cypriots can negotiate as equals and 
that the result is a loose confederation which gives each side a 
large degree of self-government. There will be quibbles by the 
million; but if America and the big European countries back 
such a deal, the deal can probably be struck. 

Europe cannot decide that it needs Turkey's geopolitical 
help, and then slam the door in Turkey’s face. Turkey's gener- 
als cannot say that they are westerners, but then try to run a 
non-western sort of politics. If Europe's front line is not to 
disintegrate, they both need to get their priorities straight. 
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Chaos in Cambodia 


Last Sunday's vote was a suspect exercise, blessed indecently quickly by 
international observers. It is not too late to make amends 


YTURNING out to vote in huge numbers last Sunday, the 
people of Cambodia showed their eagerness to exercise 
their democratic mandate. By rushing to give its approval to 
the result, which was challenged almost at once by the opposi- 
tion, the main international observer group showed disturb- 
ing haste in coming to a convenient judgment. The entire 
election has been a pretty dubious affair (see page 23). The 
campaign was marred by violence, intimidation and the rul- 
ing party's stranglehold on radio and television. Now, it 
seems, there is a risk that the outside world will nonetheless 
declare the outcome satisfactory and abandon the people of 
this wretched country to their fate at the hands of a distinctly 
unsavoury bunch of politicians. That would be a betrayal. 
The outsiders, who paid most of the bill for the election, 
had been banking on the opposition's acceptance of the re- 
sults and its willingness to join a coalition with the ex-com- 
munist ruling party. Now the main opposition parties are al- 
leging fraud and threatening to boycott the new National 
Assembly.A decent election, it had been hoped, might moder- 
ate the excesses of Cambodia's dictator, Hun Sen, who got rid 
of his last coalition partner in a bloody putsch a year ago. It 
would have also conferred some legitimacy on his govern- 
ment, which would have been able to take Cambodia's seat at 
the United Nations and join the regional club, the Associa- 
tion of South-East Asian Nations (ASEAN). The rich countries 
could then have gone back to the business of doling out aid. 
That is not an unworthy activity. Among Cambodia's un- 
enviable records are the highest rate of Hrv infection in Asia 
and the highest incidence of tuberculosis in the world. But 
Cambodia needs more than financial aid. It needs a represen- 
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tative, honest and decent government. 

That may be more than anyone can deliver. Since its dev- 
astation by Pol Pot, Cambodia has found peace and stability 
equally elusive, and the outside world could argue, in its de- 
fence, that the polling would have been much worse without 
its influence. But the mess is nonetheless a mess. 

Fortunately, something can still be rescued from it. For a 
start, the foreign sponsors ofthe election—primarily the Euro- 
pean Union and Japan—must insist on full investigation of 
the charges of fraud. Without such an investigation, it will be 
hard to ensure a constitutional government with a plausible 
claim to legitimacy. That is the minimum that Cambodia de- 
serves, and that is what should be a condition both of its 
membership of international clubs and of the continuation 
of foreign aid. Thus the UN seat should not be filled until a 
proper government is in place, nor should Cambodia be ad- 
mitted into ASEAN. ASEAN's disastrous experience with My- 
anmar, accepted despite the noxiousness of its military gov- 
ernment, proves that influence is far more easily brought to 
bear before, rather than after, membership is granted. 

Europe, America and Japan, the past big donors to Cam- 
bodia, should also insist on deeper reforms. No more impu- 
nity: the government must co-operate in bringing the last of 
the Khmers Rouges' leaders before an international tribunal; 
and it must, even now, account for the killings of about 100 
opposition supporters after last year's putsch. Lastly, more 
openness in the government's book-keeping is needed. Too 
much aid has been siphoned off by a corrupt elite intent only 
on staying in power. Indulging this elite is good neither for 
western taxpayers nor for ordinary Cambodians. 





Phone tie-ups 


Everywhere, it seems, telecoms companies are merging or allying. They will 


still have problems keeping ahead of the competition 


NE of the more enduring images of business in the late 
1980s comes from a book by Rosabeth Moss Kanter, a 
Harvard Business School professor, entitled "When Giants 
Learn to Dance". She was arguing that big companies should 
liberate their staff from stultifying hierarchies. For telecoms 
giants in the 1990s, the image needs updating. It is no longer 
enough for these lumbering businesses merely to dance. To- 
day they must do so together, and in time to a complex tech- 
nical and commercial rhythm with which few are at ease. 
Giants do not come much bigger than Br and ATAT, or 
Bell Atlantic and GTE, the two pairings that took to the floor 
this week (see pages 18-20). Bell Atlantic and GTE plan a 
merger, an effort to reap economies of scale and to stay 
abreast of bigger rivals. The BT-AT&T deal will bundle the two 
companies' international assets into a single joint venture. As 
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Sir Peter Bonfield, BTs chief executive, declared hopefully: 
"The two greatest brands are standing shoulder to shoulder." 

The big question is: will these giants trip over? The Bell 
Atlantic-GTE merger may yet fall foul of regulators. The stock- 
market greeted the deal sourly, perhaps expecting a regulatory 
(and political) backlash against the entire splurge of mergers 
involving the various Baby Bells that were spun out of AT&T à 
decade ago. In contrast the markets marked up the share 
prices of Br and AT&T, both of which have been searching 
increasingly desperately for international partners. Yet it is 
hard to escape the feeling that these giants too are motivated 
more by an edgy defensiveness than by an innovative vision. 

Thus Bell Atlantic and GTE seem to be struggling to keep 
up with sBC, which is merging with yet another Baby Bell, 
Ameritech. Both Br and GTE were outmanoeuvred in the bat- 
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tle to buy another American telecoms firm, MCI, thanks to a 
much higher rival bid from WorldCom, one of a new genera- 
tion of light-footed dancers making the old giants fearful that 
they might find no space at all on the dance-floor in 20 years’ 
time. As for AT&T, its strategic mis-steps have become legend- 
ary; and its record on mergers is worse than most—its take- 
over of NCR a decade ago may have destroyed more share- 
holder value than any other in history. 


Halfway houses to marriage 


The urge to merge is driven by the notion that size is what 
matters. Yet like many other businesses, telecoms is littered 
with counter-examples suggesting that size means loss of agil- 
ity. Many mergers have ended up as disappointments. 

So is a joint venture of the BT-ATa&T type a better way for- 
ward? Certainly it is increasingly popular. Ever more compa- 
nies see joint ventures as an attractive alternative to mergers, 
even if they leave issues of control fuzzily unclear. ATAT has 
hundreds of alliances with other companies. The airline busi- 
ness, whose cocktail of old-fashioned national giants, regula- 
tors and sparky new upstarts resembles the telecoms indus- 
try's, is newly thick with alliances. Many foreign investors in 
China have opted for joint ventures with local firms. 

Joint ventures do have some clear advantages. They in- 
volve less immediate financial commitment than a merger. 
They allow companies to put their toes into new markets 
without getting soaked. Avoiding awkward questions about 
control can sometimes be a plus. They offer a possible retreat 
should the effort not work out as the partners hope. And they 
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may enable lumbering parents to produce nimbler, more en- 
trepreneurial offspring better able to challenge upstarts. 

But going into something knowing that it is (literally) not 
a big deal, and that there is a face-saving exit route, is not al- 
ways the best way to make people hungry for success. Many 
joint ventures that seemed so alluring in China have proved 
unsatisfactory in practice. And when such ventures compete 
with others (as at AT&T) for investment dollars, R&D effort 
and the attention of top managers, it is hard to be sure that the 
one with the winning formula will actually win. 

The hard truth is that joint ventures cannot be left alone 
“to get on with it", any more than merged companies can. 
They call for constant monitoring and continuous evolution. 
They must be allowed to go in unexpected directions, even as 
they create value for their parents. And if they do not, they 
must be allowed to die with dignity. AT&T's and BT's alliance 
starts with advantages. Neither is exactly a virgin. And they at 
least have a degree of cultural compatibility. Yet despite their 
brave attempts to learn the steps of the industry's new dance, 
both remain in essence giants from the old telecoms school. 

And that is the real message from this week's spate of 
telecoms tie-ups. The old-style telecoms firms were more com- 
fortable with a traditional wired world in which regulation 
was more important than competition. The newer upstarts 
are creating what amounts to an entirely new business: fibre- 
optics not copper, the Internet not normal telephony, dealing 
with customers not regulators. No amount of mergers or joint 
ventures can ensure that the old giants are either the quick 
learners or the nimble dancers that they need to be. 





Britain's new cabinet 


The crew has changed places. What the Good Ship Blair really 


needs is a better compass 


TCAN be difficult to interpret all the blood- and ink-letting 

that surrounds a British cabinet reshuffle. Broadly speak- 
ing, reshuffles come in two varieties. Margaret Thatcher's suc- 
cessive purges of her “wets” had to do with ideas and there- 
fore told you something about the general direction of policy. 
Harold Wilson's endless chopping and changing had more to 
do with competence, personalities and personal ambitions. 
His reshuffles said little about policy but spoke volumes 
about a government's overall character. 

Tony Blair's first reshuffle (see page 51) falls squarely into 
the second category. Observers with a Kremlin-watching bent 
have tried their desperate best to discern some subtle shift of 
ideological complexion in the new balance of the new cabi- 
net. Has the arrival of Peter Mandelson as industry secretary 
tilted Britain closer towards joining the euro? Does the sack- 
ing of Lord Richard reduce the likelihood of a partly elected 
House of Lords? It is all harmless fun. But with one crucial 
exception—the resignation of Frank Field as junior minister 
at Social Security—most of the changes simply boil down to 
matters of competence, personalities and personal ambition. 

Competence: out go ministers (such as Harriet Harman at 
Social Security) who were deemed inadequate, and in come 
some bright youngish things (such as Alistair Darling in Ms 
Harman’s place). Personalities: in at last comes the darker but 
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not duller Mr Mandelson, one of Mr Blair's closest political 
friends. As for personal ambitions, this is where the discus- 
sion must turn to Gordon Brown, the chancellor. 

Many commentators have acclaimed this week's reshuffle 
as a move by Mr Blair to impose a tighter grip on his own 
cabinet. His spokesmen themselves seem happy enough with 
this interpretation. And yet there is surely something peculiar 
about it. More than a year into his administration, the prime 
minister is still hugely popular in the country. He has a vast 
majority in Parliament. He faces no conceivable challenge to 
his leadership, and he presides over no great ideological rifts 
in his cabinet. He has had the power, in other words, to do 
more or less whatever he wants to do. So why present the re- 
shuffle as a reassertion of his authority? 

The short answer is that Mr Blair has allowed a damaging 
personal split to open up inside the cabinet. He and Mr 
Brown insist that they are still the best of friends, united on 
the big policies. Nonetheless, the cabinet has clustered into 
separate Blairite and Brownite camps, and competition be- 
tween them has coloured much of the recent life of the gov- 
ernment. Inevitably, it has coloured the reshuffle too. That is 
why moves such as the insertion of the (Blairite) Stephen 
Byers into the Treasury and the sidelining as agriculture min- 
ister of Nick Brown (no relative, but a strong relation), are in- 
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owing power. He will not say so, but Mr 
Is content to let the reshuffle be seen as a clipping of 
ellors wings. 


oes this tell you about the character of the govern- 
Personalities step into the gaps that ideas leave vacant. 
s a government split between Blairites and Brownites 
hout anybody knowing what Blairism or Brownism are. 
ok hard, and you detect some differences of nuance. Mr 
rown is more prone to use Old Labour language, to criticise 
fat cats, to support redistribution and portray public spend- 
-ving as a good thing in itself. But much of this may be a calcu- 
dated effort to keep the party sweet and so enhance his 
-chances of one day becoming prime minister himself. Mr 
lair eschews Old Labour language and talks about modern- 
tion and the “third way". But the exact meaning of this re- 
mains tantalisingly unclear, perhaps even to Mr Blair. 

Jf Mr Blair had one big idea, it was radical welfare reform. 



























ts by the prime minister to check ^ about reforming the welfare state Ok 


New Labour licensed Mr Field to think the unthinkable 























But although it is just possible that M 
reforms through, Mr Field's angry resigr 
radical reform has been abandoned for } 
difficult. Mr Darling says stoutly that it 
to talk, but is ominously coy about what 
of. And as the Treasury minister respo 
spending, he has allowed welfare bills t 

Subtract welfare reform and what i 
cept for its constitutional changes, whe 
lated swiftly but without personal en 
plan, it is in danger of boiling dow 
ence (“new”, *modern") and a « 
Thatcher-Major inheritance. The 1 
thing, except that the government la 
logical compass it needs to make t 
hard cases, and risks being tugged co 
the recent comprehensive spending 
good enough for me,” is how Mr Blai 
to the French National Assembly. Th: 
plan by which to steer a government. 







- Complaints by high-tax European Union countries about “harmful” tax | = B 


: competition from low-tax ones should be given short shrift 


NE of life's ironies is that governments which lavish sub- 
sidies on companies also tend to tax business heavily. 
European countries seem especially addicted to this. The Eu- 
ropean Commission, charged with preserving the Eu's single 
market, fights a constant battle against state aids—with only 
-mixed success. The 1990s have seen increases in subsidies in 
both France and Germany. And the commission often judges 
prudence the better part of valour. It has recently ducked 
< clashes with the Germans, over coal subsidies, and with the 
- French, when it decided to evade a European Court judgment 
; against a state subsidy to Air France. This week the commis- 
nodded through yet another subsidy, to Greece s Olym- 












ays. 
tate aids can distort the market, so too can taxes. But in 
case the critics usually focus on countries, such as Ireland, 
jat tax companies lightly. Tax breaks are akin to state aids, 
hey say, and should therefore be subjected to the same rules. 
hat is a fair point, but only if a tax break is discriminatory— 
‘not if it is simply a question of lower taxes overall. Under 
ressure, the Irish have recently agreed to scrap a special low 
.. corporate-tax rate of 10% on manufacturing by 2003, as well 
- as their normal rate of 32%. Instead, they will set a single tax 
~~ tate of 12.5% for all companies. 
- - Thatshouldsatisfy companies and daea enthusi- 
<: asts alike. But high-taxing European governments are up in 
_ arms. They point to a voluntary code of conduct drawn up 
- [ast year, under which EU governments agreed to eliminate 

preferential tax rates for companies. The new Austrian presi- 
‘dency of the Eu says tax harmonisation is one of its priorities. 
The French are pushing for a minimum level of corporation 
ax throughout the EU in order to stop “harmful” tax compe- 
ition, whether from Ireland or anywhere else. 





































It is true that, especially after Europe 
rency next January, low-tax countries 
ment. But the fear that this could tri; 
tom", with countries slashing t: 
footloose companies, forcing govern 
the most immobile factor of proc 
ratchet up unemployment—is huge y: 


Competition pays 


Even if companies or workers were perfecto mobile. govern- 
ments could still tax them to provide public goods, suchas _ 
good roads, for which they were willing to pay. In practice, 
workers do not often up sticks; and once a factory is builtin - 
Lens, it cannot be so easily shifted to Limerick. As for new 
investment, tax rates are only one of many influences affec 
ing its location. Other factors such as the skills of the wor! 
force or low social-security costs will weigh at least as heavily 
In any case, even if there were a downward race, a minimum. 
EU tax rate would not stop it. Companies could easily choose: 
to relocate to lower-tax jurisdictions outside the Eu. 

The truth is that tax competition is likely to biteonlyat th 
margin. And, as usual, a bit of competition should be benefi- 
cial, not the reverse. It is likely to keep down the general level 
of taxes, which tend to be too high in Europe. And the answer 
to theargument that this may mean a shift from taxes on com- 
panies (or capital) to higher taxes on workers is that a better _ 
way forward would be to trim Europe's bloated public "pone | 
ing instead. Low corporate taxes are no more a source of *un- 
fair" advantage than is a simpler income-tax system, d 
accounting rules—or lower labour costs. European countries: 
should embrace tax competition, not try to stifle it. À 


TELECOMS 


So the elephants danced 


LONDON AND NEW YORK 


Big established telecoms companies are under pressure as never before from 
new technology, aggressive regulators and entrepreneurial rivals. In response, 
they are trying to become even bigger, but also nimbler. Two more huge 
merger deals and a privatisation may show whether they can succeed 


HIS could not be called a typical week 

for the global telecoms industry. The 
flurry of activity has been exceptional even 
for a business undergoing permanent revo- 
lution. The three forces shaping that revolu- 
tion have all been in evidence: market lib- 
eralisation, in the $53 billion 
merger between Bell Atlantic and 
GTE; privatisation, as Brazil's 
Telebras goes on the block; and 
technology, driving two bitter in- 
ternational rivals, AT&T and BT, 
into each other's arms. 

Of the three, technology is the 
most important. It is the near-ex- 
ponential increases in capacity 
made possible by the latest opti- 
cal-fibre technology that are 
shaping telecoms strategies ev- 
erywhere. To put it into perspec- 
tive, the time is not far off when 
all the world's current voice traf- 
fic could be carried on a single 
pair of fibres the width of a hu- 
man hair. Even today, that pair of 
fibres can carry all of North 
America's long-distance traffic. 

New companies, such as 
Qwest in America, are building 
networks with almost unimagin- 
able capacity. Owest boasts that 
its digital infrastructure can 
transmit the entire Library of 
Congress across America in 20 
seconds. What is more, the new 
networks are relatively cheap to 
build, so that they can offer high- 
quality services at prices that 
make fusty old incumbent com- 
panies despair. 

Another crucial element of the new 
technology is the move from the propri- 
etary circuit-switched networks that carry 
the vast bulk of voice traffic, to a 
connectionless architecture, based on In- 
ternet protocols (1P), that can route packets 
of data to their destinations at high speed. 
iP technology is not only ideal for the grow- 
ing convergence between voice, data and 
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video; it is also indifferent to distance and 
quickly expandable—when you want more 
capacity or speed you add to the network 
without having to dig up what you have al- 
ready built. 

It is because newcomers such as 


WorldCom, RSL Communications, Qwest 
and Equant are creating vast “next-genera- 
tion” networks that regulators are speeding 
up their efforts to liberalise markets. They 
want to make it hard for established oper- 
ators to use their control over the local loop 
(the last little bit that takes telephone wires 
to consumers’ houses), their powerful 
brands and their strong cashflow to delay 





changes that threaten them. 

The incumbents, for their part, are fight- 
ing back. They are testing regulatory re- 
gimes to the limit, by merging with other 
telecoms companies to “buy” customers 
and recreate the industry in a form they 
like. They accept the imperative of new 
technology, but want to introduce it in 
ways that protect as much of their existing 
business as possible. Above all, in response 
to the nimbleness of smaller, more entre- 
preneurial rivals, they insist on the com- 
forting idea that size matters more than 
ever, and only the biggest will prevail. 

It is this thinking that underlies the 
wave of mergers in America following the 
1996 Federal Telecommunications Act, of 
which the Bell Atlantic/Gre deal is the lat- 
est example. It is also the thinking behind 
the AT&T/BT joint venture. The 
question is, are these merely in- 
stances of elephants dancing—a 
sad and ungainly spectacle—or 
are they sensible strategies for in- 
cumbents intent on survival? 


Harmony after Concert? 


It was hard for Br's chief execu- 
tive, Sir Peter Bonfield, to keep 
the relief out of his voice as, with 
AT&T's Michael Armstrong, he 
outlined the planned merger of 
the two companies' overseas op- 
erations into a new $10 billion 
joint venture. Sir Peter has had a 
hard time since last November, 
when WorldCom, an American 
telecoms challenger, snatched 
MCI, an American long-distance 
carrier, from under his nose. Hav- 
ing spent years building its Con- 
cert joint venture with MCI, and 
having then decided to consum- 
mate the relationship with a full 
merger, Sir Peter was left with a 
transatlantic strategy in tatters. 
Concert, which was meant to of- 
fer a range of advanced commu- 
nications to the world's most 
demanding corporate customers, 
looked thoroughly rocky without 
MCI on board. 

For Sir Peter, therefore, the al- 
liance with ATAT is his get-out-of jail card. 
It is an article of faith for Br that only a 
handful of global telecoms firms will be 
able to service a market worth nearly $40 
billion today, and maybe five times that 
within the next ten years. Br has now, again, 
a credible platform from which to offer 
telecoms “one-stop-shopping” to multina- 
tionals. And it gives Br a ready-made sales 
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MCPS commitment is winding down. 
. Shareholders expressed their relief, 
happy to accept the assurances of both 
companies that the joint venture will gen- 
erate profits from its first day. Indeed, de- 
spite the 50-50 ownership, it is AT&T that is 
putting in more assets—$2 billion against 
$1.4 billion—and greater revenues. 
- This shows that Ar&T needed a deal at 
least as much as BT. Its rather loose overseas 
-.. alliances—Unisource and World Partners— 
<- have been dismal failures. Beyond a bit of 
> marketing, they have amounted to little 
Amore than clumsily executed re-selling ar- 
-= rangements. And despite the promise of its 
—. recent $32 billion deal to buy TCI, the big- 
d gest American cable-rv operator, AT&T re- 
— mains desperate to supplement falling do- 
mestic long-distance revenues. Putting 
Concert alongside BT's strategy of forming 
joint ventures with second-string operators 
in European markets makes the company 
the best conceivable international partner. 
for Mr Armstrong. As AT&T concentrates on 
. making TCi its battering ram into local 
~~ markets, it will be happy to let Br shape its 
" ^jnternational strategy. 


© -The science of alliance 

<: What makes the deal even more attractive 
is the decision of both parents to build an 
1P-based network as fast as possible. As well 
_as letting them own the network, some- 
` thing that is becoming the holy grail of the 
| industry, the new technology will both per- 
- mit lower costs and make possible a range 
of new services. Sir Peter sees the technol- 
. ogy as being driven from “the hub" of the 
: joint venture and back into the parent com- 
=o. panies. Whether the costs of building the 
~~ new network can be met from the venture's 
- . -capital budget. of $1 billion a year over the 

. next five years is more doubtful. 

But although the deal offers a way for- 
ward after too many stumbles by both com- 
panies, some scepticism is still in order. 
Mark Bruneau, a telecoms specialist at the 
Boston-based consultancy Renaissance In- 
ternational, says: "The truth is the global 
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telecommunications market is not very 
global. The alliance approach has been 
killed by indifference. Short of a merger, 
this may be the next best thing, but it falls 
short of a true global singular entity of the 
kind that WorldCom is forging through ac- 
quisitions. This is a transitional device 
which I hope and predict may lead to a full 
merger. The biggest test for the joint venture 
will be to resolve channel conflict between 
the founding parties." 

Andrew Harrington of Salomon Smith 
Barney, an investment bank, also points to 
the dangers of conflict: “These are two huge 
incumbents essentially reacting to events. 
if it works it could be awesome, but the 
risks are very high. The irony is that Br de- 
cided to purchase MCI because they 
couldn't make it work without contro lling 
everything.” He also questions whether size 
is the secret to winning multinationals 
business. Computer companies such as 
iBM and Hewlett-Packard may be better at 
packaging advanced communications so- 
lutions than traditional telecoms oper- 
ators; even a newcomer such as Equant, an 
Amsterdam-based company, can win busi- 
ness thanks to a fully integrated network 
under its sole control. 

Recent interviews with users, carried 
out by the Yankee Group Europe, a 
telecoms consultancy, revealed wide- 
spread cynicism about global alliances— 
and an increasing interest in using compa- 
nies such as Equant. The Yankee Group's 
Graham Finnie says: “Customers are reluc- 
tant to commit to complex partnership or 
outsourcing deals, when the existing alli- 
ance structures appear so unstable. That in- 
stability provides a clear opportunity for 
smaller and more flexible suppliers.” 

Much will depend on recruiting an able 
and entrepreneurial independent manage- 
ment team for the joint venture; and, since 
it will take time to build a new 1-based net- 
work, on how fast the partners’ existing net- 
works can be brought together. On past ex- 
perience neither will be simple. 

Satisfying the regulators on both sides 
of the Atlantic will also not be a doddle 
given the dominant position of both com- 
panies in retail traffic out of their domestic 
markets. However, Mr Finnie suggests that 
a bigger problem may lie in the 
unglamorous businesses of transit and re- 
file traffic, in which AT&T and BT are respec- 
tively numbers one and two. This is a fast- 
growing market in which both partners 
compete directly, so the European Com- 
mission may want these two business areas 
excluded from the venture. 

But it is the business risk that weighs 
most heavily. Having set bold targets and 
sworn their undying commitment to one 
another, will the partners deliver? They say 
they have learnt from past mistakes, and 
that they understand what is needed. Cus- 
tomers may be forgiven for being doubtful. 





























































pean surprisingly, the Ar&T/BT dea 
in which not so much as a single share 
changed hands, caused a greater stir thana 
$53 billion merger to create America’s big- | 
gest local-phone company. However much 
Ivan Seidenberg, chairman of Bell Atlantic, 
and Charles Lee, his counterpart at GTE, 
proclaim their excitem bout their cor- 








that the Baby Bells hi 
come as predictable. as the 
Both companies had prev: 
more controversial engage 
years ago, Bell Atlantic itself trie 
with TCI, which has since fallen to 
Last year GTE thought it had beaten BT t t 
buy McI only to see its prey fall t 
WorldCom. 

Although Bell Atlantic shareholders 
will own a bit more of the new (as yet u 
named) company, the deal is essentia 
marriage of equals. Bell Atlantic domi: 
the local-phone market in the. northeas 
United States, where it has 42m 
GTE is a more quirky form of Ba 
21m local customers are sca 
score of states, including. 
Texas; it also has a long-d 
and one of the biggest Int 
The two firms’ local marl 
for one in three internation. 

So far, most mergers : 
communications indus 
zontal ones, with long-dista 
ing with each other (eg. V 
billion takeover of MCI) äi 
firms doing the same. Last yeg i 
itself nabbed Nynex for $25 billion. In May 
sBC Communications, which owns Pacific 
Bell and Southwestern Bell, announced a 
$62 billion deal with Ameritech that awaits 
regulatory approval. If that deal and this 
week's go through it may only bea matter of 
time before the remaining two Baby Bells 
Us West and BellSouth—throw in their 
with the new giants. It is no longer fan 
to envisage America's $100 billion k 
phone market being carved up betwee 
two super-regional monopolies. 

If that happens it will bean indictment 
of the 1996 Telecommunications A¢ 
which was supposed to prompt America 
various telecoms and cable-rv firms 
compete more. Some small firms have trie 
to bully their way into the local pho 
ket. But the only real crumb of comfort fo: 
the regulators has been AT&T'S takeover of 
TCI, with its declared aim of providing: alo 

cal phone service across TCI's cable wires. — 

Predictably, long-distance firms are urg- 
ing the Federal Communications Commis. 
sion (FCC) to block the Gre-Bell Atlanti 
deal. In the light of recent history tha 
would be justifiable; but it might also be 
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TELECOMS 


SAO PAULO 


Rm a few weeks ago, the prospects 
for the sale of a controlling stake in 
Telebras, Brazil's state telecoms company, 
seemed gloomy. Not only are emerging 
markets out of favour, but the privatisa- 
tion's rules will deny buyers a monopoly. 
And staging Latin America's largest-ever 
privatisation shortly before a presidential 
| election (see page 34) was 
| politically fraught. 
Yet this did not deter 
| the world’s telecoms gi- 
, ants In the auction of 
| Telebras's assets on July 
29th, Spain's Telefonica 
consolidated its leader- 
ship in Latin America by 
paying 5.8 billion reais ($5 
billion) for the fixed-line 
company in Sao Paulo, 
and snapping up a mo- 
bile-phone company in 
Rio de Janeiro. Two other local telephone 
operators went to Telecom Italia (with al- 
lies) and a Brazilian group. America's MCI 
picked up the long-distance firm 
Embratel (for 2.7 billion reais). 
| For Brazil's government, the sale was a 
big success. It raised 22 billion reais, 64% 








bad timing, for two reasons. First, although 
the new deal is yet another defensive, hori- 
zontal merger with some $2 billion in ex- 
pected cost savings, it also has a more verti- 
cal, aggressive element, thanks to GrE's 
long-distance and Internet services. The 
new company intends to bundle many of 
these services together, offering one bill to 
existing customers; it says that it will use 
that comprehensiveness to push its way 
into other people’s markets, 

That may be bluff, but it plays to the sec- 
ond point, momentum towards compe- 
tition. The Bells, like most monopolists, are 
lazy. So far, carving up their own industry 
has been the easy option. But the current 
deal comes on top of AT&T's push into ca- 
ble, the appearance on the scene of aggres- 
sive upstarts such as WorldCom and 
Owest, deregulation in international mar- 
kets, and the explosive growth of non-tradi- 
tional businesses such as mobile telephony 
and data. 

The talk in the telecoms industry is of 
all these markets merging, with room for 
only four or five “universal players"—big 
integrated companies that offer all services. 
In that case, the Bells that stick to their old 
fiefdoms may be left behind. Hence the 
view that they need to go on the offensive— 
and the possibility that the Gre/Bell Atlan- 
tic merger might just have been the final 
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A clear line from Brazil 


more than the minimum it had fixed. 
Even so, some buyers may have got bar- 
gains. Brazil is one of the world's most 
promising telecoms markets. It had only 
9.6 fixed lines per 100 people in 1996, 
compared with 17.4 in Argentina and 15.6 
in Chile. Such is the backlog of demand 
that in Sao Paulo a line has recently cost 

as much as $4,000 in the 
Swarm grey market. Consultants 
; think today's 17m fixed 
lines should double by 
2001; mobile phones may 
triple to 13.5m. 

The government only 
started opening Brazil's 
telecoms market last year, 
raising $9 billion through 
the sale of licences for a 
second mobile-phone net- 
work. Already BCP 
Telecomunicacoes, a 
group led by BellSouth, has 230,000 sub- 
scribers, only two months after starting its 
service in Sao Paulo; it expects up to 1m by 
next May. In all, officials expect new 
telecoms firms to invest $45 billion over 
the next five years. 

The returns from private manage- 


push needed to get all the Baby Bells up off 
their backsides. 

Much will depend on the rcc. It has re- 
acted with some coolness to sBc’s bid for 
Ameritech, making it clear that, unless the 
company makes fairly dramatic market- 
opening concessions, it has a poor chance 
of winning approval. The merger of Bell At- 
lantic and GTE presents a different set of 
problems because of the latter's modest but 
widely spread long-distance business. Bell 
Atlantic has already made some stabs at 
meeting the FCC's open-market test as a re- 
sult of concessions made when it bought 
Nynex. Owning GTE might 
give it the confidence to go 
all the way. Nobody would 
claim that the 1996 act has 
worked as intended, but it 
is possible that real compe- 
tition in local telephone 
markets is nearer than 
some have thought—one 
reason why so many 
telecoms stocks fell after 
the deal. 

Indeed, the one cer- 
tainty in the tumultuous 
world of modern telecoms 
is that, however successful 
the defensive ploys by in- 
cumbents may prove, they 
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ment and investment could be high. | 


Around 40% of the network still uses out- | 


dated analogue technology. (Argentina, - 
which privatised its phones in 1991, has | 
an almost fully digital network.) That, | 
plus equally outdated labour practices, | 
has meant that Brazil’s telecoms industry | 
has an average of one full-time worker per 
108 lines, less than half the productivity | 
achieved in the United States. 

Brazil hopes to turn its tardiness in 
privatising Telebras to advantage, by 
avoiding the mistakes made in countries 
such as Mexico and Argentina, which 
granted a seven-year monopoly to private 
telecoms operators. In Brazil, an indepen- 
dent telecoms regulator has already been 
set up to police a market that will be 
thrown wide open in 2002. Until then, all 
areas of Brazil will have at least two rival 
operators for both fixed-line and mobile 
services. The government plans to award | 
licences for four “mirror” fixed-line com- | 
panies: officials reckon that in five years | 
these new entrants could get around 20% | 
of business customers in local telephony, 
and up to halfthe long-distance market. 

The government is insisting that the 
new operators must cut the wait for a line 
to four weeks by the end of next year. Tar- 
iffs are supposed to fall by two-thirds over 
the next seven years. Brazilians should by 
then be connected to the world at last. 


will provide little respite from the on- 
slaught of competition. Even ifthe AT&T/BT 
venture achieves the 18-20% share of the 
market for multinational firms for which 
the partners are hoping, the losers are likely 
to be other struggling incumbents rather 
than the challengers. Similarly, Bell Atlan- 
tic and GTE are essentially jockeying for po- 
sition against telecoms companies of simi- 
lar size and culture. The race is to develop 
new services to meet the needs of ever more 
demanding customers. And inventiveness, 
focus, and speed are not often qualities as- 
sociated with very big companies. 
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At last 
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T HEBES MAS 
Bill Clinton agreed to testify 
under oath in à deal 
whereby the special prosecu- 
tor, Kenneth Starr, withdrew 
the subpoena he had slapped 
on the president. Monica 
Lewinsky promised, in return 
for full immunity, “full and 
truthful testimony" about her 
relations with Mr Clinton. 


Mr Clinton's Republican op- 
ponents plan a vote in Sep- 
tember on fast-track trade 
legislation, which lets the 
president negotiate trade 
deals without prior congres- 
sional approval. He thinks it 
will not get a majority then. 


A man with a gun and a his- 
tory of mental illness killed 
two policemen on Capitol 
Hill and reminded the world 
how vulnerable America's leg- 
islature is. 


Puerto Rico will hold a ref- 
erendum in December in 
which the island, 100 years af- 
ter American troops occupied 
it, will say whether it wants to 
become the 51st state of the 
Union. But Washington still 
has to give its okay. 


Mexico's government de- 
nounced as “unacceptable 
interventionism” a report 
that several American sena- 
tors were preparing a resolu- 
tion criticising its handling of 
the armed Zapatist uprising 
in Chiapas. Two American 
embassy officials were held 
against their will by pro-gov- 
ernment villagers during a 
visit to Chiapas. 
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Four top army officers and a 
policeman were charged with 
the murders of seven leftist 
dissidents in Chile during 
the dictatorship of General Pi- 
nochet. The investigating 
judge said that more indict- 
ments may be on their way. 


Investigators in Colombia 
tracked down some 37,000 
cheques worth more than 
$500m allegedly paid by the 
Cali drugs mob to politi- 
cians, journalists and sports 
stars. The discovery is part of 
an investigation into claims 
that President Ernesto 
Samper, now in his last days 
in office, took money from 
drugs barons. 


Spanish reckoning 
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A former Socialist interior 
minister, Jose Barrionuevo, 
and his deputy, Rafael Vera, 
were each jailed for ten years 
by Spain's Supreme Court for 
kidnapping and misuse of 
funds during the "dirty war" 
against Basque terrorists. Ten 
other former officials and po- 
lice were also jailed. 


President Edward Shevard- 
nadze oversaw the resigna- 
tion of all but three members 
of Georgia's cabinet and 
asked his envoy to Russia to 
take the top ministerial job. 
He said one aim was to speed 
economic reforms; the IMF 
approved a $74m loan after a 
four-month delay. 


A major Serb offensive in 
Kosovo recaptured large ar- 
eas recently held by the 
Kosovo Liberation Army, in- 
cluding the town of Malisevo 


where thousands of people 
had taken refuge. Some re- 
ports suggested 100,000 have 
been displaced since fighting 
began. Albania accused Serbs 
of shelling its territory. 


A Turkish court, retrying the 
country's leading human- 
rights activist and gun-attack 
victim, Akin Birdal, sen- 
tenced him to a year in jail 
for provoking hatred. He had 
called for a peaceful end to 
the Kurdish conflict. 


Greek and Turkish soldiers 
exchanged gunfire on the bor- 
der between the two coun- 
tries. The incident came after 
the Greek foreign minister, 
Theodoros Pangalos, said 
America's President Clinton 
had broken a promise to sort 
out the Cyprus problem. 
The White House called the 
comments undiplomatic. 


Tony Blair announced a cab- 
inet reshuffle in Britain. 
There were no changes at the 
very top, but Harriet Harman, 
the social-security secretary, 
was sacked and her deputy, 
Frank Field, resigned when 
he was denied her job. 


Old hands 


Keizo Obuchi, least popular 
of the three candidates, be- 
came Japan's prime minis- 
ter. Kiichi Miyazawa, aged 78, 
a former prime minister, re- 
luctantly accepted the job of 
finance minister. 


Indonesia offered partial au- 
tonomy to East Timor, the 
former Portuguese colony it 
annexed in 1976. But it flatly 
ruled out independence. 


Cambodia's strongman, Hun 
Sen, claimed victory in the 
first general election in five 
years. His opponents said the 
election had been fraudulent. 


Aung San Suu Kyi, 
Myanmar's opposition lead- 
er, was held in her car for six 
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| days before being forcibly re- 

| turned home. She had been 
trying to meet party col- 
leagues. Madeleine Albright, 

| America's secretary of state, 

| called the Myanmar govern- 
ment's action "unacceptable". 
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Up to 5m people were 
mobilised to counter floods 
along China's Yangzi river. 


Some 2,500 people are feared 
to have drowned. 


A return to war 


With Angola under threat of 
renewed war, the European 
Union imposed sanctions on 
the rebel movement, UNITA, 
and the UN dispatched its top 
troubleshooter, Lakhdar 
Brahimi, to try to salvage the 
peace accords. 


On the eve of its three-month 
recess, Israel's Knesset passed 
the preliminary reading of a 
bill to dissolve itself and call 
new elections. Though a 
sharp setback for Mr Netan- 
yahu, the bill requires three 
further readings. 


Algerian politicians, includ- 
ing Abelkader Hachani, a 
leader of the banned Islamic 
Salvation Front, called for a 
conference of national recon- 
ciliation. The UN’s wide-rang- 


ing fact-finding mission to AI- 


geria talked to detainees at 
the prison where Mr Hachani 
had been held until last year. 


Three Roman Catholic nuns 
were murdered in Yemen. 


The suspected murderer ex- 
plained that they were 
preaching Christianity. 
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The battle between two Ger- 
man car makers for Rolls- 
Royce Motor Cars, which 
appeared to end with Volks- 
wagen's trumping BMW with 
a £479m ($787m) offer, con- 
cluded with an extraordinary 
twist. vw indeed won the 
company from Vickers. But 
the rights to the Rolls-Royce 
name belonged to Rolls- 
Royce plc, which wanted 
BMW, its partner in various 
aerospace projects, to use it. 
vw underestimated the prob- 
lem: for £40m BMW now 
owns the Rolls-Royce marque, 
but no factory; vw has the 
Bentley, and the means to 
produce it. 


The two-month strike at two 
General Motors plants, 
which had halted production 
and cost America's biggest car 
maker more than $2 billion, 
was resolved by a new deal 
between the company and 
the United Auto Workers 
union. 


A German court dropped the 
case against Jose Ignacio Lo- 
pez, a top executive at Gen- 
eral Motors who had been ac- 
cused of taking trade secrets 
with him to Volkswagen. But 
he must pay DM400,000 
($226,000) to charity; three 
other defendants will pay 
much less. America's Depart- 
ment of Justice continues its 
own investigation. 


Germany's Daimler-Benz 
and Japan's Nissan Diesel 
are creating a joint venture to 
make light commercial vehi- 
cles in Japan for developing 
markets. Daimler is still 
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| thinking of taking a stake in 
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the heavily indebted lorry 
maker, one of Japan's largest. 


Continental of Germany is 
buying ITT's automotive 
brake and chassis unit for 
$1.93 billion in a bid to move 
away from tyres—it is the 
world's fourth-largest pro- 
ducer—into higher technol- 
ogy. In June rrr sold its elec- 
trical-systems unit to a French 
car-parts maker, Valeo, for 
$1.7 billion. Now the cash- 
rich conglomerate plans a $1.1 
billion share buyback. 


Hot lines 


AT&T and BT formed a trans- 
atlantic alliance under which 
the two telecoms giants will, 
subject to regulatory ap- 
proval, combine their inter- 
national operations in a joint 
venture that aims to capture a 
big chunk of the burgeoning 
telecoms traffic of multina- 
tionals. The venture's initial 
annual revenues should ex- 
ceed $10 billion. Both will 
gain access to desirable mar- 
kets: AT&T outside America, 
and Br, after the debacle of its 
failed takeover of MCI, inside. 


Bell Atlantic and GTE are to 
merge in a $53 billion share 
swap that will make the new 
entity a leading telecoms pro- 
vider in the United States, 
with control of about one- 
third of America's domestic 
telephone market and a turn- 
Over to rival AT&T's. GTE 
shareholders felt hard done 
by; shares in both firms 


| sagged. 


In Latin America’s biggest pri- 
vatisation to date, the Brazil- 
ian government raised more 
than 22 billion reais ($19 bil- 
lion) in a highly successful 
sell-off of the 12 operating 
subsidiaries of Telebras, the 
country’s giant but unmod- 
ernised telephone company. 


Shares in Ericsson fell 13% af- 
ter the Swedish telecoms 


group recorded a mere 24% 
rise in pre-tax profits, to 
SKr7.57 billion ($957m) for 
the first half; Nokia of Fin- 
land had earlier reported a 
67% rise. 


The Sultan of Brunei sacked 
his brother, Prince Jefri, as 
head of the sultan’s invest- 
ment empire. The move may 
foreshadow a rejigging of Bru- 
nei’s holdings. 


Deep water 


Enron, an American energy 
giant now moving into inter- 
national water, made a £1.4 
billion ($2.3 billion) purchase 
of Wessex Water, a British 
water and sewerage firm. 


Britain’s biggest lender, Hali- 
fax, is to purchase Birming- 
ham Midshires for £780m 
($1.3 billion). Halifax made its 
bid for the building society in 
March, but had to wait until 
the expiry of an exclusivity 
agreement with the Royal 
Bank of Scotland, which had 
tried to buy Midshires last 
year, before it could carry 
through the deal. 





Walter Forbes quit as chair- 
man of Cendant, along with 
eight other board members, 
because of widespread ac- 
counting fraud at what was 
CUC International before it 
merged with Hrs to form a 
big new marketing and fran- 
chise group. HFs’s Henry 
Silverman, who became chief 
executive of the new Cendant, 
now takes control of a com- 
pany badly shaken by events 
since April. 
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Doldrums 


Source: DgtastreamACV 





The Canadian dollar fell 
further than ever; it recovered 
a little after the American dol- 
lar weakened on news of 
President Clinton's difficul- 
ties. Traders say interest rates 
must rise. 


The Russian government said 
it would sell 5% of Gazprom, 
the world's biggest gas pro- 
ducer, and retain a 35*6 stake. 
Various attempts to raise cash 
for the state's empty coffers 
have failed; this one could 
raise over $400m. 


Re-insurers continue to con- 
solidate. Swiss Re will be- 
come America's biggest life re- 
insurer, by number of 
policies in force, with the $1.8 
billion purchase of Life Re. 
And Germany's Gerling is 
buying America's Constitu- 
tion Re and Bermuda's Rex 
Re for some $700m. 


Sumitomo Bank, Japan's 
second-biggest, and Daiwa 
Securities, its second-biggest 
broker, are forming three 
joint ventures in wholesale 
securities, derivatives and as- 
set management, and say they 
want foreign partners. 


Brian Williamson, new chair- 
man of the London Interna- 
tional Financial Futures and 
Options Exchange (LIFFE), 
dropped plans for a new 
headquarters at Spitalfields. It 
was further confirmation of a 
move away from the pits to- 
wards electronic 

The Chicago Board of Trade 
voted for similar change. 
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Cambodia's flawed miracle 


PHNOM PENH 


Has Hun Sen managed to fool the world, if not the voters? 


LECTION day, July 26th, was unpredict- 

ably quiet. It has been followed in Cam- 
bodia by the sound and fury of rival politi- 
cians jousting for power. 

The general election was the second at- 
tempt by Cambodians to choose their own 
leaders after more than two decades of war, 
genocidal rule and more war. Unlike the 
first election, staged in 1993 after a United 
Nations operation that needed 
$2 billion and around 20,000 
outsiders, this one was run by 
Cambodians. But it would never 
have been possible without in- 
tense foreign pressure on Hun 
Sen, Cambodia's authoritarian 
leader, to allow opposition poli- 
ticians to campaign. Last year 
Mr Hun Sen staged a coup. 
Prince Norodom Ranariddh, 
who had shared power as joint 
prime minister with Mr Hun 
Sen, fled the country. The incen- 
tive for Mr Hun Sen to allow 
him to return was the prospect 
of international legitimacy and 
a resumption of the aid cut off 
after the coup. 

Neverthless, against the 
background of coup-related vio- 
lence, extra-judicial killings and 
the general intimidation of vot- 
ers by Mr Hun Sen’s followers 
(plus the confusion of 39 par- 
ties) no one was quite sure 
whether Cambodians would 
have the confidence to vote. But 
MrHun Sen ordered a halt to vi- 
olence and it largely stopped. 
Far fewer people were killed 
than in the 1993 election, and 
the 500-plus international ob- 
servers sent to monitor the polling and the 
counting of votes appear to have reassured 
voters. Over 90% of the adult population 
turned out for an election that was peaceful 
and looked orderly. 

Relieved foreign observers were quick 
to lavish praise. In its haste to be first on the 
draw, the UN co-ordinated Joint Interna- 
tional Observer Group gave the election a 
clean bill of health without even waiting 
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for the end of the count. The process of poll- 
ing and counting, it confidently declared, 
was “free and fair to an extent that enables 
it to reflect in a credible way the will of the 
Cambodian people.” Others were even 
more lavish in their praise. A former Ameri- 
can congressman, Stephen Solarz, thought 
history might well record what happened 
on July 26th as “a miracle on the Mekong”. 





A determination to vote 


The euphoria evaporated fast. First, 
there was a delay in the release of the re- 
sults. Two days after the poll, Mr Hun Sen’s 
Cambodian People’s Party (cpp) boasted 
that, with 90% of the count complete, it 
would win 66 of the 122 seats in the Na- 
tional Assembly. Prince Ranariddh's royal- 
ist party, it said, would win 42 to 45 seats 
and the other main opposition party, Sam 
Rainsy's, would get 13. By coincidence, per- 
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haps, the figures tallied with targets an- 
nounced by the ccr before the poll. 

Mr Rainsy was quick to pounce. "They 
stole the vote," he said. Prince Ranariddh 
soon joined in. At à joint press conference, 
these uneasy allies announced they would 
reject the result of the election and keep 
their winning candidates from taking their 
seats in the assembly, threatening to para- 
lyse its proceedings even before it met. 

A new government needs the approval 
of two-thirds of the parliament. The oppo- 
sition's worry was that Mr Hun Sen might 
have completed at the ballot box the 
consolidation of power that his thugs 
started with guns, and this time with the 
blessing of the world's monitors. Mr Hun 
Sen said he was willing to form a coalition 
with the prince. But he also said he would 
change the constitution and go 
italone ifa coalition proved im- 
possible. On July 3oth he asked 
King Norodom Sihanouk, the 
prince's father, for help in re- 
solving the stalemate. The king 
is still a power in Cambodia. 

The Ranariddh-Rainsy axis 
has yet to show that its com- 
plaints are based on real evi- 
dence of fraud, not the bitter- 
ness of losers. Yet the growing 
chorus of complaints, about a 
variety of issues ranging from 
suspicious procedural lapses in 
the counting to the discovery of 
discarded ballot papers, was 
enough to put a serious dent in 
the credibility of the count. 

The complaints may yet put 
a serious dent in the credibility 
of the monitoring operation in 
general, and tarnish the role of 
the European Union, as princi- 
pal paymaster and judge, in par- 
ticular. To many observers the 
whole exercise had looked 
flawed from the outset. 

The determined attempt by 
some European embassies in 
Phnom Penh to play down the 
contempt for the rule of law 
shown by Mr Hun Sen's govern- 
ment was matched by the failure even to 
challenge its lock on the election machine. 
The Association of South-East Asian Na- 
tions, which delayed Cambodia's admis- 
sion to membership after the coup, now 
seems ready to accept the election's valid- 
ity. Not surprisingly, some of the foreign 
observers now feel, as one put it, “It looks 
like we were lured into a trap." 
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Leaving it to the 
old man 


TOKYO 


ERHAPS the most savage tongue in Ja- 

pan's ruling Liberal Democratic Party, 
Makiko Tanaka, got it about right. The bal- 
lot on July 24th for a new Lpp leader to re- 
place Ryutaro Hashimoto, who was step- 
ping down after the party's poor showing 
in the election for the upper house of the 
Diet (parliament), was, she said, “a stock- 
clearing garage sale". The three-way race be- 
tween Keizo Obuchi, Seiroku Kajiyama and 
Junichiro Koizumi was a contest "between 
a bonjin [mediocrity], a gunjin [soldier] and 
a henjin [crackpot[". In the event, the good- 
natured bonjin easily won the stage-man- 
aged contest for the party presidency. 

Mr Obuchi's election as prime minister 
on July 3oth was then a foregone conclu- 
sion, since the LDP has an overall majority 
in the more powerful lower house of the 
Diet. But mediocre or not, Mr Obuchi's gov- 
ernment will be quite different from its 
predecessor. 

The first thing to note is that Mr Obuchi 
won the job of party leader not thanks to 
the 225 party members who ostensibly 
voted for him (out of 414 eligible to do so). 
Rather, he was picked by a party boss who 
decided it was time to call the shots again— 
and, above all, to get the LDP back to its old 
way of doing things. He is Noboru Take- 
shita, a former prime minister who dis- 
poses from the shadows. 

Mr Takeshita was the young Mr Ob- 
uchi’ mentor upon entering the Diet in 
1963. Mr Takeshita later gave him his first 
big break, making him cabinet secretary in 
1987. And it was to Mr Obuchi that Mr 
Takeshita handed his ruthlessly efficient 
Keiseikai—then, as now, the largest faction 
within the LpP—after his anointed succes- 
sor, Ichiro Ozawa, made an abortive bid for 
power in 1992 and split the faction. 

The outgoing prime minister, Mr 
Hashimoto, had been a thorn in Mr Take- 
shita's side. Mr Hashimoto may have been 
one of Mr Takeshita's factional lieutenants. 
Yet he had his own way of doing things: he 
would ignore the party hierarchy, working 
closely with bureaucrats instead. For Mr 
Takeshita (who was forced to cut short his 
own term as prime minister at the height of 
the Recruit shares-for-favours scandal in 
1989), the pliable Mr Obuchi is a far better 
prospect for the exercise of power. 

Mr Takeshita's hand is apparent in the 
LDP's new executive line-up. The choice of 
Yoshiro Mori as the party's new secretary- 
general, together with Yukihiko Ikeda as its 
policy chief and Takashi Fukaya as chair- 
man of its general council, follows Mr Take- 
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 Aung San at the bridge 


BANGKOK 


T WAS one of the stranger political 
confrontations. Aung San Suu Kyi, 
| Myanmar’s opposition leader, together 
with two drivers and a 74-year-old party 
| colleague, spent six days sitting in a sa- 
| loon car on a bridge some 65 kilometres 
(40 miles) outside the capital, Yangon. 
The local police stopped her completing 
her journey to the town of Bassein, to 
visit members ofher party. She refused to 
turn back, until forced to by a soldier 
who took over the wheel. 

The government had allowed foreign 
diplomats to visit the scene, but not to 
talk to her. It claimed the car was well 
stocked with food, proving, in its view, 
that Miss Suu Kyi’s expedition was a 
“premeditated” attempt to embarrass 
Myanmar during the meeting in Manila 
of the Association of South-East Asian 
Nations (ASEAN). 

That may be true. However, the 
stand-off was also part of a new ap- 
proach from Miss Suu Kyi. Since she was 
freed from six years of house arrest in 








. The long wait 


shita’s insistence that high jobs should be 
handed round with regard to seniority and 
factional strength. 

The same factional politics have gov- 
erned the way Mr Obuchi has chosen his 
cabinet. Here, again, it was Mr Takeshita 
who got another former prime minister, Ki- 
ichi Miyazawa, to become finance minis- 
ter. Mr Miyazawa had the same job in Mr 
Takeshita’s government a decade ago. 

Mr Miyazawa has held 13 cabinet posts 
over the years, and he is unquestionably the 
best man for the present job. He worked in 
the finance ministry before entering the 
Diet, where he went on to become head of 
the Economics Planning Agency at the un- 
heard-of age of 42. His efforts to stabilise 
the world’s currency markets in the 1980s 
won him international respect. Even today, 
Mr Miyazawa’s is one of the sharpest 


1995, she has patiently, and unavail- 
ingly, called for “dialogue” with the rul- 
ing military junta. But the junta has 
steadily tightened the restrictions on 
Miss Suu Kyi’s activities, and on those of 
her party, the National League for De- 
mocracy, which now seems to have de- 
cided that enough is enough. 

In June it set a deadline, of August 
21st, for the government to convene (for 
the first time) the parliament elected in 
1990, in which the League won 82% of 
the seats. The junta's edginess is height- 
ened by fears of unrest on August 8th, the 
tenth anniversary of a bloodily sup- 
pressed uprising. Miss Suu Kyi has also 
started to flout the restrictions on her 
own movements. This is her third | 
thwarted outing in three weeks. Once, 
her car was lifted up by soldiers, turned | 
round, and pointed back to Yangon. 

She has succeeded in highlighting the 
lack of progress towards a political settle- | 
ment, and in adding weight to the criti- | 
cisms of the junta aired in Manila. These 
came not just from the jun- 
ta's usual opponents, such 
as the American secretary of 
state, Madeleine Albright, 
but even from some of | 
Myanmars ASEAN part- 
ners, among them the Phil- | 
ippines. ASEAN had argued | 
that accepting Myanmar | 
into its fold a year ago | 
would help the regime to | 
open up and reform. But | 
the junta's response to fi- 
nancial crisis and diplo- | 
matic pressure has been to 
close down the country. 








minds in politics. He is the only person in 
the Diet able to get the American treasury 
secretary, Robert Rubin, on the telephone 
for a technical discussion in fluent English. 
But it speaks volumes about the Lpr's short- 
age of financial talent that it has to drag a 
78-year-old out of semi-retirement. 

Still, the LpP bigwigs have persuaded 
Mr Miyazawa to take the job (against, it 
should be said, his own better judgment) 
more for his credibility with foreigners 
than for the ideas he may bring to the table. 
Both the yen and the Nikkei stockmarket 
index promptly roseon the first hint that he 
might become finance minister. However, 
there is no getting round the fact that Mr 
Miyazawa will inherit a set of fiscal and fi- 
nancial plans that were hurriedly drafted 
for Mr Obuchi's election campaign. 

As the ruling party reverts to form after 
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its brief fling with reform, it will set out to 
bury many of the policies introduced dur- 
in£ Mr Hashimoto's reign. Mr Obuchi's 
blueprint (or, rather, the one handed to 
him) requires bank failures to be avoided at 
any cost. Meanwhile, the economy is to be 
propped up with public works. Mr Hashi- 
moto's deficit-reduction laws are to be fro- 
zen, and at least Y6 trillion ($43 billion) of 
permanent tax cuts introduced, along with 
a further ¥10 trillion in fresh spending. In 
short, Mr Takeshita, a firm believer in the 
power of public works, is taking the LDP 
back to pork-barrel politics. 

Will Mr Obuchi, let alone Mr Miya- 
zawa, go along with that? They may have 
little choice. Unkindly, the Japanese media 
have started referring to Mr Obuchi as Mr 
Takeshita's "goldfish shit"—a common, if 
vulgar, phrase used to describe someone 
who is forced to tag along. 





ASEAN 


The game goes on 


MANILA 


TWAS as ifa brash young newcomer had 

breezed into a convivial but stuffy gen- 
tlemen's club, and at once started to re- 
arrange the furniture. Clearly, the longer- 
serving foreign ministers of the Association 
of South-East Asian Nations felt that their 
Thai colleague, Surin Pitsuwan, only eight 
months in the job, needed to be taken 
down a peg or two. They followed club eti- 
quette, and did so rather gently. But the 
rumpus gave ASEAN's annual get-together 
in Manila at the end of July an unusual fla- 
vour. Instead of the normal tiffs between 
ASEAN members and their “dialogue part- 
ners”, who get together as the ASEAN Re- 
gional Forum for discussions on security, 
this year’s most important squabbles were 
within the association itself. 

MrSurin's importunity was to question 
the application of ASEAN's most hallowed 
principle: that of non-interference in mem- 
bers' internal affairs. He suggested that, af- 
ter 31 years of ASEAN, the time might have 
come for a bit of plain speaking. Candid 
comments about fellow members need 
not, he suggested, be seen as “interference”. 

The contagious spread of economic tur- 
moil, which began in Thailand last year, 
had shown how one country’s policies 
could precipitate regional disaster. So did 
the smog that belched forth from forest fires 
in Indonesia last year to poison the air far 
and wide. And Thailand, which sees peri- 
odic inflows of refugees from both Myan- 
mar, an ASEAN member, and Cambodia 
(likely soon to become one), cannot help 
but be concerned about its neighbours’ do- 
mestic politics. 

The club’s senior members, however, 
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were aghast. Singapore's foreign minister 
gave warning that “tragedy” might befall 
ASEAN, if old ways were abandoned. Malay- 
sia’s foresaw “the path towards eventual 
disintegration”. Only the Philippines—the 
group’s most vigorous democracy, along 
with Mr Surin’s Thailand—stuck up for the 
idea of “flexible engagement”. A face-sav- 
ing formula was devised: intra-regional re- 
lations would now enjoy “enhanced inter- 
action”. If that sounds meaningless, that is 
probably the point. 

It is true that ASEAN members’ reticence 
fosters trust. But there is a price: ASEAN and 
its Regional Forum both appear largely ir- 
relevant to many of the region’s concerns. 
For example, ASEAN's biggest contribution 
to easing the financial strain has been to set 
up a "surveillance mechanism", through 
the Asian Development Bank, to monitor 
economic performance and policy. But 
that is stalled because, said the Philippines' 
foreign minister, Domingo Siazon, at least 
two members (Vietnam and Myanmar, it is 
thought) found the requests for data "too 
intrusive”. 

This year’s Regional Forum, which fol- 
lowed the ASEAN-only meeting, discussed 
nuclear proliferation in South Asia. One 
new nuclear power, India, is a member, 
and the other, Pakistan, is not. So the meet- 
ing was little more than another chance to 
convey regional anger. The forum, which 
also includes America, Japan, Russia, 
China and the European Union, is only 
four years old. It has followed the ASEAN 
model of painstaking confidence-building, 
stressing "process" rather than "outcome". 
In other words, it is more important to 
meet than to achieve anything. That will 
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not change, despite the radically altered cir- 
cumstances that have followed regional 
economic collapse and political instability 
in Indonesia. (The meeting did, however, 
end on a jolly note at the farewell banquet 
when America's Madeleine Albright and 
Russia's Yevgeny Primakov serenaded each 
other as star-crossed lovers in a take-off of 
“West Side Story”. The Kremlin’s and the 
White House’s finest provided a rousing 
chorus line.) 

The principle of non-interference has 
always been applied most strictly when it 
comes to Indonesia’s internal affairs. It is 
much the largest country in South-East 
Asia, and the one with the greatest poten- 
tial for exporting havoc. Thailand seemed, 
misguidedly, to hope that the “reformist” 
government of President BJ. Habibie 
might be more receptive to friendly criti- 
cism than was President Suharto's. It would 
also seem to be a good test case for "flexible 
engagement": for example, for pressure 
from friendly neighbours for a full investi- 
gation into the murder, arson and rape suf- 
fered in recent months by Indonesia's eth- 
nic-Chinese minority, whose confidence is 
needed for economic recovery. 

But old habits die hard, especially when 
most members think they are good ones. 
Hence the bizarre spectacle of an organisa- 
tion facing, by common consent, the great- 
est challenge in its history, and devoting its 
energies to what Mr Siazon called an "eso- 
teric" philosophical debate. And, of course, 
to another ASEAN ritual—golf, during 
which “enhanced interaction” was cooked 
up. Mr Surin does not play. He apologised 
that he had not been long in the club. “I 
haven't had time to pick it up yet." 





The Manila lovers, Primakov and Albright 
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Tajikistan 


A road to riches? 


NE small though significant part of 

the Silk Road—that once-glorious ar- 

tery of east-west trade—is being rebuilt. In 

Tajikistan, on the southern fringes of the ex- 

Soviet Union, 250 shift-workers are slowly 

bulldozing a 32-kilometre (20-mile) road 

from Murgab in the Pamir mountains, east- 

wards across the rock, salt and sand wilder- 
ness of no-man’s land, towards China. 

Tajikistan was the poorest Soviet repub- 
lic even before the outbreak of a long civil 
war in 1992. The gravel road will have cost 
more than $10m by the time it is finished, 
equivalent to about 3% of Tajikistan’s GDP. 
Yet the Tajik government sees prosperity, of 
sorts. Cross-border trade with China, it 
says, will revive not just the depressed 
Gorno-Badakhshan region in the Pamir 
mountains, but the country as a whole. 

At present, most commodities and aid 
destined for Tajikistan come through Rus- 
sia from the Baltic ports or Viadivostok. The 
new road will link Tajikistan (and neigh- 
bours, such as Uzbekistan) with the Kara- 
koram highway. Down that lies Pakistan, 
the Indian Ocean and the Gulf. As for 
Gorno-Badakhshan, a region covering 
nearly half of the country, its only outlet is 
the perilous mountain road to Osh in 
Kirgizstan, impassable in winter. 

The road from the Pamirs to Kashgar in 
western China once flowed in one direc- 
tion with gold, silver, gems, wines and 
spice; and with silk, porcelain and per- 
fumes by return. The new road, it is hoped, 
will flow instead with wool and meat, ex- 
changed for cheap Chinese manufactures. 

Many Pamiris are displeased. They fear 
they will be outdone by the entrepreneurial 
Chinese. Yet Gorno-Badakhshan's real po- 
tential can only come when its abundant 
gems (rubies and lapis lazuli) are tapped, 
along with the potential for hydro-electric 
power. The government is coy about 
whether it has enough money to finish the 
new road. Building workers complain 
about a lack of pay, clothing and food. 
Now, the United Nations World Food Pro- 
gramme has agreed to provide up to 50 
tonnes of wheat to the workers, in the hope 
they will have the stomach to finish the job. 
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Yet another Asian value 


Optimism, not Confucius, makes Asia stand out 


HAT are the values that made 

Asian economies so successful un- 
til recently? Confucianism, conserva- 
tism, family values and respect for au- 
thority have all been trotted out by seers. 
But there is another, simpler explana- 
tion: the optimism of their peoples. After 
all, if you think your world 
Is going to get better, you 
are much likelier to do the 
things that will make it bet- 
ter, such as working hard, 
saving and taking risks. 

Unlike the musings of 
the philosophers of Asian 
values, the optimism of 
Asians is not mere specula- 
tion. Asian popular opti- 
mism shines through the 
results of one of the largest 
exercises in international 
polling. It was conducted 
in 29 countries for The 
Economist by the Angus 
Reid Organisation, a Cana- 
dian-based polling com- 
pany (details of this and 
other findings are avail- 
able to Internet enthusiasts 
at www.angusreid.com). 
Some 16,000 adults were 
questioned in May and 
June of this year. 

The poll asked a battery 
of questions designed to 
measure optimism in 
terms of people's expecta- 
tions of their future pros- 
perity. Asia stands out as 
the most optimistic region 
of the world (see table). Of 
the ten most optimistic 
countries, five—in order 
Malaysia, South Korea, 
Thailand, China and Tai- 
wan—are Asian. Only Latin 
America, with two coun- 
tries in the top ten, comes 
near to matching it. 

The results are the more interesting 
because of the hard times that have be- 
fallen so many Asian economies. Malay- 
sia, at the top, is, perhaps understand- 
ably, a bit less optimistic than in 
buoyant 1997, when the same questions 
were asked and its index was seven 
points higher. In Taiwan, which has not 
so far been badly affected by the Asian 
turmoil, people are actually more op- 
timistic than they were in 1997. 

Equally interesting, however, is the 





exception to the rule of Asian optimism, 
Japan. So far as its people are concerned, 
it is the land of the rising sun no longer. 
Only 9*6 of Japanese now expect to be 
better off in a year's time; even more re- 
markable, only a quarter of them expect 
their children to be better off than they 
are. The index puts Japan 
at the bottom of the world 
league, lagging well behind 
struggling Russia, and 
pessimistic Germany and 
France. (The poll was taken 
before France won the 
World Cup.) 

Asian optimism alone 
would be a potent contrib- 
utor to economic growth. 
But it is more potent still 
because Asians are far from 
satisfied with their existing 
circumstances. A good 
thing perhaps. No one 
wants complacency. In 
Malaysia, only 30% of 
those questioned are satis- 
fed with their current 
quality of life. In China, 
less than a quarter are satis- 
fied; in Thailand, a mere 
12%. By comparison, in 
America, getting on for 
two-thirds of people are 
happy with their lives as 
they are, and in most EU 
countries about half are. 

Satisfaction in Asia has 
fallen since 1997 as the re- 
gion's economic problems 
have emerged. But the drop 
is not large. The picture 
that emerges is of peoples 
who believe both that the 
present is unsatisfactory 
and that the future will be 
better: the ideal combina- 
tion, you might think, to 
encourage plenty of people 
to make it so. 

The poll also provides evidence of 
other shared Asian beliefs. For example, 
Asians are not as suspicious of govern- 
ment as Americans and, to a lesser ex- 
tent, Europeans. Far fewer of them think 
that government regulates business too 
much or interferes too much with the 
free-enterprise system— perhaps because 
in much of Asia government is so laisser- 
faire. But Japan is an exception. Most 
Japanese now think the government in- 
terferes too much in the economy. 
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Bad week for Bill Clinton 


WASHINGTON, DC 


Step by step the shadow of the Lewinsky affair closes in 


MERICA is a gloriously open society; 
but the scandals swirling around Bill 
Clinton are not like that. Ever since Janu- 
ary, when allegations of the president's af- 
fair with Monica Lewinsky first surfaced, 
the big political story in Washington has 
been made up of leaks and whispers about 
the secretive workings of Ken Starr, the in- 
dependent prosecutor. Like the Kremlin- 
watchers of yesteryear, commentators have 
tracked the flow of notables into Washing- 
ton's federal courthouse to answer Mr 
Starrs questions. They have speculated 
about what these witnesses may have said; 
but, since the testimony has been techni- 
cally secret, they have not seen the whole 
picture. They have tried to predict the pros- 
ecutor's next moves; but, like the comrades 
of old, Mr Starr has been inscrutable. 

On July 25th a pundit announced on 
television that the prosecutor was running 
out of steam. The next three days brought a 
string of triumphs for Mr Starr, along with 
confident pronouncements that he was set 
to sink the president. 

Mr Starrs biggest victory was to secure 
the co-operation of Miss Lewinsky. In Janu- 
ary, before the scandal went public, his 
agents asked Miss Lewinsky to help them 
collect evidence against Mr Clinton, and 
were rebuffed. The rebuffs persisted over 
the ensuing months; Miss Lewinsky's law- 
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yer even seemed to enjoy thumbing his 
nose at the prosecutor. But, on July 28th, 
Miss Lewinsky changed her mind. Fearing 
that she might be indicted for perjury—she 
had previously denied having an affair 
with the president—she agreed to give evi- 
dence to MrStarr in exchange for a promise 
ofimmunity. 

The contents of her evidence are being 
widely debated before she has even given it. 
During the preliminary negotiations with 
Mr Starr's team, Miss Lewinsky apparently 
said she would claim to have had an affair 
with Mr Clinton, contradicting the affida- 
vit she submitted in January to lawyers 
representing Paula Jones in a sexual-harass- 
ment suit against the president. Moreover, 
Miss Lewinsky is also said to be ready to 
claim that she and Mr Clinton agreed to 
cover up the affair. This second claim is cru- 
cial, for it raises the possibility that the pres- 
ident may be guilty of obstructing justice. 
According to one especially specific claim, 
she will say that the president gave her the 
following advice: if there are two people in 
a room and something happens and they 
both deny it, there is no way to prove it. 

If Miss Lewinsky does indeed make all 
these claims, the president could be in trou- 
ble. In sworn testimony given to the Paula 
Jones lawyers, he denied having an affair 
with Miss Lewinsky. If this could be shown 


to be a lie, the president would be guilty of 
perjury—albeit in a civil suit, which is less 
serious than a criminal one. Moreover, Mr 
Clinton denied the affair emphatically on 
television, and the image of the vehement 
president denouncing his accusers has 
been re-shown repeatedly. Again, if the de- 
nials turn out to be lies, the president's bra- 
zen deception of his countrymen might at 
least dent his impressive poll ratings. 

Then there is the question of the cover- 
up. Miss Lewinsky may be ready to say that 
the president encouraged her to lie; but Mr 
Starr hopes for more than that. He wants 
information about notes that Miss 
Lewinsky gave to her confidante, Linda 
Tripp, possibly to encourage her to deny 
knowledge of the affair also. Some doubt 
that Miss Lewinsky wrote these notes her- 
self; parts of them seem improbably tech- 
nical for an innocent 24-year-old with no 
legal training. This raises the possibility 
that the notes were prepared with the help 
of Mr Clinton or his friends, and therefore 
that they implicate the president in a con- 
spiracy to obstruct justice. But Miss 
Lewinsky apparently maintains that she 
wrote the notes with the help of Mrs Tripp 
herself. Mr Starr's hopes of making hay out 
of the notes seem for the moment to have 
been frustrated. 

In any case, Miss Lewinsky's testimony 
is not enough by itself to sink the president. 
She has after all changed her story; if Mr 
Clinton sticks to his denials, his consistent 
word may count for more than her incon- 
sistent one. Mr Starr therefore needs other 
witnesses to support Miss Lewinsky's 
claims. To this end, he has summoned Mrs 
Tripp to testify at the federal courthouse 
eight times this month; and, on top of her 
own testimony, Mrs Tripp has provided 
him with 20 hours of taped conversations 
with Miss Lewinsky. Moreover, Mr Starr 
has won a string of legal victories, allowing 
him to subpoena just about everyone in the 
White House despite the president's claim 
that these people should be protected by 
various forms of executive privilege. 

Mr Starr has compelled sworn testi- 
mony from Betty Currie, the president's sec- 
retary, who probably knows a good deal 
about what happened. In her repeated trips 
to the White House after losing her job 
there as an intern, Miss Lewinsky told secu- 
rity guards that she had come to see Mrs 
Currie. When Miss Lewinsky returned 
some presents she got from Mr Clinton, she 
entrusted them to Mrs Currie, who has 
since handed them over to the prosecutor. 
Mr Starr has also been hearing from the se- 
cret servicemen who guard the president. 
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i i said, echoing Lincoln at Gettysburg, that 
Murder on Cap itol Hill the two asi deaths had “consecrated 


| 
WASHINGTON, DC 


NTIL a gun-wielding Russell Weston 
burst into the home of Congress on 
July 24th, the Capitol's police force was 
not exactly the most famous arm of the 
American law. Founded in 1827, after a re- 
porter had attacked the son of President 
John Quincy Adams, it soon became a 
useful way of providing jobs for relatives 
of congressmen and, later, for civil war ex- 
servicemen. In 1868 Mark 
Twain scorned the Capitol Hill 
policemen as “fat and lazy”, 
and reckoned that the days of 
. these “picturesque, blue-uni- 
formed, brass-buttoned” guard- 
ians of the peace were surely 
numbered. Twain was wrong; 
and, if the price of national re- 
spect had to be the lives of two 
policemen, the past week has 
shown that the respect has been 
fully earned. 

Four days after their deaths, 
the coffins of the two men, John 
Gibson and Jacob Chestnut, lay 
in state in the Capitol's Ro- 
tunda. Mr Gibson had been 
shot, fighting back, in the office 
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of Representative Tom DeLay, where the 
killer ran after shooting Mr Chestnut at 
the building's entrance. The Rotunda cer- 
emony, usually reserved for national 
leaders, has happened only 29 times in 
the country's history. In a room adorned 
with paintings of Columbus's arrival in 
America and the signing of the Declara- 
tion of Independence, President Clinton 





The nation's respect 


this house of freedom," and congressmen | 
and tourists from all over the country 
filed past the coffins to honour the dead. 

The killer, himself shot several times, 
was kept alive by a senator who is also a 
doctor. He is a 41-year-old with a history 
of mental illness who had made vague 
threats against the president. In the event 
he chose to attack the legislature, not the 
far better-guarded White House. 

The relative ease with which he burst 
into the building has under- 
standably caused worry about 
the safety of America's lawmak- 
ers and of the 10m visitors who 
go to the Capitol building each 
year. A proposal to improve the 
screening of visitors has won a 
fair amount of support. But 
there are plenty of congressmen 
who are anxious not to see their 
building turned into an inac- 
cessible fortress. They are proud 
ofthe Capitol's accessibility; the 
building was pointedly open to 
the public the day after the 
shootings. Which makes it 
probable that, one day, the met- 
tle of the Capitol police force 
will again be tested. 





They may conceivably have contradicted 
Mr Clinton's claim that he was never alone 
with Miss Lewinsky for more than a few 
moments. Mrs Currie too is said to have 
shed doubt on this claim. 

These witnesses, central though they 
are, may turn out to matter less than Bruce 
Lindsey. On July 27th, the day before Miss 
Lewinsky agreed to co-operate with Mr 
Starr, the federal appeals court in Washing- 
ton ruled that the prosecutor could sum- 
mon Mr Lindsey to answer questions un- 
der oath, something that the Clintonites 
had long resisted. Mr Lindsey holds the title 
of deputy White House counsel, the presi- 
dent's second-ranking lawyer; but his im- 
portance goes beyond that. He has been at 
Mr Clinton's side for years, and is reckoned 
to be the chief keeper of his secrets. 

Once Mr Starr has finished squeezing 
White House aides, he will move on to the 
president. To this end, he served a sub- 
poena on Mr Clinton, making him the first 
sitting president to be summoned before a 
grand jury. Some of Mr Clinton's allies 
thought this subpoena could be challenged 
on constitutional grounds, arguing that the 
judicial branch (unlike Congress) lacks the 
authority to compel evidence from the ex- 
ecutive. But the courts, which have recently 
been unsympathetic towards executive 
privilege, were unlikely to swallow this. Mr 
Clinton was therefore reduced to quib- 
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bling about the location and scope of his 
testimony. In the end, he agreed to answer 
Mr Starr's questions under oath on August 
17th on videotape from the White House: 
which puts him at risk of perjury. 

It seems that Mr Starrs investigations 
are approaching their climax. Mr Clinton is 
now committed to offering his own version 
of events in little more than two weeks' 
time, which limits his lawyers' ability to 


think up clever new arguments. When Mr 
Starr concludes his work, the denouement 
approaches. He will submit a report to the 
House of Representatives, which will have 
to decide whether to start impeachment 
proceedings against the president. It may 
balk at taking on a popular president for 
lying about his personal life. Then again, by 
the time the report comes out, Mr Clinton 
may not be quite so popular after all. 





Places one goes to 
Alas for time past 


MARTHA'S VINEYARD 


Having rich and famous visitors isn't all joy. Two examples, in two articles 


T MAY seem odd that President Clinton, 

a fast-food sort of fellow, chooses to 
spend his summer holidays in one of the 
few places in America without a McDon- 
ald's or a Burger King. Yet with each passing 
year his relaxing schmoozefests with peo- 
ple like Vernon Jordan and William Styron 
pull more and more visitors to Martha's 
Vineyard. This island of 100 square miles 
(260 square kilometres) off the coast of 
Massachusetts—still scheduled to be the 
First Family's destination again this Au- 
gust, if troubles back in Washington do not 


get it descheduled—is having an unprece- 
dented boom in snobbish approval and 
genuine popularity. It expects more than 
100,000 visitors a day at the summer's peak. 

They will be eagerly embraced by a sea- 
sonal economy panting for their pocket- 
books, but increasingly resented by a year- 
round population that feels under siege. 
There will be barbecues, celebrity sightings 
and outdoor concerts. Grand. But queues 
will be longer and tempers shorter. Accom- 
modation will be harder to find and driv- 
ing more infuriating on streets with no traf- 
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Hayes, a lanky black with flowing 
dreadlocks and a greying beard. Mr Hayes 
is Los Angeles's leading campaigner for the 
homeless. For years he himself lived, volun- 
tarily, on the streets. Then he built a village 
of igloo-shaped huts in the shadow of a 
freeway, where the homeless can find shel- 
ter, give up drugs, and learn everything 
from algebra to computer skills. He is also 
thecity's leading campaigner for the spread 
of cricket. 

Mr Hayes was introduced to cricket 
four years ago, when a group of British ex- 
patriates asked him to play. He liked the 
game so much that he formed a team of his 
own consisting of homeless men and 
Compton street kids. His team proved so 
successful that he led it on a cricket tour of 
Britain. This is how hurling came in. Two 
chance meetings—one with Gerry Adams, 
the leader of Sinn Fein, the second with Mo 
Mowlam, Britain's secretary of state for 
Northern Ireland—persuaded Mr Hayes 
that he should include Northern Ireland in 
his next tour. But as he read his Irish history 
he concluded that cricket had somewhat 
divisive connotations in the province. So 
he added hurling to his team's repertoire. 

Now Mr Hayes wants to turn Comp- 
ton's baseball stadium into America's first 
professional cricket ground, giving interna- 
tional teams à pitch in the heart of South- 
Central. And he plans to create America's 
first museum of cricket and hurling. But all 
this activity is driven by his passion for 
ending homelessness. 

Sitting in his silver dome under the free- 
way, a poster of Martin Luther King above 
his desk and pictures of Queen Elizabeth 
and the Queen Mother above his bed, Mr 
Hayes expostulates on the evils of Ameri- 
ca’s welfare system. Welfare handouts have 
reduced the poor to dependence, and affir- 
mative action has robbed the black com- 
munity of its best brains. Many Democrats 
have no wish to change any of this because 
social problems are such useful weapons 
against the Republicans; many civil-rights 
enthusiasts have no wish to change it be- 
cause their livelihood depends on the idea 
that blacks are helpless victims. The welfare 
state, he argues, robs the poor of their self- 
respect by teaching them that they have nei- 
ther choices nor responsibilities. Restoring 
a sense of self-respect is at the heart of Mr 
Hayes’s campaign. 

He reckons sport is a powerful aid in 
preventing potential gang members end- 
ing up in prison or on the streets, not least 
because it introduces them to people who 
have managed to live beyond the age of 20. 
But he thinks that American sports have 
been too contaminated by big-headedness 
and commercialism. Cricket, on the other 
hand, is all about good manners and team 
spirit, a point that he underlines by habit- 
ually addressing his fellow team members 
as “gentlemen”. One shaven-headed gen- 
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tleman admits that he was in a gang called 
the Killer Society before he discovered 
cricket and hurling; another shyly con- 
fesses that his ambition is to become “the 
W.G. Grace of the 21st century". 

These sporting activities, Mr Hayes in- 
sists, could be a valuable source of income 
for his various projects. (“You need capital- 
ist solutions to fight capitalist problems.") 
The Disney company is making a film 
about his cricket team, and Mr Hayes him- 
self is shooting a video, in which break- 
dancers perform in cricket gear, to promote 
his son's rap record about the sport. But 
even more important than the money is the 
publicity. Mr Hayes has drawn up an ambi- 
tious national plan to help the homeless re- 
discover a place in society—and he pro- 
poses to organise an escalating campaign 
of civil disobedience until his plan is acted 
on. If the authorities eventually decide to 
arrest him, he says, they will be arresting 
America's best-known hurler and cricketer. 








Vietnamese Americans 


And all in 20 years 


PALACIOS, TEXAS 


RONG VAN NGUYEN sits cross-legged 

on the floor of his shop making a 
shrimp net. His children sit farther along, 
snipping and tying. It is two decades since 
Mr Nguyen came to the United States from 
a refugee camp. He has prospered. His net 
shopsits just north of Palacios in a place the 
locals call "Vietnamese village". Old 
women in large conical hats and Vietnam- 
ese clothing sit on the steps of trailer homes, 
or on the porches of the brick mansions 
that richer families have built next door. 
The air is heavy with the smell of rotting 
fish. The Virgin Mary and assorted Catholic 
Saints stand outside every front door. 

The 300 or so Vietnamese living here 
are all devoutly Catholic. Father Joe 
Phamductrinh is their shepherd. People 
shuffle into the Catholic chapel before 
dawn for his morning Mass, conducted in 


Vietnamese. Many of them have been with 
Father Phamductrinh since he was their 
parish priest in their fishing village back on 
the southernmost tip of South Vietnam. 
Children cycle around the area with their 
baseball caps reversed. The priest sighs. As 
time goes on, he says, the children are for- 
getting Vietnamese. “It’s good, healthy they 
become Texans, but it still hurts us old 
folk ... We on the outside, they on the in- 
side: we see America, they live it.” 

In 1976, when they arrived in Palacios, a 
sleepy shrimping town of 4,000 people 
half-way between Houston and Corpus 
Christi, the Vietnamese had nothing except 
the desire to get back, one day, to a life of 
fishing. To begin with they had to make a 
living in other ways. Men got construction 
jobs at a nuclear power station being built 
on the far side of Tres Palacios bay. Women 
found work in a crab-processing factory. 

Those were tough days. Communica- 
tion was hard; at first only Father 
Phamductrinh spoke English. There was 
economic tension: the Viet- 
namese found steady jobs in 
an economy that had (and, 
amazingly for booming Texas, 
still has) an unemployment 
rate of 15%. Some ugly things 
happened; at places along the 
Gulf coast, Vietnamese were 
beaten to death by white rac- 
ists. By the early 1980s the Viet- 
namese in Palacios had saved 
enough to start building small 
shrimp boats. They fished 
harder than anyone else, even 
though by now there were 
fewer shrimps to be caught. 
The competition brought new 
violence: Vietnamese deck- 
hands got knifed, and their gear and nets 
were often sabotaged. 

Those days seem a long way off. Now, 
the harbour’s best boats are mostly Viet- 
namese-owned. A generation of Vietnam- 
ese kids has passed through Palacios High 
School. This year, as has become the norm, 
both the Valedictorian and the Salutorian 
of the graduating class were Vietnamese. 
Being Catholics has helped. Vietnamese 
fishermen are as eager to have their boats 
blessed as their Latino neighbours. 

More than a million Vietnamese came 
to America after the defeat of South Viet- 
nam in 1975. Many were middle-class peo- 
ple who made for the cities (80,000 live in 
Houston). The fishermen who staked their 
claim in Palacios had to struggle against the 
odds. But the non-Vietnamese in Palacios 
no longer ask who these foreigners are. 
They say the Vietnamese remind them of 
traditional American virtues much of the 
country is busy forgetting: family, commu- 
nity, God, a Herculean work ethic, and a 
passionate hatred of communism. 
Se | 
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Tom Jefferson's helping hand 


D 1807 Thomas Jefferson was served a subpoena, and he did 
not take it kindly. What would be left of a president's author- 
ity, he railed, "if the several courts could bandy him from pillar 
to post, keep him constantly trudging from north to south and 
east to west, and withdraw him entirely from his constitutional 
duties?" It is worth recalling those expostulatory words this 
week, as William Jefferson Clinton contemplates what he will 
tell the grand jury on August 17th about Monica Lewinsky. The 
current president's authority has indeed been compromised by 
legal distractions. The former president would at any rate have 
sympathised about that loss of authority. 

Is this a one-off misfortune, inflicted upon Mr Clinton by his 
own foolish behaviour; or is the in- 
stitution of the presidency in dan- 
ger of being weakened by an excess 
of legal zeal? 

You could call this the Gore 
question. Imagine, as still seems 
quite likely, that Vice-President AI 
Gore is elected to the top job in 
2000. There is scarcely a whiff of 
personal scandal about Mr Gore: 
his main offence in this department 
is to have claimed (falsely, it turned 
out) that his fairy-tale marriage in- 
spired Erich Segal's sugary novel, 
"Love Story". It is true that Mr Gore 
has made some possibly weightier 
mistakes: he called campaign do- 
nors on an official telephone, possi- 
bly violating an obscure 19th-cen- 
tury law; he went to a sleazy fund- 
raising event in a Buddhist temple. 
But, by the standards of most politi- 
cians, this is not exactly unusual: if a 
Gore presidency were side-tracked 
by such things, it seems likely that 
most others would be. If this were 
so, might it be time to worry? 

The judges who guard America's constitution do not appear 
worried. Repeatedly over the past year, they have handed down 
rulings that make it easier to mount legal attacks on the presi- 
dent. In May 1997 the Supreme Court unanimously found that 
the Paula Jones sexual-harassment suit should proceed against 
Mr Clinton, rather than being postponed until he was out of 
office. This year lower courts have followed on, ruling that the 
independent prosecutor, Ken Starr, can compel testimony from 
the president's political advisers, from White House lawyers, 
and from the secret servicemen who guard the president from 
assassins. In each of these cases, the White House argued that Mr 
Clinton's entourage should be immune from Mr Starr's subpoe- 
nas, lest their service to the president be impeded by the knowl- 
edge that they might later be compelled to testify against him. 
And in each case the argument for executive privilege was re- 
jected by the supervisors of the law. 

What might this mean for a future President Gore? In the 
view of the Supreme Court, it would mean nothing. In its Jones 
ruling last year, the court pointed out that only three sitting pres- 
idents have been subjected to suits for private actions. "If the 
past is any indicator," the court opined, "it seems unlikely that a 
deluge of such litigation will ever engulf the presidency." The 
trouble, however, is that the past may not be an indicator. The 
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number of civil cases filed annually in federal district courts has 
quadrupled since 1960; and the average case involves more 
time, money and general distraction than it used to. Moreover, 
the Jones case may mark the advent of a new kind of politically 
flavoured civil suit. This device has proved so effective that it is 
likely to be used again in future. 

Mrs Jones may not herself have been politically motivated; 
but some of her conservative backers and lawyers were clearly 
out to hobble Mr Clinton. By taking up the Jones case, they 
gained the authority to compel sworn testimony from a number 
of women about Mr Clinton’s sex life; they even got a chance to 
interrogate the president himself about his past dalliances. 
These investigations spawned the 
Lewinsky scandal: they unearthed 
the possibility that Miss Lewinsky 
had had an affair with the presi- 
dent; and they created the circum- 
stances in which Mr Clinton may 
have conspired to obstruct justice, 
by plotting to obscure the affair 
from Mrs Jones’s lawyers. In April a 
judge declared Mrs Jones’s sexual- 
harassment claim meritless on legal 
grounds. No matter: by then its po- 
litical merits had been amply 
demonstrated. 

These merits, moreover, have 
been compounded by the subse- 
quent refusal of lower courts to up- 
hold Mr Clinton’s claims of execu- 
tive privilege. Thus exposed, the 
president has had to watch while a 
now unimpeded Mr Starr began to 
require testimony from all and sun- 
dry in the White House, in a search 
for evidence that might strengthen 
his case against Mr Clinton. 

If a dismissed civil suit can ulti- 
mately lead to the interrogation of 
all presidential intimates under oath, it is a fair bet that future 
presidents will come under similar attack. A President Gore, or 
some other leader beyond personal reproach, might suddenly 
discover that murky fund-raising was enough to get the lawyers 
on his tail. Admittedly, the degree of murk will matter. And, ifthe 
lawyers seemed too unscrupulous, or the issue too minor, public 
opinion might rally behind the president. But this thought will 
not be enough to cheer all would-be presidents. 

Hence the suspicion that, as Jefferson feared, the president 
must be protected from some sorts of legal attack if he is to per- 
form his duties properly. This does not mean that the president 
should be above the law; it means only that the law should not 
descend on his head for genuinely petty reasons, or out of exces- 
sive lawyerly enthusiasm. During the Watergate scandal, Rich- 
ard Nixon attempted to tip the balance against presidential 
accountability; and in so doing he discredited the case for lim- 
ited executive privilege. As a result, the pendulum may have 
swung too far the other way. It may need to be coaxed back, not 
violently but with careful tugs. The open-ended powers of the 
independent counsel, some people argue, may need to be re- 
stricted. Maybe Congress should consider enshrining some exec- 
utive privilege in law. And, certainly, judges need to be vigilant 
in quashing frivolous suits at the outset. 
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Brazil prepares for Cardoso 
without coat-tails 


BRASILIA 


Brazilians have a pretty good idea of who their next president will be. Many 
other issues in their general election remain uncertain 


HOUGH the vote is not until October 

4th, the most important question in 
Brazil's election may turn out to have been 
answered back in June. That was when 
President Fernando Henrique Cardoso re- 
versed a two-month free-fall in public back- 
ing for his quest for a second term that had 
placed him almost level with Luiz Inacio 
Lula da Silva, his chief opponent. Not only 
did Mr Cardoso recover his habitual dou- 
ble-digit lead, but so far hehas hung on to it. 
The latest polls show him about 13% ahead. 

Much else about the election is open, 
starting with whether Mr Cardoso will win 
the clear majority needed to avoid a run-off 
ballot. An electorate of 106m will also 
choose a new Congress (all 513 of the seats 
in the lower house and a third ofthe 81 Sen- 
ate seats are up for grabs), as well as Brazil's 
27 powerful governors and its less-power- 
ful 1,059 state legislators. Here the picture is 
cloudier. Mr Cardoso's party risks defeat in 
several states, and the new Congress is un- 
likely to be much more biddable than the 
present one. 

At stake is the ability ofthe world's third 
most populous democracy to offer effective 
government to a huge and diverse country. 
A few years ago, many Brazilians were 
gloomy about this. It is a tribute to Mr Car- 
doso's administration that they are now 
much less so. He has delivered low infla- 
tion, the makings of a more competitive 
economy, a large privatisation programme 
(including the sale on July 29th of Telebras, 
the telecoms system), and some improve- 
ments in social provision, as well as a con- 
stitutional change allowing him to run for 
a second consecutive term. 

But partly because of the failings of Bra- 
zil’s undisciplined political parties, his gov- 
ernment has also left much undone. In par- 
ticular, its failure to persuade congressmen 
to reduce their powers of patronage by re- 
forming the pension system and the public 
finances has left Brazil with a huge budget 
deficit (running close to 7% of Gpp), making 
it the unhappy hostage of the world’s turbu- 
lent financial markets. The immediate task 
facing a second Cardoso government, as of- 
ficials admit, is to push through a fiscal re- 
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form for which they will need the backing— 
or at least the acquiescence—of both Con- 
gress and the top state governors. 

First, though, Mr Cardoso must win the 
election. His recent slide gave his team a 
salutary fright. In 1994, he won a storming 
victory over Mr da Silva, the candidate of 
the leftist Workers’ Party (Pr), thanks to the 
success of the real plan, the inflation-beat- 
ing scheme he launched as finance minis- 
ter. Now, it seems, price stability is no 
longer enough to satisfy voters, especially 
since its preservation required an increase 
in interest rates last October, causing the 
economy to stall and unemployment to 
rise. So Mr Cardoso has taken the offensive, 
expanding credit for housing and farming, 
and touting his (not negligible) achieve- 
ments in education and land reform. 

Mr da Silva, meanwhile, seems to have 
squandered his chance, railing against the 
Telebras privatisation and making popu- 
list spending promises rather than en- 
croaching on the centre ground dominated 
by his opponent. When, on a visit to Brazil 
last month, Peter Mandelson, the strategist 
behind the rise of Britain’s “new left” 
Blairism, called much of the pr backward- 
looking, he was woundingly accurate. 

Three things could still cloud Mr Car- 
doso’s prospects. What officials fear most is 
another market spasm, forcing them to 
raise interest rates again. Second, from Au- 
gust 18th, Brazil's television stations must 
carry 50 minutes a day of campaign ad- 
vertising, which could allow less well- 
known candidates (such as Ciro Gomes, a 


maverick former finance minister) to grab 
enough votes to force a run-off. And some 
25m mainly poor and poorly educated vot- 
ers have yet to make up their minds. 

Even so, the presidential fight is clear- 
cut compared with those for governor in 
Brazil’s three biggest and most powerful 
states, all now held by Mr Cardoso's Brazil- 
ian Social Democratic Party (PSDB). State 
races have rarely moved in lock-step with 
national campaigns, but now that incum- 
bent governors can for the first time run for 
re-election, these contests have become 
plebiscites on local matters. In Sao Paulo, 
the PspB's Mario Covas has been a model of 
budgetary rectitude, but is struggling 
against more congenially irresponsible op- 
ponents. The PSDB's man in Minas Gerais 
faces a tight race against Itamar Franco, an 
unimpressive ex-president sulking at the 
success of Mr Cardoso, his old finance min- 
ister. Rio de Janeiro state could fall to Cesar 
Maia, its capital's volatile ex-mayor. His 
party is the Liberal Front, Mr Cardoso's co- 
alition partner. 

Murkier still is the congressional elec- 
tion. There, according to Bolivar Lamou- 
nier, a political scientist in Sao Paulo, “the 
issue-content is almost zero", and success 
turns almost entirely on the fame or obscu- 
rity of the candidates. Mr Cardoso's five- 
party alliance will again enjoy a majority 
larger than the 60% required to approve 
constitutional changes. But that is on pa- 
per. Not only are two large parties allied 
with the government internally divided, 
but some congressmen swap party alle- 
giance rather frequently (see chart). 

Mr Lamounier expects the new Con- 
gress to be more rebellious than the present 
one, not least because the national mood is 
sourer than it was in 1994, when goodwill 
was running high for Mr Cardoso. But even 
ifa Cardoso victory is not matched by a cor- 
responding triumph in other branches of 
government, at least the prospective presi- 
dent will be armed with the lessons learned 
in four bruising years of governing Brazil. 


Members in lower house of Brazil's Congress, July 1998 (Feb 1995) 
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fic lights and few four-way 
stop-signs. At what point, lo- 
cals wonder, is the Vineyard 
no longer the Vineyard? “It’s 
like somebody turns on the 
‘Go crazy’ switch," says Ste- 
phen Morris, the owner of 
Dick's Bait and Tackle Shop in 
Oak Bluffs, one of the six 
towns on the island. 

The number of people rid- 
ing the ferries between Cape 
Cod and the Vineyard so far 
this year is 10% over last year's 
figure. Tourists are arriving in 
early spring and staying until 
the end of the year. Whole 
families are moving here per- 
manently from the mainland. 
The island's year-round popu- 
lation has increased by nearly 
a quarter in the past seven 
years; at the same time school 
enrolment has risen by well over a third. 

The influx is a boon for those who rely 
on tourist dollars. Foursomes soon will tee 
offevery ten minutes at the Mink Meadows 
Golf Club, Mr Clinton among them. An- 
other sign of the Vineyard's boom are sales 
at Eileen Blake's Pies & Otherwise, where se- 
cret-service agents last year selected seven 
lemon-cheese pies from a blue-and-white- 
checked stand on the front lawn. “She 
makes 100 pies a day and can't keep up 
with the demand," says her husband, Roger 
Blake, a Chevy-driving father of 12. 

There is a dark side, too. The Vineyard 
recently had its first murder in 20 years, 
when a man from Oak Bluffs was stabbed 
to death in what is thought to have been a 
drug-related crime. Other crimes, it is reck- 
oned, are on the increase. Many of those 
who live among the island's ancient stone 
walls and wisteria see the wave of outsiders 
as a threat to their rural ambience. At the 
very least, it is accused of further dividing 
haves from have-nots. Particularly when 
Mr Clinton comes to town, the island suf- 
fers a split, says Peter Simon, a photogra- 
pher. "Suddenly, it's ‘What party did you 
get invited to? Did you get to see him?' " 

The pressure is stretching the island in 
other ways. Affordable housing is scarce at 
this time of year; the Irish consulate advises 
its job-seeking nationals to stay away from 
the place. Freight ferries are running close 
to full capacity. Beach permits and parking 
spaces are horribly expensive. Locals sadly 
point to a rite known as the "Vineyard 
Dance"; some landlords refuse to offer an- 
nual leases, so that they can charge high 
summer rents. The result is that many peo- 
ple who would like to live here year-round 
have to leave their homes. Of those who can 
stay all the year, many commute to the 
mainland to buy things there instead of 
paying the local prices, which remain high 
even when most businesses close for the 
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Bill and Hillary could need helmets again 





winter and unemployment rockets. 

It is not easy to preserve, in a world of 
quick and inexpensive travel, the quiet 
pleasures of a former isolation. Perhaps Mr 
Clinton won't be without a burger for long. 


Hard luck, Bambi 


COLUMBIA, SOUTH CAROLINA 





OR more than 30 years, Sea Pines Plan- 

tation—the smart residential area of 
Hilton Head Island, off South Carolina— 
has been a model of avant-garde environ- 
mental policies. Houses had to be built of 
materials that blended naturally with the 
lush Lowcountry vegetation of live oaks 
and palmetto trees, and covenants were 
drawn up obliging residents on these 
"plantations" to preserve and protect the 
teeming wildlife. This wildlife, however, 
also includes the swarms of intellectuals 
and politicians who descend each January 
for the so-called Renaissance weekends. 
They have made Hilton Head, a few of 
whose 42 square miles (109 square 
kilometres) are still undeveloped, an even 
more attractive place to live. But increasing 
fame has done Sea Pines no good at all. 

The list of woes is long. The island's 25 
golf courses and many manicured lawns 
are kept weed-free with chemicals, which 
run off into the creeks and streams and en- 
ter the water supply. More and more boats 
are discharging petrol and other stuff into 
the water, poisoning the succulent local 
shellfish; on much of Hilton Head, shell- 
fish harvesting has been either forbidden 
or restricted. Waste from the residents' 
pampered dogs is getting into the water 
too, as is run-off from failed septic tanks. 
Most of all, there are too many cars. 

Sea Pines' radical development pattern 


UNITED STATES 


paid no heed to pedestrians, and residents 
cannot walk anywhere. The new ribbons of 
concrete that are being poured to serve the 
car (including a recently opened express- 
way) have encouraged more cars to come. 
They are bumping, literally, into the legacy 
of Sea Pines green past: an exploding 
population of white-tail deer. 

The deer are everywhere. They eat the 
carefully clipped shrubbery and devour the 
flower gardens, they are suspected of 
spreading disease—and they are getting in 
the motorists’ way. Deer and cars mangle 
each other once every nine days in Sea 
Pines, much more than in South Carolina 
as a whole, and the average car costs $2,000 
to put right afterwards. Enter a plan, some- 
what at odds with the island’s environmen- 
tal boasts, to keep the deer in their place. 

This plan, developed by the University 
of Georgia’s School of Forestry, will first of 
all thin out the herd from around 400 to 
200. No one knows exactly how this will be 
done. The three options appear to be lethal 
injection, bow-and-arrow hunting (nicely 
environmental, one would think), and 
sharp-shooting from a platform above a 
bait-trap, which may run foul of local stat- 
utes. The plan will also try to control the an- 
imals' fertility by injecting does with a drug 
to prevent conception and attempting 
chemically-induced abortions on females 
who are already pregnant. 

The Sea Pines’ board of trustees ap- 
proved the measure after hearing fervent 
testimony from both deer advocates and 
deer haters. The advocates, who suggested 
as an alternative an “Adopt-a-Doe” pro- 
gramme under which donors would pay 
for does to be sterilised, say they will try to 
stop the massacre with a court injunction 
or a lawsuit. There was no suggestion that 
cars, rather than deer, should be culled. 





The inner cities 
Breathless hush 
in the ‘hood 


LOS ANGELES 


VERY Sunday a group of boys from 

Compton, one of the bleakest bits of 
South-Central Los Angeles, team up with a 
handful of Irish expatriates to learn the an- 
cient Irish sport of hurling. Hurling, a fre- 
netic mixture of lacrosse and hockey, is a 
hard game to master if you insist on wear- 
ing the ludicrously baggy clothes of street 
gangs. Yet the boys seem quite fearless. 
Hurling holds few terrors if you grow up in 
the drive-by shooting capital of the world. 
Even better, they have learned excellent 
ball skills from playing the other game that 
fills their leisure time: cricket. 

The man responsible for this is Ted 
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sighting. Until finally, it becomes apparent. The CLK is all that everyone said that it was. A sleek leap into a tomorrow 
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Canada 
Hyper Hydro 


WINTER storm knocks down 1,400 

power pylons, 3,000 kilometres (1,875 
miles) of transmission lines and leaves 
more than 3m people shivering in the dark, 
some for as long as a month. A humbling 
experience, one might think, for the utility 
responsible for keeping those people 
plugged in. Think again. In the seven 
months since Montreal was crippled by the 
great storm of last winter, Hydro-Québec, 
the province's government-owned utility, 
has deftly exploited the disaster to advance 
its interests—and, critics say, to ride over 
the democratic checks on its monopoly 
and influence. 

Most significantly, it has won fast-track 
approval from the provincial government 
for a controversial strategic plan that will 
see the utility continue to divert and dam 
rivers, and multiply its already consider- 
able exports of power. Legislative hearings 
were indeed held on the plan, as required, 
but only after it had had a green light. Why 
the haste? The financial markets needed re- 
assuring, said the company—something 
many in the market said they were un- 
aware of. 

Similarly, the storm was used to win 
cabinet decrees for Hydro-Québec to short- 
circuit environmental and other hearings 
on the construction of huge new transmis- 
sion lines. It says the lines are needed to en- 
sure that there is no repeat of the black-out 
(even if it also said such a storm only occurs 
once every 1,000 years). Some of the lines, 


including one big one across bucolic farm- . 


land, will almost certainly also be used to 
push up its exports of power to the United 
States, perhaps the most contentious ele- 
ment of the plan. 

With that attractive and increasingly 
deregulated market in mind, Hydro-Qué- 
bec has also been pushing not to have to 
justify any increases in charges caused by 
its spending. To reveal its costs would ham- 
per its competitiveness, it says. Exports are 
also the reason the firm has let its batter- 
ies—its ocean-like reservoirs in the prov- 
ince’s north—be drained down to 35% of 
their capacity, critics argue. The power has 
gone south to cool off the United States' 
north-east, which baked in July's heat wave. 
Now, they fear, unless the rainfall is unusu- 
ally high, there will not be enough left over 
for Quebec's high season, the winter. Once 
again, citing competitive pressures, the 
firm will not comment. 

"They want to sell power all the way to 
Mexico," says Manon Lacharité, of the Que- 
bec Union for the Conservation of Nature. 
“Nothing inherently wrong with that, but it 
shouldn't be accomplished by the abuse of 
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The day the lights went out 


democracy in Quebec.” How can one util- 
ity, even the provincial government's own, 
achieve such influence? In part because Hy- 
dro-Québec is not just any utility: it is 
North America's largest. Still more impor- 
tant is its place in Quebec's iconography. 

Hydro-Québec was created in 1963 
through the takeover—étatisation might be 
the word—of sundry private-sector power 
companies, many of them owned by Eng- 
lish-speaking Canadians. Its birth was one 
of the seminal events of Quebec's "quiet 
revolution". That was the period of rapid 
change that saw the province's French- 
speaking majority emerge from clergy- 
dominated backwardness—the grande 
noirceur, the great darkness, as some called 
it—and join the modern, secular world. The 
utility’s birth was also a giant step towards 
the province's later and still continuing 
emergence from the domination of its 
economy by English-speakers. 

No wonder that for many Hydro-Qué- 
bec symbolises modern Quebec. No acci- 
dent either that the man behind it was 
René Lévesque, the French-speaking mes- 
siah who was later to form the separatist 
Parti Québécois and inspire the continuing 
crusade for independence from Canada. 

But Hydro-Québec's recent successes 
are also testimony to its skill in squeezing 
opportunity out of adversity. At nightly 
news conferences, its boss, André Caillé, 
sporty and ready-for-business in a now- 
famous turtleneck, gave the impression of 
openness and diligence. Heroic images of 
Hydro workers dangling from helicopters 
to restore broken cables suggested selfless 
devotion. And Quebeckers, awestruck by 
nature's power and their own helplessness 
before it, and suddenly appreciative of a 
service that till then they had taken for 
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granted, responded. Hydro-Québec's ap- 
proval ratings rocketed. 

It was textbook public relations, aided 
by the failure of Quebec's mainstream me- 
dia to examine just why the storm had 
done such damage. Fully 8096 of the top- 
pled pylons were over 30 years old; many 
were past their retirement age of 40-50 
years. Inspection and maintenance had 
been questionable. So too had been the in- 
spection and repair of some old dams. But 
such facts elicited little interest from the 
media, and from the utility nervous scorn: 
the tardy maintenance was "no more im- 
portant than if I had a meeting this morn- 
ing and was late," said a spokeswoman. 

The recent wave of goodwill for Hydro- 
Québec has been something of a rehabilita- 
tion. It had come off second-best in public- 
relations tussles with various native 
communities, notably the Cree Indians of 
northern Quebec, from whose ancestral 
lands much of its hydro-wealth flows. And 
its stubborn refusal to renegotiate a wildly 
profitable contract binding Newfound- 
land—Canada's poorest but most endear- 
ing province—to sell it power at 1960s 
prices well into the new millennium also 
cost it friends, even in Quebec. 

What Ms Lacharité calls *a huge capital 
of sympathy built up during the ice storm" 
has given Hydro-Québec a respite from 
such criticism. But will it last? Not the way 
Hydro-Québec is dipping into it, she as- 
serts: "It's almost all spent already." 





Cuba 


Just one lump 


HAVANA 


S IF Cubans did not have enough trou- 

bles already, thanks to Papa Fidel, 

Mother Nature has sent another. They have 
been suffering a severe drought. 

The hardest hit have been the eastern 
provinces, already Cuba's poorest, which 
have received barely half the normal rain- 
fall expected between April and July. The 
UN Food Programme estimates that Cuba 
has lost 42% of its annual harvest of staple 
crops, which would cost some $60m to re- 
place with imports—if Cuba had any hard 
currency with which to pay for them. So 
desperate is the situation that the UN has 
agreed to supply emergency food aid. 

That will help, as will the summer 
storms of the past few days. But the outlook 
remains bleak for the main agricultural 
product, sugar, which brings in half of Cu- 
ba's hard currency. The drought has wiped 
out large areas of newly planted cane for 
next year's harvest. It is the latest blow to the 
sugar industry, already hurt by unusually 
heavy rain in the spring which delayed the 
harvest by weeks. The poor sugar crop, plus 
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the fall in world prices of other exports like 
nickel, has led to a severe shortage of hard- 
currency reserves. Mr Castro recently con- 
ceded that, given the hardships facing the 
country, even 1.5% economic growth this 
year would be impressive, never mind the 
official forecasts of twice that figure. 

Cuban economists had hoped for a 
sugar harvest of 3.8m tonnes this year, up 
from local estimates of 3.3m last year, but 
well below the glorious 7m tonne harvests 
of the 1980s, when Cuba was the world's 
biggest sugar exporter. After the wet spring, 
the sugar ministry lowered its forecast to 
3.2m tonnes. Businessmen now say the fig- 
ure could fall as low as 2.5m. 

Sugar was the industry hardest hit by 
the collapse of the Soviet Union, which for 
years paid prices well above world levels. In 
1994, most of the inefficient state farms 
were broken up into workers' co-ops, but ef- 
ficiency has not improved. A big reason is 
that few people are willing to sweat in the 
fields for pitiful wages, when work on pri- 
vate farms pays better, in both cash and 
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kind. Moreover, easy money—dollars 
even—can be had in industries like tour- 
ism. Things are so bad that the industry still 
relies on the annual mobilisation of 50,000 
unskilled *voluntary" workers, usually stu- 
dents, to harvest, plant and weed the cane. 
There are signs that Mr Castro's govern- 
ment is at last beginning to see the serious- 


ness of the mess, and maybe to try to clear it 
up. Last year General Ulises Rosales del 
Toro—second in the hierarchy only to Mr 
Castro and his brother Raul—was put in 
charge of the sugar ministry. By Cuban 
standards of efficiency, the army is quite a 
success: it runs businesses in many indus- 
tries, such as tourism, and is heavily in- 
volved in agriculture. The general is already 
making changes and in March the govern- 
ment announced that it would, next year, 
start rewarding most farm workers for a 
good day's work with what they really 
want: more money. 

The general insists Cuba can return to 
the days of 7m tonne harvests. And that 
would not be just a pipedream, says Tony 
Hannah of the International Sugar Orga- 
nisation, if Cuba were to bring in foreign 
capital. Will the general consider private 
investment in the sugar industry? "It is not 
our policy right now,” he told a recent gath- 
ering in Havana. Another few harvests like 
this year's may make him change his mind. 








IBM's last tangle in Argentina 


BUENOS AIRES 


ENTION 18M in most countries 

and people think of high technol- 

ogy. Mention it in Argentina and these 
days many people think of scandal. 

The “1BM affair" began in 1995, when 
allegations came out that the computer gi- 
ant's local arm in 1993 had paid $37m in 
kickbacks and bribes to land a $250m 
contract to supply state-run Banco de la 
Nacion with a computer network to link 
up its 525 branches. Since then, à federal 
investigation has been plodding along. 
Now it is picking up speed. 

In April, Genaro Contartese, a former 
director of Banco de la Nacion, testified 
that he had profited by $1.5m, deposited 
in a Swiss bank account, for approving 
the IBM contract. In June, in the first sig- 
nificant effort to connect 1BM's United 
States headquarters to the case, arrest war- 
rants were issued for four executives who 
had been working for 1BM in 1994. 

The warrants, based on charges of 
bribery, came from Adolfo Bagnasco, the 
flamboyant federal judge who heads the 
investigation (and, under Argentina's ju- 
dicial system, acts as prosecutor too) 
Sporting a stubble beard and sunglasses, 
Mr Bagnasco is quick to meet the press af- 
ter securing some notable bit of evidence 
or issuing a warrant. He was recently talk- 
ing to Swiss reporters in Geneva during a 
trip to investigate two newly discovered 
bank accounts. 

Mr Bagnasco has repeatedly revived 
the case when it had appeared to have 
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stalled. Last May he completed a 24-page 
opinion that said there was evidence that 
the top managers of 1BM's Argentine unit 
transferred funds through a shell com- 
pany to "buy the will" of Banco de la 
Nacion's former directors. He charged ten 
people with bribery and defrauding the 
state. A court later ordered the bribery 
charges to be dropped. 

Among those charged were Aldo Da- 
done, a former president of Banco de la 
Nacion and a close friend of Domingo 
Cavallo, then President Carlos Menem's 
economy minister; IBM Argentina's ex- 
chairman, Ricardo Martorana; its former 
chief operating officer, Gustavo Soriani; 
and Juan Carlos Cattaneo, a former se- 
nior aide to Mr Menem's chief cabinet 
secretary, Alberto Kohan. 

For 1BM, the affair has been a public- 
relations nightmare. 1BM parted com- 
pany with Messrs Martorana and Soriani 
in 1995 for, it said, failing to manage the 
contract negotiations correctly. But it has 
always maintained that its headquarters 
did not know the details of the contract. 
IBM was not helped when, in June, the au- 
thorities in Mexico issued arrest warrants 
against three senior executives and 19 
Mexico city officials charged with an un- 
lawful bidding process in the award of a 
contract to supply a computer system for 
the city's prosecutors—who said it never 
worked anyway. IBM in July agreed to set- 
tle that claim for $37m, but the charges 
were not withdrawn. 


To Argentines disenchanted with the 
high unemployment that they blame on 
Mr Menem’s free-market policies, IBM's 
silver high-rise headquarters in Buenos 
Aires has come to symbolise the many | 
allegations of corruption that, proven or 
not, hover around his administration. Mr 
Cavallo, a loud campaigner against cor- 
ruption even before—and much more af- 
ter—he lost his cabinet job in July 1996, 
has repeatedly claimed that Mr Kohan 
knew of the illegal dealings. 

The affair has cost 1BM more than a 
loss of image. Banco de la Nacion can- 
celled the contract in 1996, and sued. IBM | 
counter-sued, but later, in an out-of-court 
settlement, returned half of the $82m it 
had so far been paid. Argentina's tax-col- 
lection authority decided this year not to 
renew two contracts worth over $500m, 
claiming it could save $120m a year by set- 
ting up a computer system by itself. An- 
other judge is looking into these con- | 
tracts. In July 18m bowed, saying it would 
no longer bid for government contracts at 
all in Argentina, nor for any state con- 
tracts in other Latin American countries 
in which it would be the sole bidder. 

The case is far from resolved. The local 
press reported this week that Mr Cavallo 
is now challenging Mr Menem's party to 
confront the issue openly. As for Mr Ba- 
gnasco, he is determined to find out 
whether 1BM's head office was involved, 
and wants witnesses to come from the 
United States. The men he is eager to talk 
to say they will give evidence there, but 
not in Argentina; and, though he is trying, 
his prospect of getting anyone extradited 
for that purpose is slim. 
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South Africa's hurtful truth 


PRETORIA 


The Truth and Reconciliation Commission finishes most ofits work this week. 
It has got at some awful truths but reconciliation is beyond it 


N DEFENCE ofthe apartheid state, white 
scientists sought to create bacteria that 

would kill only blacks. Laboratory assis- 
tants masturbated baboons, to use their 
sperm for experiments to find a vaccine to 
make black women sterile. Government re- 
searchers produced a tonne of Ecstasy, hop- 
ing to dope enraged demonstrators into 
feeling happy with their disfranchised lot. 
If nothing else, the Truth and Reconcilia- 
tion Commission has made it impossible 
for white South Africans to pretend that the 
old regime was anything but vile. By offer- 
ing amnesty to the perpetrators of politi- 
cally motivated crimes in return for full 
confessions, the commission has tempted 
hordes of brutes to come clean, and added 
a stack of gory pages to the history books. 

But the commission, which was 
due to wind up on July 31st, is remark- 
ably unpopular.A recent survey found 
that most South Africans felt it had 
polarised the races rather than pro- 
moted reconciliation. Understand- 
able, perhaps, given the enormity of 
the crimes it has revealed, but an un- 
comfortable sign that the commission 
may have failed in its main objective. 

Whereas black South Africans 
tended to believe that its investiga- 
tions had been fair, most whites 
thought that it had been biased 
against their tribe. Constand Viljoen, a 
retired general who leads the Afrika- 
ner Freedom Front, a white national- 
ist party, declares that the commission 
is little more than a propaganda tool 
for the ruling African National Con- 
gress (ANC). He claims that the hear- 
ingson the apartheid government's re- 
search into chemical and biological 
warfare (which produced the revela- 
tions on bacteria and sperm and so 
on) gave an unfair impression of what 
was actually a programme to help 
South Africa to defend itself against 
the attacks to which its troops were 
vulnerable in Angola. 

It is easy to see why the truth com- 
mission might be suspected of partial- 
ity. All but two of its 17 members are 
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considered pro-ANC. Strenuous efforts 
have been made to expose the apartheid 
state’s death-squads; far less energy has 
gone into investigating the torture of dissi- 
dents in ANC camps, or the fate of hun- 
dreds of Inkatha Freedom Party officials 
thought to have been killed by ANC hitmen. 

An attempt by 37 senior ANC leaders to 
apply fora collective amnesty without actu- 
ally confessing to anything was thwarted 
for breaking too obviously the commis- 
sion’s founding law. But there has been no 
further probe into what crimes the 37, who 
include Thabo Mbeki, the deputy presi- 
dent, may have committed, if any. The one 
high-ranking ANC member to be roasted 
before the commission was Winnie 
Madikizela-Mandela, the president’s ex- 
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wife, who was causing the party so much 
trouble at the time that it could almost have 
been in the ANC's interest to have her al- 
leged murderous misdeeds publicised. 

That the commission’s life has been ex- 
tended several times could, as its members 
insist, be because it needs more time to sift 
through the mass of accumulated testi- 
mony. Or it could be because the ANC is de- 
riving political capital from the process. Al- 
though the commission’s main task of 
investigating brutality and torture is due to 
end this week (with a report to be handed to 
the president on October 31st), the repara- 
tions committee's work could drag on for a 
bit and the amnesty committee's work for 
even longer. 

Suspicions would have been allayed by 
the appointment of commissioners with a 
broader range of political sympathies. 
Since it is almost impossible to make the 
evidence support any other conclusion, a 
more independent commission would still 
have exposed the apartheid security forces 
as the villains that they were, and shown 
the ANC to have been the sometimes flawed 
freedom fighters that they were. 

Another worry about the commission is 
that it has failed to nail the most senior 
brutes. Several of the dull-witted, mid- 
level bureaucrats of death, such as Col- 
onel Eugene de Kock, head of a secret 
unit that murdered opponents of 
apartheid, have confessed in convinc- 
ing detail. Colonel de Kock insisted 
that his orders came from the very top. 
But the commission has had little suc- 
cess in proving this. Ex-President P.W. 
Botha was called to testify, refused, 
and is currently on trial for contempt 
of court. But because of the commis- 
sion's reluctance to make an Afrikaner 
martyr of him, nobody expects him to 
suffer serious punishment. 

Only in the past month, as the 
commission was about to complete its 
business, has the first apartheid-era 
cabinet minister admitted to authoris- 
ing terrorist acts. Adriaan Vlok, a for- 
mer law-and-order minister, con- 
fessed to ordering the bombings of 
two buildings where ANC agents were 
thought to meet, and of cinemas that 
were showing "Cry Freedom", an anti- 
apartheid movie. He said that one of 
the attacks, on the South African 
Council of Churches' headquarters at 
Khotso House in Johannesburg in 
1988, was carried out on the (vaguely 
worded) instructions of Mr Botha. 
Other cabinet ministers knew that the 
police were behind the blasts, he 
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claims, and congratulated him. 

Mr Vlok's testimony hints at what most 
South Africans believe to be the truth: that 
Mr Botha and his ministers knew and ap- 
proved of their subordinates' crimes. But 
Mr Vlok denied that the cabinet ever actu- 
ally ordered anyone's death. Like his col- 
leagues, he continues to claim that instruc- 
tions to "eliminate" suspected ANC 
members or “remove [them] from society" 
simply meant to arrest them. 

This convinces no one. And the fact that 
the men who gave the orders are not being 
prosecuted lends credibility to conspiracy 
theories about possible deals struck when 
the ANC was negotiating with the National 
Party for a transition to majority rule. Was 
it agreed that talks would progress more 
smoothly if all participants could be sure 
that they would not be held responsible for 
past atrocities? Both sides dismiss the idea. 

It is too early to assess the work of the 
truth commission. In ten years' time, it may 
be that it will be seen as a sad step down the 
road to South Africa's disintegration. But it 
is more likely that future historians will 
note that, for all its shortcomings, it un- 
earthed a sizeable chunk of truth about the 
country's awful past, and did so on a bud- 
get barely large enough to buy every South 
African a Coke. It has not reconciled the op- 
pressors with their victims, but that was al- 
ways going to take a long time. As Arch- 
bishop Desmond Tutu, the commission's 
chairman, says: "The truth hurts." 





Kenya 


Knocking the 
good guys 


BIZARRE saga ended on July 29th 

when Kenya's President Daniel arap 
Moi, under sharp international pressure, 
suspended Harun Mwau, the head of Ke- 
nya's Anti-Corruption Authority. Last week 
Mr Mwau had obtained arrest warrants for 
some of Kenya's top financial managers. 
Curiously, his victims belonged to the little 
group of overworked mandarins who are 
considered to be among Kenya's few clean 
senior civil servants. 

The anti-corruption authority was es- 
tablished at the insistence of the IMF last 
December, after the Fund had suspended 
loans to Kenya largely over corruption is- 
sues. In particular, foreign donors were dis- 
turbed by the removal of Samuel Chebii, 
who had shown he was prepared to defy 
greedy traders, from his post as head of Ke- 
nya's Customs and Excise Department. Do- 
nor pressure led to his reinstatement. 

But ten days ago Mr Chebii was in trou- 
ble again, when arrest warrants were issued 
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Nyachae leads a band of cleaners 


for him and for senior officials from the Ke- 
nya Revenue Authority. Mr Chebii and his 
colleagues belong to the tiny bureaucratic 
elite led by the minister of finance, Simeon 
Nyachae, and the governor of the central 
bank, Micah Cheserem. This little group is 
widely credited with keeping Kenya's econ- 
omy from buckling under the weight of 
high-level corruption. 

The anti-corruption authority, which is 
regarded with general scepticism by most 
Kenyans, claimed that the officials had de- 
frauded the government of around $4m by 
allowing grain millers to avoid import du- 
ties imposed last year to protect local farm- 
ers. Mr Nyachae strenuously protested that 
the decision giving the millers exemption 
had been approved at cabinet level and no 
law had been broken. 

The attorney-general then dropped the 
charges. But such is the cynicism with 
which many Kenyans regard their govern- 
ment that the dropping of the charges 
caused a kneejerk reaction from opposi- 
tion politicians, who argued that the offi- 
cials had to prove their innocence in court. 

Instead, Mr Moi has set up a tribunal to 
investigate Mr Mwau's performance. The 
fact that he waited five days before taking 
action feeds the suspicion that one or two 
of his cronies may indeed have wanted 
men of probity out of the way. Some even 
suspect that Mr Moi's ruling party might 
have been behind the attempted arrests, 
hoping thereby to weaken Mr Cheserem 
and the ambitious Mr Nyachae. The two 
men have forged close working relations. 
Their efforts to stem corruption have irri- 
tated fat cats keen to get even fatter before 
the next election, which Mr Moi is constitu- 
tionally banned from contesting. 
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Beginning of 
the end? 


JERUSALEM 


PART from his gift of the gab, Binyamin 
Netanyahu seems to be blessed with 
that greatest of boons, good luck. On July 
29th, just as he was suffering the most sting- 
ing parliamentary setback of his two years 
in office, fortune intervened in the form of 
an obtusely impolitic attack by Ori Orr, a 
senior Labour Party man, on the Sephar- 
dim, the oriental Jews who make up almost 
half of Israel’s Jewish population. Mr Net- 
anyahu's defeat in the Knesset, on the pre- 
liminary reading of a bill to dissolve the 
house, was almost jostled off the air waves 
by the predictably strident furore and ab- 
ject Labour wailing that followed some un- 
pleasant remarks by Mr Orr, a general- 
turned-politician, in Ha'aretz newspaper. 

Labour had been saying that a victory 
on the dissolution bill, to be voted on on 
the last day of the Knesset's summer term, 
would mark the start of an inexorable 
build-up to an early poll. But the House 
went into recess with Mr Netanyahu's with- 
ering words ringing in opposition ears: 
"Dissolve the Knesset if you dare. Whom 
will you go to elections with? The Orthodox 
whom you disparage? The ultra-Orthodox 
whom you have alienated? The Sephardim 
who you say are not Israeli enough?" 

The peace talks with the Palestinians, 
which were the original subject of the 
Knesset debate, have been half-heartedly re- 
sumed. But Israel's "second further re- 
deployment" from the West Bank remains 
as elusive as Mr Netanyahu's true inten- 
tions are unfathomable, even to his closest 
allies. "We were happy", said Alex Lubot- 
zky, a disenchanted member of the rela- 
tively moderate Third Way, “as long as we 
thought Netanyahu was duping the [hard- 
line] National Religious Party. Then he 
duped us too, and we understood how 
wrong we had been to be happy before." 

Mr Netanyahu sent his defence minis- 
ter, Yitzhak Mordechai, to negotiate with 
Yasser Arafat's deputy, Mahmoud Abbas 
(also known as Abu Mazen). But hints from 
Mr Mordechai of some softening of the Is- 
raeli line were promptly scotched by Mr 
Netanyahu, or by his colleague, the even 
more hawkish Ariel Sharon. 

Mr Mordechai was reported to have in- 
dicated that Israel would make do with an 
abrogation of the Palestinian National 
Covenant (calling for Israel's destruction) 
by a smaller, and more manageable, body 
than the full Palestine National Council, 
the Palestinians’ unwieldy parliament-in- 
exile. No, said the prime minister, we insist 
on the council. Mr Sharon, visiting China 
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and Mongolia, kept upa constant stream of 
telephone calls and faxes to Jerusalem ex- 
pounding on the dangers of the 13% pull- 
back from the West Bank proposed by the 
Americans. 

Mr Lubotzky and his party colleagues 
sided with the opposition in the vote on 
July 29th, as did Dan Meridor of the ruling 
Likud party, an erstwhile minister of fi- 
nance who has now thrown down an open 
challenge to Mr Netanyahu's leadership. 
The result was 60 votes in favour of dissolu- 
tion, and only six against, because Mr Net- 
anyahu, sensing certain defeat and fearing 
defections on both the moderate and the 
hardline wings of his coalition, ordered co- 
alition members not to take part. 

The bill will need to pass three further 
readings, winning majorities of 61 in the 
120-member Knesset, in order to become 
law. The process can begin only when the 
Knesset reconvenes towards the end of Oc- 
tober. Nevertheless, this week's episode was 
important because it highlighted, for the 
first time, the outlines of the left-right front 


Jordan 


that would be needed to dislodge the prime 
minister before the statutory end of his 
term in November 2000. 

Logically, that front is flawed. The po- 
tential rebels on Mr Netanyahu's flanks 
want the dissolution bill hanging over his 
head for opposite reasons: moderates to 
spur him into an agreement with the Pal- 
estinians; hardliners to deter him from 
making any such deal. 

But the bill's preliminary passage, and 
the prime ministers discomfiture, may 
mean that the widespread distrust of Mr 
Netanyahu inside his own coalition is gen- 
erating a logic of its own. Old-time Knesset 
pundits say that dissolution bills, once they 
begin to roll forward, create à momentum 
which eventually leads the two big parties 
to sit down informally and set an agreed 
date for an early election. But, as Mr Netan- 
yahu points out, that was under the old sys- 
tem, when even a simple majority could de- 
pose a prime minister. Now that the prime 
minister is directly elected, he is much 
harder to dislodge. 
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Without its king, for a time 


AMMAN 


How indispensable is King Hussein? 


EARLY 90% of all Jordanians were 
born during King Hussein's 46-year 
reign. For most of that time the king has run 
the country, either as a straightforward 
authoritarian or, since 1989, as a hands-on 
constitutional monarch. He has won gen- 


eral respect for his political skills, endur- . 


ance and character. How, then, will Jordan 
manage without him if his cancer keeps 
him outside the country for long or—at the 
very worst—kills him? 

King Hussein is far from dead. “Rest as- 
sured, I am not over and done with,” he de- 
clared in a televised address to the nation 
on July 28th. His form of cancerous lym- 
phoma responds well to treatment and was 
detected early. But it will keep the king in 
the United States for five months of chemo- 
therapy at the Mayo Clinic in Minnesota, 
and will doubtless leave him tired on his 
return. Most Jordanians accept that the 
king, who had a bout of renal cancer in 
1992 and a prostate operation in 1997, is 
unlikely ever to regain full fitness. 

He has played such a commanding role 
in Jordanian politics that, at one stage, his 
illness would have been a disaster. But over 
the past year, Jordan's political institutions 
have shown unexpected signs of strength 
and independence. Parliament is often dis- 
missed as a rubber-stamp but, on July 28th, 
a parliamentary committee significantly 
watered down a ludicrously strict press law 
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inspired by the king. To the astonishment 
of all, the courts had earlier thrown out the 
previous press law. And when the govern- 
ment tried to take control of the savings 
funds of groups critical of Jordan's peace 
treaty with Israel, concerted resistance by 
their members and Jordan's banks forced it 
to back down. A "national conference" of 
opposition parties, unions and various 
pressure-groups is getting together to chal- 
lenge the royally appointed government's 
political agenda. The king's absence may 
well encourage this new assertiveness. 

King Hussein set political liberalisation 
in motion but he has now, claim many Jor- 
danians, become the main obstacle in its 
path. The popularity, and the contrariness, 
of the opposition after the reintroduction 
of democracy in 1989 seem to have taken 
him aback. Faced with Islamist groups bit- 
terly opposed to peace with Israel, he set 
about reining in the opposition, first with 
an electoral law that had the effect of reduc- 
ing the number of Islamists in parliament 
and then with the draconian new press 
law. Measures to curtail the politically pow- 
erful professional associations were in the 
works before the king's illness. For the time 
being at least, liberals hope, this retrench- 
ment will be shelved. 

But there is one issue everyone wants 
the king to sort out before his health gets 
any worse: the succession. According to the 
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constitution, the throne should pass to the 
king's eldest son. But in 1965, when his el- 
dest son, Abdullah, was a child, King Hus- 
sein introduced an amendment making 
his brother, Hassan, crown prince. 

Prince Hassan has served as his regent 
and heir ever since. But the king is under- 
stood to want one of his own sons to suc- 
ceed eventually. While confirming the 
prince as his heir, the king recently sug- 
gested that a council of the royal family 
should pick the ruler after that—thereby al- 
lowing the crown to revert to his own line. 
Jordanians deep into palace intrigue claim 
that the king considered dropping Prince 
Hassan altogether, possibly in favour of 
Hamzeh, one of his own younger sons. 

All of the candidates have drawbacks. 
Prince Hassan, more intellectual and in 
many ways more gifted than his brother, is 
stand-offish and does not inspire nearly as 
much public affection. His supporters con- 
tend that the king has not allowed him to 
shine; once on the throne, he would blos- 
som, they insist. Prince Abdullah, aged 36 
and the king's right-hand man in the army, 
has never concerned himself with politics. 
At 18, Prince Hamzeh is an unknown quan- 
tity (just as King Hussein was when he be- 
came king, aged 17) But his succession 
would require a further amendment to the 
constitution—and would anger the other 
princes and their supporters. 

Whoever eventually steps up to Jordan's 
throne, the country's foreign policy is un- 
likely to change. The three princes are all 
westernised: Hassan went to Harrow and 
Oxford, Abdullah's mother is British and 
Hamzeh’s is American-born Queen Noor. 
King Hussein's vision of alliance with 
America, peace with Israel, and strictly lim- 
ited democracy at home is expected to en- 
dure, at least for a time. 
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After a year of intensive pisuen. the Economist 
Intelligence Unit has published a new guide and 
directory Which executive programme? 





profitability gains which shareholder 
The 1998 edition contains a programme directory 
split by subject including finance, human resources, 
marketing and general management. This will help 
you ensure that the time and resources your group 
invests in executive training will be worthwhile. 


pressure induces." 


Whilst the UK programme has 
drawn to a close, we estimate that 
over the next 10 years over 
US$350bn. of assets are earmarked 
for privatisation internationally. 





The easy-to-use 300-page guide and directory is 
designed to help any chief executive, human resource 
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director or line manager select the best course for 
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their organisation's management development. 


Containing exclusive research carried out by the 
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objective assessments of individual providers and 
their programmes. Which executive programme? 
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to help you pinpoint your needs quickly and easily. 
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The dark side of the Caucasus 


BAKU 


Theleaders of Georgia and Azerbaijan, skilled veterans of Soviet politics, face a 


new danger—mayhem to their north 


RESIDENT HEIDAR ALIEV of Azerbai- 
jan was in fine, breezy form when he 
travelled to Britain last month. After hob- 
nobbing with Queen Elizabeth and signing 
energy contracts worth up to $13 billion, he 
dropped in at a small art gallery in east 
London where some very senior British 
and American oil executives were waiting 
meekly to pay their respects. One by one, 
they begged his pardon for having underes- 
timated the importance of his country. 
With imperious grace, he promised to for- 
give them as long as they really meant it. 
Like his neighbour, and fellow veteran 
of Soviet politics, President Edward Shev- 
ardnadze of Georgia, the Azeri leader has 
responded artfully to the waning of Mos- 
cow's influence over his native land. Cap- 
italising on the region's potential as an en- 
ergy source for the 21st century, Mr Aliev 
has looked westwards—towards Turkey, 
Western Europe and the United States—for 
new strategic and commercial partners. It 
is a remarkable transformation for a place 
like Azerbaijan, which for decades was 
among the most loyal of Soviet republics. 
At least since 1994, when the conflicts 
that had ravaged the south Caucasus were 
stabilised (though not settled), Russia's re- 
treat has provided a golden opportunity for 
Azerbaijan and Georgia to make new dip- 





lomatic friends and influence people in 
London, Washington and beyond. Luckily, 
Presidents Aliev and Shevardnadze get 
along better now than they did as rivals in 
the Soviet Politburo; the old foxes have 
shown a geopolitical skill that Russian 
strategists must envy. 

As both leaders have found, success on 
the world stage can help to ease the pain of 
losing control over part of one's own terri- 
tory. About 16% of Azerbaijan's land has 
been in Armenian hands since a grisly war 
that more-or-less ended in 1994; Georgian 
troops were driven out of the coastal region 
of Abkhazia in 1993. The two south Cauc- 
asian bosses have absorbed the political 
costs of these bitter defeats, and charted a 
long-term strategy to reverse them. Mr 
Shevardnadze, sensing a slippage in his 
popularity among economic losers (and 
also the victims of a flare-up of fighting 
around Abkhazia in May), announced a 
wide-ranging cabinet shuffle this week. But 
he still towers over the Georgian political 
scene. Indeed, uncertainty over his even- 
tual succession—and that of Mr Aliev—is 
among the more significant question- 
marks hanging over the region. 

In recent months, though, Georgia and 
Azerbaijan have faced another serious chal- 
lenge: deepening chaos, and declining Rus- 
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sian authority, on the northern side of the 
Caucasus mountains, on a scale which 
could wreck their own fragile and hard- 
won stability. The news from the north 
Caucasus, home to a bewildering patch- 
work of ethnically diverse peoples, seems to 
get worse and worse. In Chechnya, where 
Russian troops were forced out two years 
ago after an exceptionally brutal war, Presi- 
dent Aslan Maskhadov is struggling to sup- 
press armed Islamist factions. He narrowly 
survived a car bomb last month—and 
blamed Russian security services bent on 
causing further instability. 

On July 25th, Russia's President Boris 
Yeltsin fired off a rather desperate state- 
ment of support for “the Chechen leader- 
ship in general and Maskhadov in particu- 
lar". But this message failed to dent Mr Mas- 
khadov's suspicion that Moscow—or at 
least some people there—intended to 
“strangle” his homeland, by holding back 
promised reconstruction aid and fuelling 
discontent. Whatever Russia’s real inten- 
tions, Mr Maskhadov also has plenty of 
home-grown enemies, thanks to the self- 
compounding problems of poverty, unem- 
ployment, crime and abduction, which 
have been spreading across the north Cau- 
casian chain of semi-independent territo- 
ries. The atmosphere is so tense that an 
“anti-terrorist” exercise by Russian forces 
in Stavropol this week has set many nerves 
in the region a-jangling. 

Both in Chechnya, where Russia's direct 
influence is minimal, and in other north 
Caucasian republics where the Kremlin's 
writ more or less runs, the basic problem is 
the same. Moscow has simply run out of 
money to subsidise the region, ease the 
worst of its social problems and reward po- 
litical friends. At a minimum, this may cre- 
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Grim reapers over the mountains 


ate a political vacuum in which long-stand- 
ing rivalries—for example, between the 30 
or so ethnic groups in strategically impor- 
tant but unstable Dagestan—will boil over. 

And there will always be suspicious folk 
who believe something worse is happen- 
ing: a deliberate attempt by Russia to di- 
vide and rule by stirring up conflict. Mukh- 
arbek Aushev, who is head of the north 
Caucasian faction in Russia's parliament— 
and certainly no fanatic—alleges that pow- 





erful forces in Moscow want to set Chech- 
nya, Dagestan, his native Ingushetia and 
possibly North Ossetia (Russia’s best friend 
in the region) at loggerheads. A crisis in the 
north Caucasus, he adds, would be handy 
for anyone wanting an excuse to declare 
emergency rule in Russia. 

For the nervous leaders of Georgia and 
Azerbaijan, it hardly matters whether all 
these conspiracy theories are true. Two dan- 
gers are already visible. First, mayhem in 


Dagestan could draw in the Lezgins, a peo- 
ple who straddle the border with Azerbai- 
jan: about 200,000 of them live on each 
side. The establishment of this frontier has 
left families divided and cut farmers off 
from their own fields. A provocateur who 
called on all Lezgin people to rally round 
would have an easy time of it. 

Secondly, Georgians have bitter memo- 
ries of the close relations between the sepa- 
ratists of Abkhazia and their fellow Mus- 
lims on the other side of the mountains. 
The Abkhaz war effort in 1992-93 was 
helped by hundreds of north Caucasian 
volunteers, as well as Russian Cossacks. 
Since losing that war, Mr Shevardnadze has 
persuaded Russia to impose a half-hearted 
blockade on the breakaway Abkhaz statelet. 
But if Russia’s authority over the entire re- 
gion collapses, ties between the Abkhaz 
and their northern friends might revive. 

Presidents Aliev and Shevardnadze are 
doing their best to pre-empt these dangers. 
Both have cultivated Mr Maskhadov, who 
will be one of the region’s strongmen if he 
prevails at home. This charm offensive is 
easier for the Azeri leader, who quietly 
backed Chechnya’s war of independence, 
than it is for his Georgian counterpart, who 
opposed it. But Mr Shevardnadze has made 
a big effort to mend fences with the 
Chechens without upsetting Russia. 

It might be tempting for either Georgia 
or Azerbaijan to see Russia's woes as a fresh 
opportunity to secure geopolitical prizes— 
such as oil pipelines. After all, the disint- 
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An economic KGB? 


MOSCOW 


known by its Russian initials as the 

FSB, is the main successor to the Soviet 
KGB. It pursues one traditional target, for- 

| eign spies, with heavy-handed and none- 
| too-accurate enthusiasm: two hapless 
| environmental activists, for example, are 
| 


USSIA'S Federal Security Service, 


facing criminal charges for being too in- 
quisitive about the Russian navy's appall- 
ing record in nuclear safety. But it has 
proved much less able to deal effectively 
with more pressing threats to state secu- 
rity, such as organised crime. 

On July 25th, President Boris Yeltsin 
sacked the FsB’s director, Nikolai Kovalev, 
replacing him with a cosmopolitan fig- 
ure, Vladimir Putin. A career intelligence 
officer, Mr Putin was already a top presi- 
dential adviser. 

Speculation about the reason for this 
change is rife. Mr Kovalev, who had spent 
two years in the post, was a diligent Yel- 
tsin loyalist. Rumours about his impend- 
ing dismissal had been in the air for some 
| weeks; his press secretary, with a reveal- 








ing touch of paranoia, said this malicious 
talk was probably the result of 
disinformation put about by foreign 
spies. Some of Mr Yeltsin's opponents, 
probably no less paranoid, say that Mr 
Kovalev was sacked for dragging his feet 
over a plan to spy on Mr Yeltsin's political 
rivals. Chechens claim he 
was dismissed for having 
bungled an assassination 
attempt on their president. 

The most plausible ex- 
planation lies in Mr Put- 
in's virtues, rather than Mr 
Kovalev's faults, coupled 
with the government's 
flailing attempts to restore 
economic stability. After 
the Soviet collapse, Mr Put- 
in rose to prominence as 
one of the main advisers to 
St Petersburg's first liberal 
mayor, Anatoly Sobchak, 
schmoozing foreign inves- 
tors in excellent German. 





Penetrating Putin 


His most recent job involved policy to- | 
wards Russia's stroppy regions, and sensi- 
tive economic issues like capital flight. He 
has already promised tougher controls on 
strategic exports and on leaks via the In- 
ternet—and to improve the FSB's image in 
the Russian press. | 
Russia's prime minister, Sergei Kiri- 
yenko, told rsB officers after Mr Putin's 
appointment that economic security was 
now their top priority. This may fit with a 
wider scheme, backed by 
the country's tax-collector- 
in-chief, Boris Fedorov, to 
bring together all govern- 
ment agencies dealing 
with law enforcement and 
the economy: the tax po- 
lice, the customs service, 
the anti-fraud department 
and so on. As a result, the 
state's code-cracking and 
snooping abilities could, 
for example, be put at the 
service of the tax collectors. 
Such an “economic KGB” 
might make Russians fear 
the state more, but it would 
not lead them to trust it. 
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egration of Russia's dominions in the north 
Caucasus could lend support to the argu- 
ment that only Georgia and Turkey provide 
a reliable route westwards for Azerbaijan's 
oil wealth. For now, the sole working route 
to Russia's Black Sea coast runs through 
Dagestan and Chechnya. 

But on balance, the two Politburo veter- 
ans probably know they have more to lose 
than gain from any further disintegration 
of the Russian motherland. They must 
hope that the snow-storms on the far side of 
the mountain will not trigger an avalanche. 





Portugal 


Wilting petals 


LISBON 


OR anybody who recalls the intoxicat- 

ing scents of the *revolution of carna- 
tions" that ushered in Portugal's democracy 
a quarter of a century ago, it is a rather de- 
pressing development. Plans to consult the 
electorate over the nation's political future 
may collapse for lack of interest. 

This new-found apathy—in a country 
where people used to queue up outside 
polling stations for hours before they were 
open—was brutally exposed in June, when 
Portuguese voters were asked for their ver- 
dict on abortion, one of the most highly 
charged issues in many democracies. It was 
Portugal's first referendum, a device whose 
introduction last year was proudly hailed 
as the finishing touch in an neatly bal- 
anced constitution. But in the event, only 
32% of voters made it to the polls. 

The result was a wafer-thin victory for 
those who want to keep the present severe 
curbs on abortion. But because the turnout 
was so low—lower than in any poll, even 
for the European Parliament, since the 
1974 revolution—the result lacked legal 
force. Embarrassed legislators decided they 
had little choice but to leave the old abor- 
tion law alone. 

After this gloomy precedent, Portugal's 
political class is feeling decidedly nervous 
about plans to hold further plebiscites. One 
ill-conceived idea—probably disbarred as a 
result of a court decision this week—was to 
pose a question that would baffle the most 
dutiful of citizens: "Do you agree with Por- 
tugal's continued participation in the con- 
struction of the European Union in the 
context of the Amsterdam treaty?" 

Even in a nation of Euro-enthusiasts, 
which has struggled hard and successfully 
to take part in economic and monetary 
integration, such a question was not likely 
to send anyone rushing to the polls. The 
politicians who first thought of holding 
this dreary ballot-before anyone knew 
quite how poorly the poll on abortion 
would fare—are feeling rather sheepish. 
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Norway's Sunday best 


N SOME bits of Europe, humdrum 

questions like how to regulate the re- 
tail trade seem to have taken over from 
morals and ideology as the stuffof public 
debate. But not in Norway, where all 
those issues are densely intertwined. 

Citing the need to strengthen the 
family, and to encourage people to think 
beyond materialist values on at least one 
day a week, the ruling Christian People's 
Party has pushed through a law that will 
stop larger shops opening on Sunday. 
The law is supported by the opposition 
Labour Party, which is concerned about 
shop-workers' rights. 

But a rearguard action has begun. 
Shop-owners have managed to put off 
the implementation of the "peaceful 
weekend" law until next January. And 
Norway’s leading entrepreneurs are de- 
vising more ingenious forms of resis- 
tance. Stein Erik Hagen, the owner of 
RIMI, the country's biggest supermarket 
chain, has noticed that the new law al- 
lows all but the biggest petrol stations to 
open on Sundays. Hence his announce- 
ment, on July 23rd, that in partnership 
with a Swedish company, ICA, he would 
buy 1,500 filling stations from Statoil, the 
national oil company, for 26 billion kro- 
ner ($3.4 billion). 

His rivals at REMA, the country's sec- 





Another poll, which is seen by the main 
political parties as far more important, will 
invite approval for the establishment of re- 
gional assemblies. The ruling Socialists 
want this vote to pass, whereas their centre- 
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Where have all the flowers gone? 





ond-largest supermarket chain, will not 
be outdone. REMA plans either to build 
new petrol stations or to start selling car 
accessories in its existing shops. Its law- 
yers argue that to qualify as a petrol sta- 
tion, you do not really have to sell fuel: 
serving motorists in other ways will do. 

Several police chiefs have said they 
will not treat the enforcement of the new 
law as a priority. But supermarket own- 
ers say it is already having unintended 
effects. Although the intention behind it | 
is to distinguish between shops and pet- 
rol stations, it is actually blurring that | 
distinction. Petrol stations are now offer- 
ing an ever-widening range of food and 
household goods. No wonder the big re- 
tail chains are trying to muscle in on the 
motoring business too. 

Some shopkeepers say they will cor- 
don off parts of their premises to ensure 
they are small enough to be allowed to 
stay open. Others plan to install a petrol 
pump at the door. One group that will 
not be affected are the immigrant retail- 
ers—mostly from the Balkans or the In- 
dian subcontinent—who work all the 
hours they can in tiny corner shops, well 
under the size limit for Sunday opening. 
Norwegians may find it harder to get 
meat and potatoes on a Sunday, but 
there will be no shortage of vindaloo. 








right opponents hope it will fail. No politi- 
cian wants to be told that voters do not care 
either way. 

Relief may be at hand in the shape of a 
Constitutional Court ruling on July 29th 
which disallowed the European bal- 
lot. Legislators could in theory try 
thinking up a new form of words for 
the Euro-question; but in practice, 
they are very unlikely to bother. Can- 
celling one referendum may possi- 
bly provide a small breathing-space 
in which to galvanise those blasé vot- 
ers and persuade them that giving 
power to Portugal’s regions is impor- 
tant. After all, it was a promise made 
during the 1974 revolution. 

Outside the political class, many 
Portuguese would argue that if their 
country, like many other new de- 
mocracies in Europe, is losing inter- 
est in ideology, that is probably no 
bad thing. It may be that economic 
growth—expected to be 4.5% this 
year—is more important. “We voted 
with a passion after the revolution 
because Portugal was engaged in a 
struggle for its destiny between de- 
mocracy and communism,” says a 
Lisbon banker. “Voter apathy is a 
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sign that we feel more secure and prosper- 
ous." Manuel Villaverde Cabral, one of the 
country's leading sociologists, makes a sim- 
ilar point. As they start to enjoy their mate- 
rial success—reflected in soaring sales of 
houses and consumer goods—his compa- 


Turkey's Kurds 


triots are telling the politicians: "Don't 
bother me until the next economic crisis 
comes along." But he worries that the Portu- 
guese may pay a price for losing interest in 
their political destiny. Even prosperity is a 
flower that can fade. 





Down but far from out 


ANKARA AND BRUSSELS 


The Turkish army may be containing the Kurdish guerrillas in the country's 
ravaged south-east, but it is losing the diplomatic war 


HEN Abdullah Ocalan, a Kurd from 

a cotton-rich corner of south-eastern 
Turkey, helped to set up the Kurdish Work- 
ers’ Party—better known by its Kurdish ini- 
tials, PKK—some 20 years ago, his aims 
seemed unattainable. For a start, his insis- 
tence that an independent Kurdistan 
should be created out of contiguous bits of 
Turkey, Iraq, Syria and Iran seemed wildly 
over-ambitious. None of those countries 
had, or has, the slightest intention of letting 
chunks of its land be chopped off to form 
another, rival, country. Secondly, though 
most of Mr Ocalan's would-be followers 
were devout Muslims, the country he pro- 
posed inventing would be strictly secular, 
indeed Marxist. Thirdly, Mr Ocalan's main 
adversary, the Turkish state, also happened 
to have the largest army in NATO after 
America's. And fourthly, Mr Ocalan hardly 
seemed to have the qualities necessary in a 
leader. He can bequite a tyrant: of the origi- 
nal band of 16 people with whom he set up 
the outfit, almost every one has since been 
denounced by him. Some have been killed. 
So it is hardly surprising that “Apo”, as 
the PKK leaders supporters call him, has 
not fulfilled his ambitions. But that does 


es % 
- i €" 


44 


Hearts and minds that will take some winning 


not mean he has altogether flopped. For a 
start, despite recent buffetings, his guerril- 
las have managed to survive in the battle- 
field. And Mr Ocalan has made notable 
strides on the world’s diplomatic stage. The 
pKK—and the idea of some kind of Kurdish 
entity—is unlikely to go away. 

How come? In the diplomatic arena, 
mighty America has yet to smile on Mr Oca- 
lan or his Kurdish friends. Turkey's armed 
forces are free to pursue the PKK into the 
slab of northern Iraq that America and its 
allies have reserved for Iraqi Kurds: one of 
the Iraqi factions even co-operates with the 
Turks against the PKK—in return for help 
against its local rivals. For the Americans, 
Turkey, with its 62m people, is still a neces- 
sary ally in a combustible part of the 
world—and if that means turning a blind 
eye to the suppression of those among Tur- 
key's 15m Kurds (the figure is vague) who 
wish to assert their identity, too bad. There 
is no sign that President Bill Clinton will 
soon be clasping the hand of Mr Ocalan, as 
he did that of Gerry Adams, leader of Sinn 
Fein, the political arm of the Irish Republi- 
can Army. The Americans still have the PKK 
on their blacklist of terrorist groups. 





And with some reason. Kurds in Tur- 
key's south-east who are deemed to collabo- 
rate with the authorities, including teach- 
ers who do not obey the PKK's orders to 
close down their schools, are liable to be 
killed. Whether in Turkey or abroad, Kurds 
who refuse to pay "taxes" to the PKK may be 
beaten up—or worse. Earlier this year, a 
German court convicted Kani Yilmaz, Mr 
Ocalan's representative in Europe, of extor- 
tion and attempted murder. Mr Ocalan, 
too, is careless about civilian life—witness 
two recent PKK bombs in Istanbul. 

On the battlefield, the Turks are now 
managing to contain the Kurds fairly well, 
even though the PKK has killed at least 50 
Turkish soldiers and village guards and 16 
civilians since June. Turkish forces lost a lot 
of ground in the early 1990s, when PKK 
guerrillas managed to spread their activi- 
ties to nearly a third of Turkey's provinces 
(starting in the most south-easterly ones, 
near Diyarbakir). But in the past year or so 
the army's ruthless policy of corralling vil- 
lagers in fortified hamlets and then clear- 
ing much of the surrounding land of peo- 
ple has paid dividends. Since the war 
began in 1984, some 30,000 people—most 
of them PKK guerrillas and Kurdish civil- 
ians—have been killed. Today, however, the 
guerrillas are no longer advancing territori- 
ally. And the number of victims, both of 
guerrillas and soldiers, has dipped, despite 
this summer's brutal spasm. 

Indeed, the guerrillas may be at their 
weakest for some years. At the start of the 
1990s, they were confident enough to try 
taking over a number of provincial capi- 
tals—Sirnak, for instance. Although they 
did not succeed, they made Turkey's gener- 
als very nervous. Local Turkish army com- 
manders sometimes negotiated unofficial 
ceasefire agreements with their PKK coun- 
terparts. Nowadays, the region's town cen- 
tres are safer, if not pleasant, places to stroll 
through, and Mr Ocalan's guerrillas, proba- 
bly down to around 4,000 inside Turkey 
and 3,500 outside, operate in smaller 
groups than before. 

This success is due partly to the eviction, 
between 1992 and 1995, of Kurdish inhabit- 
ants from more than 3,000 villages. It is 
also due to the army's smart weaponry, 
such as heat-seeking cameras that can pick 
out nocturnal raiding parties. 

As a result, Mr Ocalan's demands seem 
to be shrinking. He has quietly renounced 
claims to the bit of Anatolia, in the Turkish 
heartland, that he wistfully calls “northern 
Kurdistan”. He seems ready to settle for po- 
litical and cultural rights rather than out- 
right Kurdish statehood. He may wish to 
model himself on the Palestinians’ Yasser 
Arafat, and try a more peaceful approach. If 
so, that would be a significant change. 

Yet the Turks’ claims of imminent vic- 
tory, which became even more strident ear- 
lier this spring when they captured Semdin 
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Sakik, the PKK's erstwhile second- 
in-command, still sound uncon- 
vincing. Whatever its setbacks, the 
PKK still keeps the Turkish army 
on its toes. “You don't need 
50,000 men to fight an organisa- 
tion that has already been margin- 
alised,” observes Murat Karayilan, 
a PKK commander whom the 
Turks tried to kill or capture dur- 
ing their military operation in the 
passes between Diyarbakir and 
Kulp in May. 

Nor, if the PKK were almost defeated, 
would Turkey need to use more than 10% of 
all public spending to deal with it. Cross- 
border operations of the sort the Turks 
launched on May 20th may cost as much as 
$300m a go. Tot up the bills for joint opera- 
tions with friendly Kurds in northern Iraq, 
not to mention year-round bombing raids 
on suspected PKK camps, and it is clear why 
Turkey's generals need $8 billion a year for 
counter-insurgency. 

The PKK owes some of its durability to 
people and governments in at least four 
countries—Syria, Iraq, Iran and Greece— 
that intermittently give it succour. When 
some 50,000 Turkish troops bulldozed 
their way into northern Iraq in May 1997, 
most of the guerrillas simply slipped across 
the border into Syria, where many of them 
had been trained and where Mr Ocalan has 
been living since 1989. 

Iraq's leader, Saddam Hussein, has also 
been helping—though this depends on the 
shifting state of play between Turkey, Iraq 
and the feuding Iraqi Kurdish chiefs 
(whom America is, once again, trying to 
unite against the Baghdad regime). Since 
May, when 10,000 or so Turkish soldiers 
penetrated 30km (18 miles) into northern 
Iraq, Mr Hussein has let thousands of 
Kurds of Turkish origin move south. Iran, 
fighting its own Kurdish dissidents, has of- 
ten helped the Turks' Kurdish enemies. The 
Greeks are said to turn a blind eye to Kurds 
quietly training as guerrillas. 

So long as foreigners go on providing 
bolt-holes, it will probably be impossible to 
defeat the PKK outright. Even if the guerril- 
las have become militarily weaker and the 
Americans still spurn them, their diplo- 
macy has become more effective in Europe. 

Witness the rally that took place on 
June 6th in the German city of Dortmund. 
Never mind that many of the 80,000 ex- 
patriate Kurds who turned up to chant in 
praise of Apo were invited not by the PKK 
(which is banned in most European coun- 
tries as a terrorist group) but by fronts. 
These operate in such countries as Ger- 
many, France and the Netherlands, which 
play host to most of Europe's 500,000-plus 
Kurds, and in Scandinavia, where Kurdish 
nationalism is popular. It was clear in Dort- 
mund that the PKK still strikes a strong 
chord in many an expatriate Kurdish heart. 
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The crowd was addressed by, among oth- 
ers, a former Danish prime minister and a 
former Greek minister. And many German 
Greens have a soft spot for the PKK. It was 
they who let the rally go ahead, since they 
help run the state of North Rhine-Westpha- 
lia, where Dortmund lies. 

The PKK has grown more sophisticated 
in its self-promotion. Mr Ocalan has 
learned a lesson since 1993, when the PKK 
kidnapped two dozen foreign tourists in 
Turkey's south-east, made about 100 attacks 
on Turkish-run businesses in Western Eu- 
rope, and blocked German 
motorways to air the Kurd- 
ish cause. Such actions got 
the PKK banned in Ger- 
many and seem to have fi- 
nally persuaded Mr Oca- 
lan to desist from, or at 
least reduce, violence 
across Europe. The convic- 
tion of Mr Yilmaz was an 
embarrassment which the 
PKK does not want re- 
peated. So instead of lob- 
bing Molotov cocktails at 
Turkish consulates, it pre- 
fers to receive friendly Eu- 
ropean politicians in the 
secretariat of its “parlia- 
ment-in-exile” in Brussels. 
The softer line has yielded 
results, Germany’s chief prosecutor earlier 
this year ruled that the PKK, despite the Yil- 
maz verdict, were not terrorists after all. 

The PKK also gets help from Med-rv, a 
television channel managed in Belgium 
which broadcasts from London. Since it 
started transmissions (in all three Kurdish 
dialects, as well as Turkish and English) in 
1995, Kurds in more than 40 countries, in- 
cluding Turkey and Iraq, have been able to 
learn how splendidly the pxx’s latest cam- 
paign is going and to hear Mr Ocalan’s rea- 
soned calls for dialogue. Neither Belgium’s 
police, which raided Med's old offices two 
years ago, nor Britain’s government, which 
wishes the channel's fierce anti-Turkish po- 
lemic were broadcast from somewhere 
other than London, have been able to back 
Turkish claims that the channel is run by 
the PKK and financed by dirty money. 

It is clear that the PKK has quite enough 
money, dirty or not, to keep going. For a 
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start, the Kurdish diaspora is gen- 
erous. London’s 25,000 Kurds 
have been collecting more than 
£500,000 ($820,000) a year. Ger- 
man-based campaigners say they 
raised about five times that 
amount last year, much of it from 
Kurdish-owned building and 
transport firms. Another source of 
cash is the trafficking of illegal im- 
migrants into the West. One Ham- 
burg-based Kurd explains that 
when, in 1992, he and his fellow 
villagers in the troubled Turkish province 
of Bingol were forcibly dispersed after re- 
fusing to become Turkish-armed vigilantes, 
some 60 of them were smuggled into Ger- 
many through the Balkans at a price of 
DM5,000 ($2,787) a head: the money land- 
ed up in PKK coffers. 

An even bigger source of income is 
drugs. Interpol says that South-East Asian 
heroin, processed in Turkey, supplies four- 
fifths of Europe's market. The PKK has its 
own laboratories and controls routes to the 
West through Romania and the Balkans. It 
may seem odd that the 
Turkish government does 
not draw more attention to 
this aspect of the PKK. One 
reason, some say, is that 
pro-government Kurds 
and many Turks are 
heavily involved in the 
trade too. 

Still, the pKx’s most ef 
fective recruiter remains 
the Turkish army itself, 
closely followed by Tur- 
key’s politicians. The gener- 
als (and the judges) view 
even moderate Kurdish de- 
mands—for political and 
cultural autonomy, for ex- 
ample—as criminal. And 
they reject any suggestion 
that the Turkish government should, as Mr 
Ocalan repeatedly urges, sit down and ne- 
gotiate. General Cevik Bir, the most obvi- 
ously political of the country’s top soldiers, 
would dismiss such ideas out ofhand, even 
though most of the generals reckon that 
outright military victory is impossible and 
that the PKK can still count on a continuing 
flow of recruits. 

If the Turkish government did sit down 
with Kurdish nationalists—and not just 
with Mr Ocalan’s group—to talk about 
some degree of autonomy, it might be eas- 
ier for moderate Kurdish leaders to emerge. 
As it is, Mr Ocalan’s lot may be militarily 
weak but they have done what all guerrilla 
groups need to do: they have survived on 
the battlefield while gaining ground in di- 
plomacy. To many Kurds, Mr Ocalan is a 
romantic hero. His cause, and his guerril- 
las, are not going to fade away. 
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Jose Cutileiro, Europe's fledgling defender 


66 J ips is my grandfather's axe,” runs a Polish saying. “My 
father replaced the blade. And | replaced the handle.” 
The Western European Union (wEu) has been similarly trans- 
formed in its 50-year history. It has changed its main professed 
vocation, from collective defence to crisis management. It has 
changed its composition, from its original five West European 
countries to 28 states from all over Europe—categorised vari- 
ously as full members, associates, observers and associated part- 
ners. It has changed its domicile, from London to Brussels. The 
sole permanent feature of its existence has been its search for an 
essential and yet unduplicated role in the provision of Euro- 
pean security. With NATO and the ru sharing the terrain, it 
seems in little danger of finding such a role any time soon. 

It has, however, picked up several 
useful skills along the way—among 
them ingenuity, openness, adapt- 
ability and a willingness to rub 
along remarkably cheaply by the 
standards of international institu- 
tions. It manages on about $35m a 
year, with which it maintains not 
only a permanent staff in Brussels, 
but also a twice-yearly consultative 
assembly and a well-regarded think- 
tank in Paris. Its pre-1993 headquar- 
ters in London, near Victoria Station, 
was compared by a diplomat work- 
ing there to "a seedy hotel in Bourne- 
mouth run by the daughter of the de- 
ceased owner". 

The new Brussels headquarters, a 
1960s concrete box overlooking the 
Place du Grand Sablon, is no great 
beauty either. But the move was 
made for geopolitical reasons, not 
quality-of-life ones. Being in Brussels 
makes the wEu a neighbour of NATO 
and the Eu. Co-operation with those 
organisations, rather than compe- 
tition or mere coexistence with them, 
is where the WEU’s destiny is now 
supposed to lie. 

Jose Cutileiro, an engaging and cigar-smoking Portuguese 
diplomat who has been secretary-general of the wEu since 1994, 
calls NATO "the cornerstone of European defence". A purist 
might retort that, nonetheless, the wEU is the senior body in 
some respects: its pledge of collective defence is stricter, and goes 
back further, than that of NATO. But modesty is Mr Cutileiro's 
trademark. In an introduction to a recent history of the wEu, he 
went so far as to call his charge an *odd-job organisation". 

The reference was, in fact, more scholarly than it might seem. 
The source of it was a reflection by Ludwig Wittgenstein on the 
functions of words within language. He compared language to a 
society in which “some members . . . are employed for odd jobs, 
which nevertheless may be extremely important." Mr Cutileiro 
thought that caught the position of the weu rather nicely. 

The wEu owes its odd-jobbing life to the seven-year delay 
between 1948, when Britain, France and the Benelux countries 
signed the Brussels treaty of collective defence, and 1955, when 
the weu was launched as an organisation. In between came the 
Berlin airlift, the Korean war and an abortive attempt to create a 
European Defence Community—and the creation of NATO, 
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which usurped the wEu's birthright as defender of the West. 

The weu managed to make itself useful in the 1960s as an 
institutional link between Britain and the six countries of the 
European Economic Community. Two decades later it was 
poised for greatness when France, and some other European 
countries, concerned that their interests were diverging from 
those of America, began pressing for a stronger European "de- 
fence identity" in strategic matters. Then came the end of the 
cold war, rendering most previous strategic debate redundant. 

The collapse of communism opened up other possibilities 
for the weu: it lowered the bar for military alliances. These need 
no longer promise or deter Armageddon. They could channel 
resources to smaller and more delicate tasks, such as policing, 
peacekeeping, anti-terrorism and 
humanitarian missions. Those are 
the sort of pegs on which the WEU 
now hopes to hang its helmet. Mr 
Cutileiro says the organisation 
should be seen as “the instrument of 
crisis management available to Eu- 
ropeans for operations in which the 
North Americans would not wish to 
become directly involved”. It will 
need to use some NATO infrastruc- 
ture, a prospect to which NATO is 
agreeable in principle. 

But what sort of missions might 
these be, which Europe will want to 
undertake and yet Americans will 
not? Experts disagree. They may be 
no more than token ones. They may 
never exist at all, But it suits all Euro- 
pean countries involved to support 
them in theory. Talking them up 
suits countries that genuinely want 
to develop a more European de- 
fence, less tied to America. It also 
suits those that want to keep America 
as deeply engaged as possible, but 
see shows of willingness by Europe 
as part of the transatlantic bargain. 

The trickiest relationship for the 
WEU to manage in the future may well be the one with the Eu. 
Last year the EU amended its treaty on European Union to in- 
clude “the possibility of the integration of the wEu into the 
Union". (The ten full members ofthe weu are all members of the 
European Union.) This year or next the Eu will be appointing a 
foreign-policy grandee to strengthen its own planning and cri- 
sis-management abilities. For all the fantastically intricate flow- 
charts already devised to show how the wEu and Eu will be able 
to work together in times of crisis, confusion seems inevitable. 

The arguments for merely absorbing the wEU into the EU 
may soon come to seem irresistible. Almost by definition, there 
can be room for only one European defence "identity" (albeit 
one that most countries agree for the foreseeable future should 
be expressed militarily through NATO), and ultimately the EU 
may lay claim to supply it. But to prophesy the end of the wEu is 
to risk underestimating its powers of survival. International 
organisations are not things that governments throw away 
lightly, however redundant they may seem. They are fun to play 
with. They are fun to play off against one another. And who 
knows when a spare one might next come in handy? 
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Whitehall's tug of war 


Britain's political pundits have decided that this week's cabinet reshuffle was 
a setback for Gordon Brown. Maybe not 


DDICTS of political soap opera have 
had a great week. For months, pundits 
have been pontificating on the likely win- 
ners and losers in a cabinet reshuffle. On 
July 27th-28th Tony Blair duly announced 
his new team. 
Continuity was more evident 
than change. None of the great of- 


in this reshuffle. He wanted his deputy, 
Alastair Darling, to move from the Treasury 
to take over at Trade and Industry. He 
wanted Alan Milburn, another Brown aco- 
lyte, to replace Mr Darling. And he hoped 
that Peter Mandelson, his arch-rival, would 


fices of state—chancellor, foreign e" peo A 
secretary or home secretary—was up Seen: cung 


affected. The key health and edu- 
cation portfolios were unchanged. 


And only three new members Peter Mandelson Joins cabinet as trade secretary Age 
were appointed to a cabinet of 22. Alastair Darling ^^ Becomes social security secretary 

Yet even Mr Blair's soft-shoe re- Stephen Byers Joins c cabinet as chief secretary to the Treasury y 
shuffle was endlessly analysed. Baroness Jay Joins cabinet as leader of the Lords 
The chief question: what did it | out 
mean for the Gordon and Tony |. 
show, the long-running tug-of-war | Harriet Harman Sacked as social security secretary 
between the prime minister and Gavin Strang Sacked as transport minister — — 
his friend, colleague, next-door David Clark Sacked as cabinet office minister — — 
neighbour, chancellor and rival, Lord Richard. zz e Sacked as leader of Lords - TAN oe 
Gordon Brown? Frank Field Resigns as welfare reform minister - 

In the initial government 
team, Mr Brown managed to e from chief ws , 
place acolytes in key jobs in most | ek Brown steal oy vide es teas IP 
departments. And the chancellor's Margaret Beckett Moves from trade to leader of the Commons 
ubiquitous spin-doctors had Ann Taylor Moves from leader of the Commons to chief whip 





made no secret of his preferences 
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Jack Cunningham Becomes cabinet “enforcer” 


be placed in the backwater of the National 
Heritage ministry. 

The reshuffle dashed these hopes. Trade 
and Industry went to Mr Mandelson, not 
Mr Darling. Mr Darling's replacement was 
not Mr Milburn but Stephen Byers, a 
Blairite. And worst of all, Mr Brown's most 
loyal  henchman—Nick — Brown—was 
moved from the key position of chief whip, 
responsible for managing Labour MPs, to 
the Siberia of the Ministry of Agriculture, 
Fisheries and Food. The media spin was 
that the Brownites had lost out. 

But, less obviously, there was also 
plenty of good news for Mr Brown. He 
keeps Geoffrey Robinson, a key adviser, as a 
Treasury minister. Crucially, Mr 
Mandelson has been kept away from the 
new and potentially powerful role of cabi- 
net co-ordinator. That job has gone instead 
to Jack Cunningham, previously best 
known for outlawing T-bone steaks. And 
Mr Darling moves to social security, a 
much more significant portfolio than 
trade. 

It is the battle over reform of welfare 
and social security that most clearly sug- 
gests that Mr Brown has actually done 
rather well. Harriet Harman, the social se- 
curity secretary, was sacked in the reshuffle. 
And Frank Field, the welfare reform minis- 
ter, decided to resign from the government 
after being refused Ms Harman’s job. Mr 
Brown and Mr Field represented opposing 
approaches to welfare reform—with Mr 
Field championing universal benefits and 
a greater emphasis on personal respon- 
sibility, and Mr Brown favouring an exten- 
sion of means-testing. Mr Field believed to 
the last that he had the backing of 
the prime minister. But, as he 
made clear in a Commons state- 
ment on July 29th, he was 
thwarted by the chancellor. 

The official line is that the 
prime minister was disappointed 
at the slowness of Ms Harman and 
Mr Field to tackle welfare reform. 
Apparently he expects Mr Darling 
to offer a fresh start. If so, he may 
be disappointed again. True, Ms 
Harman was considered never to 
have mastered her brief—her real 
passions were a relatively narrow 
range of women’s issues. But Mr 
Field did have ideas that were gen- 
uinely radical. The problem was 
that his plans for welfare reform 
were indeed watered down, and 
his pensions proposals sat on, by 
the Treasury. 

Mr Brown's key aide in this en- 
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deavour was Mr Darling. As Treasury chief 
secretary, his job was to control public 
spending. Yet no significant cut to the so- 
cial-security budget emerged from his 
spending review, and more new money 
will be spent on social security over the re- 
mainder of this parliament than on either 
health or education. 

Pensions and disability benefits are the 
critical areas. Together they account for 
two-thirds of the £100 billion ($164 billion) 
social-security budget. On pensions, the 
test is whether Mr Darling can compel fu- 
ture pensioners to provide for their own re- 
tirement, as Mr Field wanted, or whether 
he falls back on offering increasing 
amounts of means-tested state help. With 
disability benefits, the challenge is to en- 
sure that only genuinely disabled receive 
benefits—and to end the payment of multi- 
ple benefits for the same disability. 

Mr Darling will doubtless be stung by 
the headlines proclaiming that his ap- 
pointment marks the end of serious efforts 
to reform the welfare state. He says that he is 
determined to produce results. Policy pa- 
pers are expected in the autumn. They will 
show whether Mr Darling can devise wel- 
fare reforms in his new job as easily as he 
blocked them in his old one. 


The prime minister's aides say that Mr 
Cunningham—the cabinets new en- 
forcer—will stamp out squabbling in the 
government. Some of his new responsibil- 
ities were unveiled this week. He will take 
over Mr Mandelson's old role as chairman 
of a daily communications committee. He 
will have the thrilling task of overseeing a 
new management board and training col- 
lege for the civil service. And he will run a 
souped-up Cabinet Office, to co-ordinate 
and deliver government policies. But the 
real power continues to rest with Mr 
Brown. His department controls the purse 
strings, and he will chair a new committee 
to ensure that departments spend money 
to meet targets he has set. 

Most importantly, Mr Cunningham 
cannot by himself change the working 
practices of the government. If decisions 
continue to be taken in small informal 
groups, then better co-ordination of depart- 
ments and cabinet committees will be of 
limited use. Mr Blair, however, likes the in- 
formal style. Until recently his office had 
no desk. But unless he starts spending more 
time on paperwork, then even a stronger 
Cabinet Office is unlikely to lead to stron- 
ger prime ministerial control over the cru- 
cial details of tax and spending policy. 





Britain's provincial cities 


In London's shadow 


MANCHESTER 


In the 19th century Britain's provincial cities were the dynamos powering the 
country to international balboa rig Nowadays they often seem overshad- 


owed by London. In the 


ofa series of articles on Britain's great provincial 


cities we look at Manchester's attempt to reinvent itself 


EVER now and then Manchester gets a 
reminder of its little brother status. Af- 
ter two failed bids for the Olympics this de- 
cade, Sebastian Coe, Britain's most famous 
modern Olympian, remarked that if the 
United Kingdom really wanted the Olym- 
pics, it should recognise that the only place 
that would be taken seriously internation- 
ally was London. Manchester's bid to be- 
come the site for the new European Central 
Bank was widely derided. Its bid for Brit- 
ain’s new national stadium was taken 
more seriously—but London got it all the 
same. Even Manchester's most famous sons 
have a habit of decamping to the south. 
Noel and Liam Gallagher, the front men for 
Oasis, one of Britain's most successful 
bands, make a lot of their Manchester ori- 
gins—but live in London these days. 

These slights are the more cruel because 
there was a time when Manchester was the 
most dynamic city not just in Britain, but 
in the world. As the first city of the indus- 
trial revolution, Manchester attracted curi- 
ous visitors from all over the world. Both 
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the dominant political philosophies of this 
century have their roots deep in contempo- 
rary reactions to the rise of industrial cap- 
italism in Manchester: free-trade liberal- 
ism of the “Manchester school” was 
proclaimed and elaborated by local men 
like Richard Cobden and John Bright; com- 
munism drew much of its inspiration from 
Friedrich Engels’s observations of Man- 
chester, elaborated in “The Condition of 
the Working Class in England” in 1844. 
The reasons for the decline in Manches- 
ter's significance are not hard to grasp. The 
city was not just the first to experience the 
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industrial revolution, it was also one of the 
very first to experience post-industrial de- 
cline. The rise of foreign competition and 
the dislocation of markets during the first 
world war meant that as early as 1918 the 
cotton industry, on which Manchester had 
built its greatness, was in trouble. The in- 
dustry’s decline accelerated sharply after 
the second world war and began to affect 
associated businesses, like engineering and 
metal-bashing; then the recession of the 
early 1980s applied the coup de grâce to 
much of the industry that remained, driv- 
ing unemployment in the city to over 2096. 

The effects of all this are still visible just 
a couple of blocks from the town's main sta- 
tion. The Ancoats district is full of aban- 
doned mills and warehouses—grand red- 
brick structures with broken windows and 
collapsing roofs on the banks of fetid, ne- 
glected canals. The ravages of de-industri- 
alisation were compounded by some pecu- 
liarly stupid decisions by the local govern- 
ment. In the post-war years, when the city 
still enjoyed full employment, the town 
council took to compulsorily purchasing 
buildings in Ancoats for redevelopment. 
Many going businesses were closed in the 
process, but precious little redevelopment 
took place. The council's other contribu- 
tion to Manchester's decline was to give 
permission for a number of hideous new 
buildings in the city centre—some so bad 
that when the rRA blew up the Arndale 
shopping centre there two years ago, many 
people reckoned it had done Manchester a 
favour. 

By the early 1980s Manchester was left 
with an ugly central business and shopping 
district, surrounded by industrial derelic- 
tion, giving way to a series of inner-city 
public housing  projects—which an- 
nounced their desperation in the Moss 
Side riots of 1981. Prosperous people still 
worked in the city, but lived outside it in 
rich suburbs or the countryside. 

This distinction between the Greater 
Manchester area and the city of Manches- 
ter itself remains crucial. Greater Manches- 
ter has a population of 2.5m, includes eight 
towns and many prosperous suburbs, and 
has largely recovered from the effects of de- 
industrialisation. The Trafford Park indus- 
trial estate, just outside the city, which em- 
ployed just 25,000 people ten years ago, 
nowadays provides work for over 55,000, 
who make everything from Kelloggs corn- 
flakes to advanced computer components. 
Just down the road, Britain's largest out-of- 
town shopping centre will open in Septem- 
ber, in the evocatively named town of 
Dumplington. The enlargement of the air- 
port nearby will generate thousands more 
jobs. Greater Manchester's unemployment 
rate is close to the national average (see 
chart). 

But the city, which lies at the heart of the 
Greater Manchester area, has higher unem- 
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London and the rest 


N THE 1980s it became fashionable to 

talk about the "North-South divide". 

_ These days journalists prefer other cli- 

chés. Does that mean that Britain's 

wealth gap has narrowed, and that 

|» places like Manchester are catching up 

. on London? Not a bit of it, at least not 

according to research carried out by the 

Centre for Economic and Business Re- 
search, and the LSE. 

In a recent study the CEBR reported: 
"In 1994 GDP per employee in London 
| was 28.8% higher than the UK average.” 
_ What is more, the wealth gap has wid- 

ened significantly in recent years. The re- 
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port notes that "the gap between Lon- 
don's GDP per employee and the UK 
average in 1994 was nearly six times 
greater than in 1983" Douglas 
McWilliams of the CEBR thinks that the 
gap has opened still further since 1994, 
and that GDP per employee in London is 
now around 36% above the national av- 
erage. The extraordinary boom in finan- 
cial services in the City has been the key 
to London's prosperity, combined with 
the growth of other big employers like 
media, software, professional services 
and tourism. 

Soare Londoners better offthan their 
Northern compatriots? Yes, but not as 
much as the raw figures might suggest. 
For a start, London's taxes "subsidise" 
the rest of the country by over £6 billion 
($9.8 billion) a year. The cost of living, in 
particular the cost of housing, is also 
much higher in London (see chart). Once 
earnings are adjusted for this higher cost 
of living, the average Londoner is proba- 
bly around 10% better-off than the citi- 
zens of the rest of Britain. 





ployment and deep social problems. Para- 
doxically, however, it it is also in the heart 
of Manchester that a new and distinctive 
urban culture has taken root. 


From cottonopolis to clubland 


The revival of central Manchester has a lot 
to do with one industry which has often 
thrived on a diet of deprivation—pop mu- 
sic and youth culture. From the late 1970s 
the Manchester area began to produce a se- 
ries of successful rock groups like Joy Divi- 
sion, New Order, the Stone Roses, Simply 
Red and latterly Oasis. Manchester devel- 
oped a vibrant night-time economy, based 
around clubs and "house" music. The Haci- 
enda night-club, which opened in 1982, 
rapidly became the most famous in the 
country and spawned many imitators in 
Manchester and elsewhere. On a Friday 
night it is estimated that up to 85,000 peo- 
ple come into the city from the surround- 
ing area to enjoy the night-life—up from 
30,000 five years ago. Since over 10% of 
Manchesters population of 400,000 are 
students, there are also plenty of would-be 
clubbers in town. 

But the club scene has also brought 
problems because it is so intimately con- 
nected to drugs. Taking drugs—usually ec- 
stasy—was crucial to the experience. But the 
control of the sale of drugs inside the clubs 
is a lucrative business, which gangs are pre- 
pared to fight over. Control of security and 
the door at clubs became the subject of turf 
wars between highly armed gangs. Leading 
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city councillors, who had signalled their 
approval of the Hacienda by being photo- 
graphed there at 3am, have become more 
ambivalent. Last year the Hacienda closed 
with £500,000 ($821,000) in debts. It is 
rumoured that, by the end, its owners were 
having to shell out £15,000 a week in pro- 
tection money. 

The Hacienda is not the only club to be 
plagued by problems associated with drugs 
and organised crime. Earlier this year Rich- 
ard Leese, the council leader, spoke out 


Dark satanic milling about 


BRITAIN 


against the "rampant lawlessness" associ- 
ated with the city's clubs. But although the 
club scene is in trouble, the revival of inner- 
city Manchester which it helped to provoke 
is still going strong. New shops, cafés, apart- 
ment complexes and bars seem to be open- 
ing all the time. In 1994 central Manchester 
had 225 bars; at the last count it had 430. 

All this new activity is being spurred on 
by a new generation of Manchester entre- 
preneurs, more focused on café-bars and 
condominiums than on cotton mills. One 
of their number is Jim Ramsbotham, who 
made his first fortune as a bookmaker in 
the neighbouring town of Salford and 
then—at the age of 50—started to pour 
money into the redevelopment of 
Castlefield, a derelict industrial area on the 
fringes of the business district, which was 
also attracting regeneration grants from 
central government. 

One of his first projects was to convert 
an abandoned warehouse into offices—Mr 
Ramsbotham identified his potential cli- 
ents as "the arty-farty types". To get the right 
ambience he employed a designer, Nick 
Johnson, fresh out of the club scene. Then 
came a bar, Dukes 92, converted from a 
"rat-infested hovel"; a new hotel is the next 
project. Summarising his efforts, Mr 
Ramsbotham muses: "We lived in shit and 
thought that was how God made it. But 
man made it, and man can unmake it." 

Across the city other entrepreneurs are 
also *unmaking" wrecked parts of town. 
Tom Bloxham, an award-winning property 
developer, makes urban regeneration 
sound like the battle of Stalingrad. The city, 
he says, will have to be "taken back block by 
block" By converting one block of aban- 
doned buildings into loft apartments or 
shops, he can provoke interest in the next 
area. Five years ago only 200 people lived 
in the whole of central Manchester. But a 
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rash of imaginative conversions of old 
warehouses into new apartments, along 
with the development of the café and club 
scene (and the growth of congestion on 
commuter routes) is bringing back resi- 
dents into town. There are now over 4,000 
people living in the centre of the city and 
new conversions are sprouting up all over. 

Set the revival of the centre of Manches- 
ter alongside the generation of jobs in out- 
of-town areas like Trafford Park and there is 
plenty to be optimistic about for the Man- 
chester region. But in a pattern reminiscent 
ofurban America, the city still has little clue 
about what to do about the ring doughnut 
of depressed inner-city areas that lie be- 
tween the flourishing downtown areas and 
the prosperous suburbs. 

Some high-profile projects are making 
an impact on the appearance of inner-city 
areas. In one, Hulme, high-rise estates have 
been pulled down and replaced with smart 
new houses—but many of the former resi- 
dents have simply been displaced into 
other depressed areas. The city's consola- 
tion prize for not getting the Olympics was 


Local government 


Mayors for all 


to host the Commonwealth Games in 2002 
and a giant new stadium will be built in a 
desolate bit of the north-east of the city. But 
it is an open question whether regenera- 
tion can be built on the back of shiny, new 
stadiums in the middle of unemployment 
black spots. A huge cycling arena, built as 
part of the failed Olympic bid, now sits in- 
congruously in the same area, surrounded 
by wasteland, burned-out pubs and ill- 


tended parks. 


The combination of drugs, clubs, guns, 
gang culture and unemployment has made 
inner-city Manchester fairly notorious. Yet, 
oddly, even this notoriety is reminiscent of 
the city's heyday. For every 19th-century ob- 
server who hymned the praise of the boom- 
ing new industries of Manchester, there 
were others who were shocked by the squa- 
lor and misery that flourished alongside 
the mills. Indeed, with its modern-day mix- 
ture of civic pride, entrepreneurship and 
seemingly intractable social problems, 
Manchester has recovered much of the mix 
that once made it the most commented- 
upon city in the world. 





A key part of the government's strategy for revitalising Britain's cities will be 
the introduction of high-profile mayors with executive powers 


RANDIOSE Victorian town halls 
adorn the centres of cities like Man- 
chester, Leeds and Birmingham. They are a 
reminder that the industrial heyday of 
these cities was also a time of powerful and 
self-confident city governments. Nowadays 
local government—like local industry—is 
not what it was. The cities rely for most of 
their income on hand-outs from central 
government. Few local people could name 
the leader of their city council, and voter 
turn-out in local elections is low and fall- 
ing. The government is convinced that if it 
can revive local democracy, it will do a lot 
to foster the vitality of cities. This week, the 
deputy prime minister, John Prescott, dis- 
closed plans for the most sweeping reform 
of local authorities for a generation. 
Directly elected mayors and a greater 
degree of financial control for local coun- 
cils are among the key proposals contained 
in a white paper published on July 3oth. 
The white paper’s support for a network of 
powerful elected executive mayors is mod- 
elled on the lines of an aborted private 
members' bill introduced earlier this year 
by Lord Hunt of Tanworth. This would 
have permitted councils to introduce di- 
rectly elected mayors, on an experimental 
basis, to replace the traditional council 
committee system. Legislation is now likely 
to be introduced this autumn, which will 
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allow local authorities to adopt a range of 
possible options. Mayors might work in 
tandem with executive committees or 
assemblies. 

As has already happened in London, 
there are likely to be referendums to en- 
dorse plans for mayors in 
Britain's provincial cities. 
Many existing council 
leaders have been suspi- 
cious of plans for mayors— 
unsurprisingly, since their 
own positions will be un- 
der threat. But the govern- 
ment reckons that once 
some cities acquire high- 
profile figureheads, their 
rivals will be pulled along. 

The hope is that may- 
oral elections will revive 
interest in local democ- 
racy. In many inner-city 
councils, fewer than one in 
four bothers to vote in local 
elections. In a recent im- 
portant by-election in M CENE the turn- 
out was just 6%—even though the result af- 
fected the political control of the council. 

The priority that ministers are attach- 
ing to reviving local democracy is reflected 
in the greater financial independence that 
they are prepared to grant local councils. 
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This year councils in England will spend 
around £50 billion ($82 billion) on services 
such as education, social services and the 
police and fire departments. But 80% of this 
comes from nationally levied business 
rates and central-government grants. 

The white paper proposes that local au- 
thorities should gain some discretion to al- 
ter taxes on business. But this limited re- 
form is unlikely to satisfy councils. Sir 
Jeremy Beecham, chairman of the Local 
Government Association, said last week: 
“You cannot have accountability unless lo- 
cal people understand the relationship be- 
tween local taxes and local expenditure.” 
Other measures to give greater financial in- 
dependence to local authorities include re- 
ducing central-government control of their 
spending, and allowing councils to spend 
the proceeds from sales of assets other than 
council houses. 

With new financial freedom comes 
responsibility. The white paper will require 
local authorities to set targets for improv- 
ing services. The performance of the best 
councils will be used as a benchmark by an 
independent inspectorate. In its last report, 
the Audit Commission noted that in Lon- 
don, for example, the proportion of council 
tenants owing more than 13 weeks’ rent var- 
ied widely. Councils that do well will be re- 
warded. Those that fail to perform will face 
penalties and, in the last resort, the threat of 
outside intervention, 

Granting local governments more pow- 
ers will make some people nervous, given 
the rash of corruption scandals in cities 
across Britain. The white paper backs the 
idea of a new ethical code to govern the be- 
haviour of Britain’s 20,000 councillors and 
2m council staff. Under the proposals, ev- 
ery council will have to introduce its own 
code of conduct for coun- 
cillors, to be supervised by 
an independent standards 
board to investigate allega- 
tions of malpractice. 

Taken together these re- 
forms mark a significant 
attempt to make local gov- 
ernment more account- 
able. But will they revive lo- 
cal democracy? The white 
paper offers numerous sug- 
gestions for increasing 
voter participation, rang- 
ing from shopping-centre 
polling stations to in- 
creased use of referen- 
dums. But local voters will 
not turn out unless they be- 
lieve their votes matter. The case for elec- 
toral reform, which would put an end to 
perpetual one-party rule in many areas, is 
even stronger for local government than it 
is for Westminster. But on that the white pa- 
per is strangely silent. 
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With one bound he was free 


T MAY seem perverse, but this column is not about the 

changes in Tony Blairs cabinet. It is about the results of the 
enquiry by Sir Thomas Legg into the arms-to-Sierra Leone affair, 
which the government published—not, you can be sure, by acci- 
dent—on July 27th, the very day that it knew the media would be 
absorbed by the comings and goings in Downing Street. 

Memories being short, and the affair being complicated, 
some reiteration is called for. In May 1997 a military coup over- 
threw the elected government of Sierra Leone, a diamond-rich 
West African country friendly to Britain. In October, British dip- 
lomats took the lead in framing a United Nations resolution 
banning the sale of arms to that country. After some discussion, 
Robin Cook's Foreign Office took 
the high-minded view that this 
ban should apply to all of the par- 
ties in Sierra Leone, meaning to 
the former legitimate government 
of President Kabbah as well as to 
its usurpers. The embargo was 
then made part of British law. 

So far, so kosher— except that in 
December the deposed President 
Kabbah signed a contract with 
Sandline International, a "private 
military company" also friendly to 
Britain, under which Sandline 
would provide the necessary ad- 
vice and weapons to help reinstate 
his regime. On the day the contract 
was signed, and at subsequent 
meetings, Sandline gave details of 
its plans to Peter Penfold, Britain’s 
high commissioner to Sierra Le- 
one, and received, at the mildest, 
no discouragement from him. In 
late April, however, after the Lon- 
don Observer had revealed the 
holding of secret talks between 
Sandline and Mr Penfold, British 
Customs officials raided Sand- 
line's offices on the grounds that 
the company was suspected of vi- 
olating the UN's arms embargo. 
The accident-prone Mr Cook had suddenly to defend himself 
from the charge that the Foreign Office was deliberately conniv- 
ing in the violation of its own arms embargo. 

In Parliament this week, Mr Cook presented Sir Thomas's 
report as if it were an exoneration. It is—if it is exonerating to be 
told that your left hand does not know what your right hand is 
doing. For although the report clears the Foreign Office of delib- 
erately conniving in violating its own arms embargo, it finds out 
something almost as bad. The Foreign Office was doing so not 
deliberately but by accident, as a result of an incredible series of 
errors of judgment, compounded by failures of communication, 
under-staffing, and (although Sir Thomas avoids these words) a 
general culture of amateurism and incompetence. 

Some facts are still in dispute. But at the least the report estab- 
lishes that one part of the Foreign Office knew about the breach 
of an arms embargo that another part of the Foreign Office had 
gone to some trouble to impose. Sierra Leone may not have been 
the main thing on Mr Cook's mind last October. But he and his 
officials had taken the trouble to discuss whether the UN em- 
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bargo should apply to both sides, and determined that it should. 
Partly out of sensitivity to Nigeria, which was known to be 
contemplating military intervention, the Foreign Office kept 
this detail fairly quiet. And in an extraordinary oversight, no- 
body in London thought to explain the full extent of the em- 
bargo to Mr Penfold, the Foreign Office’s man on the ground and 
one known to enjoy close relations with President Kabbah. 

He was little better at passing information up the chain of 
command than the mandarins in London were at passing it 
down. Sandline, a jolly decent firm, as firms of mercenaries go, 
went out of its way to brief Mr Penfold about its operation in 
Sierra Leone, and had cause to believe that it had secured his 
support. Nonetheless, Mr Penfold 
did not succeed until too late (a let- 
ter went astray, conversations 
were misinterpreted) in passing 
the information about Sandline's 
involvement on to London. 

As for Mr Cook himself, Sir 
Thomas' report finds that he 
knew nothing about Sandline's 
contacts with the Foreign Office 
until April, when the firm's law- 
yers wrote to him complaining 
about the Customs investigation. 
It was not, as was cruelly alleged at 
the time, that his famous impa- 
tience with paperwork had made 
him fail to read the papers his offi- 
cials had put in his red box. His of- 
ficials had simply failed to give 
him any papers. When the story 
surfaced, Mr Cook did not try to 
mislead the House of Commons, 
and he was surely right in May to 
describe the sequence of mistakes 
as a serious matter requiring a 
thorough investigation. 

But if Mr Cook was right, Mr 
Blair was surely wrong a few days 
later to try to limit the damage by 
calling the whole affair "an over- 
blown hoo-hah" given that the 
good guys, in the shape of President Kabbah's regime, tri- 
umphed in the end. Indeed, Mr Blair chose even before the in- 
quiry began to praise Mr Penfold, whose errors of judgment, Sir 
Thomas's report now finds, contributed to the debacle. To make 
matters worse, the prime ministers breezy implication that the 
ends justified the means did not come in a vacuum. It coincided 
with Mr Cook's grandiloquent efforts to construct a more "ethi- 
cal" foreign policy with special reference to the sale of arms. 

Sir Thomas Legg is a generous fellow. He reports many fail- 
ures and misjudgments, but notes that the officials involved 
were loyal and conscientious, albeit overworked, and that most 
of the trouble originated from "systemic and cultural factors" 
within the department. One such seems to have been a “per- 
ceived difficulty" about communicating with ministers and top 
officials when they were abroad. Perhaps, Sir Thomas gently sug- 
gests, there is scope for further use of modern technology. Good- 
ness. This is the Foreign Office of the country that likes to punch 
above its weight in world affairs. No wonder the government 
tried to drown the report in other headlines. 
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EEC B President Wim Duisenberg announced on July 8, 
1998 the Governing Council's decision to hold 15% of 
«the central bank's reserve assets in gold—an amount at 


he high end of the expected range. 


e Duisenberg also stated that a new ECB guideline, to 
ne adopted later this year, will “subject all operations in 
eign reserve assets remaining with the national cen- 


ral banks, including gold," to ECB approval. 
-OFFICIAL SALES ARE NOT BORNE OUT BY 
THE FACTS. 


@ Only 1% of all official holdings in gold were sold last 
year, a net total of 406 tonnes.! 


m The net sales of gold by central banks in 1997 were 
less than annual net sales in 1993 (464 tonnes) and 
1992 (622 tonnes)——all three years in which total gold 
‘consumption was sufficient to absorb both mine pro- 
duction and net official sales. 


- "i Only five countries have made significant sales in the 
. past decade: Canada, Belgium, the Netherlands, 
F eae and A Henn ^ 

"T Total official gol id Abeisings have fallen by only 5% in 
the last ten yeu. LE 
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El JROPEAN MONETARY SYSTEM. 


MANY CENTRAL BANKS AROUN iD 1 
WORLD CONTINUE TO ADD TO THEIR Gt 
RESERVES. _ 





# 438 tonnes of gold were purchased by central b 


ing institutions last year.’ 


W Last years gross official purchases P: gold we 
their highest level since the early 1980’s.! 


. '" Major countries adding to their gold. stocks inc 


Russia, the Philippines and South Korea.” 
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a The ECBS is gold holden and most infos 
members-—Germany,. France and. Traly—have. all € 
firmed they will not sell gold. i à M "Mu Pi 






m The United States continues. 
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not written on paper. And anecdotal evi- 
dence suggests that one side-effect of the 
current strike is that more UAW workers are 
now aware of how inefficient they are. 

If GM can forge a better compact with 
the UAW, then the past two months' agony 
will have been worth it. But if GM and the 
UAW go to war again, it could well be a fight 
to the death. 





Enron 


Wet behind the 
ears? 


LLOWING electricity to come into con- 
tact with water can be dangerous. But 
when, on July 24th, Enron, a big American 
electricity and gas firm, announced a £1.4 
billion ($2.3 billion) takeover of Wessex Wa- 
ter, a British water business in the region 
made famous by Thomas Hardy's novels, 
there were few cries of caution. Instead 
there was lots of guff about the fantastic 
opportunities in water. 

Enron's aim in taking over Wessex Wa- 
ter is not modest. It envisages Wessex be- 
coming a basis for securing lots of big con- 
tracts in water and sewerage worldwide. 
"We intend to be one of the two or three 
dominant players in the [water] business," 
says Rebecca Mark, who will head Enron's 
new water business. 

The firm, whose revenues have shot up 
from $8 billion in 1993 to $20 billion last 
year on the back of expansion in electricity 
and gas, has paid a hefty price for Wessex 
Water, much more than the value placed 
on its assets by the regulator of Britain's wa- 
ter industry. As yet, Wessex has no interna- 
tional experience; and its domestic busi- 
ness, like those of other British water firms, 
is expected to be hit by price cuts that are to 
be announced soon. 

The potential of the wa- 
ter and sewerage business, 
however, lies far from 
Hardy's Wessex. A slew of 
rich countries, including 
Germany and America, are 
starting to open the sector 
to private firms. More ex- 
citing still, developing 
countries need to invest 
some $70 billion a year in 
new water facilities, reck- 
ons the World Bank. State- 
owned water utilities in 
developing countries are 
often starved of cash and 
grossly inefficient. Hence a 
number of Asian and Latin 
American “mega-cities”, 
including Buenos Aires, 
Mexico city and Bangkok, 
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Hardy's Tess was a customer of Wessex water 





Rollered flat 


OLKSWAGEN'S chief executive, Fer- 

dinand Piech, met his nemesis on a 
Bavarian golf course early on the morn- 
ing of July 28th. The urbane figure of Sir 
Ralph Robins, chairman of Rolls-Royce 
plc, an aero-engine maker, stepped off 
his aircraft to shake hands on a deal that 
nearly made vw's boss choke. Only last 
month Mr Piéch was chortling at his suc- 
cess in outbidding his rival BMW in the 
auction of Rolls-Royce Motor Cars by its 
owner, Vickers. But in Bavaria Sir Ralph 
told Mr Piéch that he had to hand the 
Rolls-Royce brand name over to BMW, 
whose boss, Bernd Pischetsrieder, could 
scarcely contain his glee. 

The aero-engine company retained 
the ownership of the brand when the car 
maker went its separate way in the 1970s. 
Sir Ralph had always wanted it to pass to 
BMW, which is already his partner in a 
jet-engine business. BMW is to pay £40m 
($66m) for the right to put the name on 
cars that it will make at a new factory 
somewhere in England. Rolls-Royce (the 
engine maker) will have a director on its 
board and use the proceeds to take a 
stake in the new company that BMw will 
form to start making Rolls-Royce cars in 


2003. vw will be able to make cars with 
that name until then. 

Sir Ralph has been quietly pulling 
such strings for years: he was responsible 
for the current Rolls-Royce car, the Ser- 
aph, having a BMW engine rather than a 
Mercedes one. He stepped in to veto a 
Mercedes deal at the last minute, at the 
request of Mr Pischetsrieder. 

Mr Piéch seemed blandly unaware of 
such undercurrents. Until this week he 
had never met Sir Ralph, and The Econo- 
mist understands that there had been no 
negotiation at all over how much vw 
would need to pay to persuade Sir Ralph 
to change his loyalties. Thus it was that | 
vw paid £479m to acquire one of the | 
world's top ten brands, and ended up 
with a factory at Crewe in which to make 
Bentleys—classy cars but without the su- 
preme cachet of the Rolls-Royce name. | 

Mr Piéch will have some explaining 
to do to his shareholders about how he 
let such a jewel slip from his grasp. One 
man keeping his head down is the boss 
of Vickers, Sir Colin Chandler, a former 
arms dealer for the British government 
whose salesmanship has been demon- 
strated beyond a shadow of a doubt. 











have recently turned to private firms to im- 
prove their water and sewerage systems. 
The same is true of electricity in devel- 
oping countries. But there is a big differ- 
ence with water. In electricity, hundreds of 
western firms, especially privatised electric 
utilities faced with declining profits at 
home, are scrambling to win contracts to 
build the developing world's power plants; 
in the process they have bid down the re- 
turns these contracts are likely to generate. 





In water, though, there are only a hand- 
ful of firms in the international market, 
and competition is less fierce. These firms 
are either French, notably Suez Lyonnaise 
des Eaux and Vivendi (formerly known as 
Compagnie Générale des Eaux), or British, 
notably Thames Water and United Utili- 
ties, Britain privatised its water firms in 
1989 and French municipalities have been 
contracting out water services since the 
19th century. But in most other countries 
water firms are still either 
state-owned or too small to 
compete in the global mar- 
ket. (America, for example, 
has tens of thousands of 
water firms, many of them 
serving only a few thou- 
sand customers.) 

The international wa- 
ter business has its own pe- 
culiar problems. Unlike 
electricity, water is seen in 
most countries as a basic 
entitlement, if not a free 
good. Even more than with 
electricity, the — price 
charged for it is a small 
fraction of the cost of sup- 
ply. Hence, in order to at- 
tract firms to invest in the 
sector, governments usu- 
ally have to raise charges 
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Private investment in infrastructure* 
1990-95, % of total 


Total: $7150bn 





steeply, a politically traumatic process. 
They must also face the possibility of mass 
sackings from public utilities. 

These political problems help to ex- 
plain why the private water business has 
yet to take off on the scale of the power busi- 
ness in developing countries. Indeed, one 
senior director of a British water firm com- 
plains that there is too much western capi- 
tal chasing too few water projects. 

Even after a water contract is signed, the 





NEW YORK 


HAT do bibles, Adidas sneakers 

and the first draft of America’s Dec- 
laration of Independence have in com- 
mon? The fact that they've all been made 
from hemp, the hippest and most contro- 
versial plant material around. Strong, 
fast-growing and resistant to weevils, 
hempss versatility is lauded by its fans. “It 
can save the world,” suggests Anita 
Roddick, Body Shop’s never-knowingly- 
understated founder, who is using 
hemp's oil-rich seeds to make her gloppy 
moisturisers. 

Popular for centuries, hemp was grad- 
ually supplanted by commercially grown 
cotton and political prejudice (because of 
its kinship to marijuana). But now it is 
creeping back. Its toughness has attracted 
Daimler-Benz, which is looking at its po- 
tential as an alternative to fibreglass. It is 
also being considered as a supplement to 
wood pulp in paper. And fashion design- 
ers such as Calvin Klein and Giorgio 
Armani—who created an all-hemp tux- 
edo for actor Woody Harrelson—swear by 
its softness and durability. It is being used 
ina number of niche products as well. For 
example, its super-absorbency makes 
ideal bedding for England's royal horses, 
while eco-friendly young things seem to 
like its nutty taste in beer. 

Hemp is grown freely in much of the 
world. In March, Canada legalised its 
| commercial planting after a 60-year ban; 
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Hemp's good habits 


risks are legion. Contracts often involve a 
lot of upfront investment, such as building 
connections to new customers; and returns 
only begin to flow towards the end of the 
concession period, typically 20-25 years. At 
any time during that period, politicians 
may attempt to renegotiate the terms to ap- 
pease public concern about charges. And 
though most ofthe contracts that have been 
signed by French and British firms are still 
in their early stages, already many have had 
problems. 

United Utilities, for example, last year 
made an £83m provision in its accounts to 
deal with its troubles over a controversial 
sewerage contract in Bangkok. And earlier 
this year Thames Water and Suez Lyon- 
naise des Eaux had their respective con- 
tracts to manage Jakarta's water supply sus- 
pended-—although they won them back 
after severing links with Indonesian busi- 
ness partners associated with former Presi- 
dent Suharto. 

Enron argues that the skills it has built 
up in its international energy business— 
risk management, financing, and a good 
understanding of politics in various coun- 


and the Eu subsidises its production. But, 
not surprisingly, the plant is causing à 
problem in puritanical America. Al- 
though importing sterilised hemp seeds 
into the United States is permitted, Amer- 
ica’s Drug Enforcement Administration 
cracks down on anyone growing it, and 
spends some $500m a year trying to wipe 
out wild hemp. The DEA worries that 
hemp and marijuana plants are indistin- 
guishable, and that hemp plots could be 
used to hide marijuana bushes. 
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tries—will help it to prosper in the water in- 
dustry. Though impressive, however, its 
performance in international energy is not 
impeccable: in 1995, its power project in 
the Indian state of Maharashtra was held 
up by a long and bitter dispute with nation- 
alist politicians. It will be hard pressed to 
avoid similar difficulties when it plunges 
into the water business. 
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Corporate head offices 


Places to linger 


M? new head-office buildings are 
designed to impress from the out- 
side: the soaring tower, the sparkling foun- 
tains, and so on. But the newly opened cor- 
porate headquarters of British Airways, five 
miles west of London's Heathrow airport, 
is radically different. It is designed to im- 
press the people who work inside it, chiefly 
by bringing them into contact with each 
other as they move around the space. 

BA is the latest company to wake up to 


om esc 


These are bitterly contested points. 
Though both are members of the canna- 
bis family, hemp and marijuana are not 
the same plant. Hemp contains only a 
small fraction of marijuana's active nar- 
cotic, THC. In May, this led a bunch of 
Kentucky farmers to try their luck and sue 
the federal government for the right to 
grow industrial hemp. 

Their case is not being helped by mar- 
keting campaigns elsewhere which play 
on the link with the cannabis family. A 
slogan for Body Shop's hemp moisturiser, 
for example, claims: "it softens your 
hands without short-term memory loss", 
while the Mill Creek Brewery named its 
“420 Hemp Ale" after the code for police 
officers doing a drug bust. 

It is also unclear whether hemp will 
ever be a commercial success. Jeffrey 
Gain, chairman of the Department of Ag- 
riculture’s venture-capital arm, argues 
that hemp could be a useful alternative 
for America's suffering wheat and to- 
bacco farmers, boosting the yields of 
crops rotated with it and offering protein 
levels in its seeds as high as soya's. How- 
ever, he admits that the real challenge is. 
harvesting it. Hemp is woody and grows 
up to 15 feet tall—separation of its long 





and short fibres is labour-intensive and 
requires specialist machinery. 

The strength of demand is also uncer- 
tain, given the faddishness of many po- 
tential markets. However, if America's 
farmers were given a chance to grow the 
stuff, consumers would be better able to 
decide whether to make hemp a habit. 
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the fact that the design of head offices can 
have a marked effect on productivity. 
When Nortel, a Canadian telecoms com- 
pany, decided to move from its central, 
high-rise premises in Toronto to a con- 
verted factory in the suburbs, it won over 
reluctant employees by turning its new 
base into a selfcontained town. It has 
streets, cafés, restaurants, indoor parks, 
even a Zen garden. And Ba is not the first 
airline to fall in love with indoor streets: 
the head office of sas outside Stockholm 
also has them, full of shops and cafés. 
When BA decided to abandon its an- 
cient office building beside Heathrow's 
runways, Bob Ayling, its boss, made up his 
mind to “move the office, change the cul- 
ture". Mr Ayling (a former civil servant) has 
long believed that the airline retains a bu- 
reaucratic hangover from its days in the 
public sector. He wants to use the new of- 
fices to make a decisive break with the past. 
Step inside BA's front door and you 
soon understand that things have changed. 
After passing the receptionists, lined up 
like check-in desks, you walk between two 
giant wheels from the undercarriage of a 
jumbo jet. The main corridor linking six 
small office blocks within the complex is a 


village street, complete with cobbles and 
wayside trees. The core of the building de- 
liberately tries to ape an English village 
square. Workers arriving from the base- 
ment car park have to walk across the 
square to get to their office space. The aim is 
to ensure that people's paths cross, easing 
informal communications. 

John Wood is the airline's director for 
the Pacific rim market. Like other BA em- 
ployees, he does not have his own office. In 
the two weeks a month that he is not travel- 
ling he uses a *touch-down" area next to the 
team area where his staff work. Previously, 
BA clung to old bureaucratic norms, with 
bosses on a floor to themselves far away 
from their staff. 

Mr Ayling says that when he wants to 
talk with one of his directors he is forced to 
walk through the building, meeting people 
on the way and exchanging a few words. “I 
learn more in a couple of days than I used 
to in a month," he says. 

The building is more than a traditional 
corporate headquarters; it also houses a 
training department right by the village 
square, complete with a mock-up of a 
jumbo jet's first-class cabin. On any day, 
500 front-line cabin crew or ground staff 
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are there on a course. Mr Ayling hopes this 
too will break down barriers between head 
office and staff in the field. 

It takes more than a world-class archi- 
tect (in BA’s case Niels Torp) to make such 
an idea work. BA has invested £10m ($16m) 
in fancy rr; staff wander around with digi- 
tal cordless telephones that double as their 
desk phones. Employees can even order 
groceries electronically from a local store 
and have them delivered to their car in the 
garage before they go home. 

Liberated by technology, companies are 
beginning to tear down the walls of the tra- 
ditional office. Andersen Consulting in 
Paris has gone furthest, with its consultants 
flitting through and booking space, with no 
fixed abode of their own. The price can be 
seen in the occasional sad trolley trundling 
around with an absent consultant's per- 
sonal possessions. But a revolution is under 
way. A new report by IDRC, à property re- 
search organisation, concludes that com- 
panies now realise that "teamspace" is 
what is needed, since one-fifth of workers 
in most companies operate in teams. Out 
go rigid little compartments and vague 
open plans; in come team areas, cyber-ca- 
fés, and nice places to linger. 





European software 


SAP's rising in New York 


WALLDORF 


On August 3rd Europe's bi 


software firm will be listed on the New York 


Stock Exchange. What benefit will this bring to the thoroughly German SAP? 


| Was cranes that dominate the flat Ger- 
man landscape around Walldorf are 
testimony to SAP's success. The new build- 
ings are being put up by a local property 
developer to provide accommodation for 
the legions of consultants who come to 
Walldorf to train and to pay homage to the 
26-year-old firm that first defined, and now 
dominates, the booming market for soft- 
ware applications that tie together and 
automate business processes. 

SAP, with nearly 9,000 cus- 
tomers in over 90 countries, 
has about 28% of the $15 bil- 
lion market for so-called en- 
terprise resource planning 
(ERP) systems. It is not in need 
of cash; so it will not be issu- 
ing new shares when it lists in 
New York. Even so there are 
some sound reasons for the 
listing. Around 35% of sAP's 
sales, which rose by 61% to $2.1 
billion in the first half of 1998, 
are in the United States, and 
more than a fifth of its inves- 
tors are there too. As Henning 
Kagermann, the company's 
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recently appointed co-chairman, says: “It is 
a matter of improving investor relations 
and increasing visibility in our biggest 
market." 

It is also about giving the company's 
employees the reassurance that their re- 
cently granted stock-appreciation rights—a 
sort of option scheme that sap felt obliged 
to introduce earlier this year to compete for 
talent against American rivals—are fully 





valued. Whether the New York listing will 
go further towards changing sAr's highly 
distinctive German culture is a matter of 
considerable debate inside the company. 

In particular, employees wonder whe- 
ther the pressure to hit the demanding 
quarterly targets set by Wall Street's army of 
analysts will erode the company's famous 
long-termism and meticulous engineering. 
Mr Kagermann argues that sAr has tried to 
operate as if it were listed in America since 
the beginning of the 1990s "in terms of the 
way we communicate results each quarter 
and the amount of disclosure we provide. 
We also know what it is like to be punished 
[by the stockmarket] Two years ago, the 
stock took a 35% hit when four major con- 
tracts were delayed." 

American investors will be keen to see 
whether sAP can sustain its 
stellar growth. Since the be- 
ginning of the year its share 
price in Frankfurt has dou- 
bled. And in the same period, 
the company has increased its 
headcount by 32% = (to 
17,000)—at some cost to mar- 
gins—in order to meet the ex- 
pected demand for its prod- 
ucts. According to Chuck 
Phillips, an analyst at Morgan 
Stanley, an investment bank, 
revenue growth continues to 
beat expectations; investors, 
he says, are happy to ride with 
an industry leader gaining 
market share in one of the 
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most attractive segments of technology. 

That, in a nutshell, is why sAP attracts 
both envy and admiration. Despite all the 
excitement over the Internet, it is ERP that 
has revolutionised the way that big compa- 
nies do business in the 1990s; and sap has 
been in the vanguard of that revolution. 
The promise of ERP in general, and of sAP 
in particular, is to bring about the seamless 
integration of all the vital information that 
flows through a company—financial in- 
formation, supply-chain information and 
customer information. 

Before ERP, lare companies struggled 
to blend incompatible systems into a work- 
able whole while spending huge amounts 
of money on custom-made software that 
frequently failed to deliver what was ex- 
pected of it. However, though ERP systems 
are "off the shelf", they are amazingly com- 
plex and sophisticated pieces of software 
that typically require many months, some- 
times years, to implement in full—a process 
that involves spending several times the 
cost of the original software. One estimate, 
by AMR Research in Boston, values last 
years spending on what it calls the ERP Eco- 
system—consulting, hardware, networking 
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and complementary 
more than $35 billion. 

Installing SAP's R/3 system has been de- 
scribed as the corporate equivalent of root- 
canal work. Although the vast majority of 
companies that have been through this 
purgatory have no doubt that the gain far 
outstrips the pain, there are still enough 
horror stories to make others think twice. 
American PC makers such as Dell and Ap- 
ple Computer, which have a decentralised 
management or a free-wheeling culture, 
have either aborted or scaled down their 
SAP implementation. 

Many believe that the only way to get 
the full benefit of R/3 is simply to submit to 
the sap way of doing business. That means 
accepting a considerable amount of corpo- 
rate re-engineering as the price of entry to a 
brave new iT world. However, in the latest 
issue of the Harvard Business Review, 
Thomas Davenport, a professor at Boston 
University, argues that companies may lose 
some of their uniqueness, and their com- 
petitive advantage, through squeezing 
themselves into the saP mould. He says that 
managers should ask whether the system's 
technical demands coincide or conflict 
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with their companies' business goals. 

The biggest danger facing sAP may 
come from the Internet and the far-reach- 
ing effect that it will have on every aspect of 
business computing. The firm's rivals say 
that it has been slow to develop Internet- 
related software, and there may be some 
truth in this. But companies that have been 
through the ordeal of an saP implementa- 
tion will not easily be persuaded to switch 
horses. The firm says that the architecture of 
R/3 is sufficiently flexible for it to cope with 
any conceivable move towards the distrib- 
uted sort of computing model made possi- 
ble by the Internet. 

A bigger dilemma may lie in sAP's atti- 
tude towards services—not a traditional 
strength of German companies, Although it 
is slowly expanding its in-house consul- 
tancy, SAP has stuck to working through 
partners—such as the consulting arms of 
the big accountancy firms. As long as ERP 
remains the hottest software game in town, 
SAP will have little need to boost its income 
from services. But in time, it almost cer- 
tainly will. The more Americanised sAP be- 
comes, the smoother that transition will be. 





Cost-cutting activity 


ZURICH 


HE latest version of sAP's software, to 

be released later this year (see story 
above) will integrate popular new ac- 
counting techniques that, saP hopes, will 
make it appeal to firms looking for a bet- 
ter way to cut costs. One company that 
plans to rely heavily on the new software 
IS ABB, a Swiss-Swedish engineering con- 
glomerate with one of the world's most 
global and decentralised business 
structures. ABB has spent the past 
three years preparing itself for the 
switch to the new system, and its ef- 
forts demonstrate that one com- 
pany at least has chosen to put the 
IT cart after the business horse. 

ABB is shifting to an increas- 
ingly popular accounting system 
known as "activity-based costing" 
(ABC). The idea is to change the way 
in which costs are counted. The tra- 
ditional approach is to allocate 
overheads—everything from mar- 
keting expenses to utility bills—to 
different divisions according to 
some rough measure of how much they 
rely on those overheads. The age-old prob- 
lem is that some activities draw more 
heavily on overheads than others. 

In ABB's case, for example, it often 
takes the same amount of time, labour 
and materials to make two different in- 
dustrial robots. But if one robot must be 


tailored to a customers needs, it places 
more demands on the engineers, pur- 
chasers and inspectors than a standard 
robot cranked out in volume. If it allo- 
cated these indirect costs equally to each 
robot, ABB would understate the cost of 
the customised robot and overstate that 
of the standard one. Over the past decade, 
as new technologies have made it easier 





for firms to customise products, the im- 
portance of allocating these indirect costs 
accurately—and the penalties for mis- 
placing them—has grown. 

To prepare for the new system, ABB di- 
vided its entire purchasing process into 
discrete activities: for example, negotiat- 
ing with suppliers, updating the 


dling complaints, and so forth. Similarly, 
it divided its engineering efforts into ac- 
tivities such as designing prototypes and 
the necessary equipment. 

This approach has two advantages. 
First, if a customer wants, say, à power 
plant that needs lots of tailoring, ABB can 
estimate the costs more accurately before 
making a bid, and avoid losing money on 
the deal. An even bigger advantage is the 
information that ABB has gained from the 
review process itself, which it began in 
early 1996. 

For example, once they began 
to define the inspection process as 
a discrete activity and to pay atten- 
tion to its costs, many ABB divi- 
sions began to ask why they were 
spending so much money inspect- 
ing materials from their most reli- 
able suppliers, which already have 
excellent quality controls. Thus, al- 
though the full implementation of | 
activity-based costing will nothap- | 
pen until next year (when the new 

SAP system is in place) many bene- | 
fits of the review process have al- | 
ready been realised. | 

To make the new sAP system work, in | 
other words, ABB spent three years re- | 

| 


database, issuing purchase orders, han- 
| 
| 
| 
| 


thinking its business, rather than turning 
it over to programmers. “Had we done it 
the other way around," says Volker 
Hevler, the project's manager, “we would 
have failed. You can't start running at the 
finish line." 
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How well Mr Spielberg wears a suit 


The entertainment industry has long been a battlefield between **the suits" and **the 
talent". Does ‘Saving Private Ryan" mark a shift in the combatants’ fortunes? 


INEMA-GOERS in America frequently 
make noisy attempts to explain the 
plot to each other. It is a measure of Steven 
Spielberg's mastery of his art that his latest 
film, "Saving Private Ryan", has reduced 
even the most talkative of audiences to si- 
lence. The three-hour epic, released on July 
24th, has swept to the top of the box office, 
taking in $30m on its opening weekend. 
Critics have hailed the film as easily Mr 
Spielberg's best. It is also a milestone for 
DreamWorks sKG, the studio that Mr Spiel- 
berg founded four years ago with Jeffrey 
Katzenberg, a Disney executive credited 
with many of that studio’s cartoon successes, 


for his close contacts with stars. 

The first new studio to be founded in 65 
years, DreamWorks rapidly raised $2.7 bil- 
lion and promised to rewrite the rules of 
Hollywood. Amid much excited talk about “synergy”, the 
founders promised to produce computer games, records and Tv 
programmes as well as films. It confirmed a growing belief that 
the talent could now boss the suits who run the big entertain- 
ment firms, relegating them to being mere distributors. 

Yet that did not happen. Instead, the studios poured money 
into special-effects films, not just actors, and Wall Street began to 
believe the entertainment conglomerates when they claimed 
that content was a mere ingredient; the real value lay in distrib- 
uting it. And to cap it all, DreamWorks ran into difficulties. 

One was that its grandiose plans to set up a new studio on an 
expanse of marshland north of Los Angeles airport got into trou- 
ble, leaving DreamWorks embroiled in nasty rows with both 
environmentalists and developers, and with premises inef- 
ficiently scattered around the city. But a more serious problem 
was the studio’s output. Its first film, “The Peacemaker”, a work- 
manlike thriller, barely broke even. An early Tv series, “Ink”, star- 
ring Ted Danson, failed miserably. And the studio’s first record 
release, George Michael's “Older”, did little better. 

By the time that "Amistad", Mr Spielberg's first film for his 
new studio, opened to a lukewarm reception (and a distracting 
lawsuit about intellectual-property rights) at the end of 1997, 
DreamWorks was said to have 
spent nearly $1 billion of its capi- 
tal. Hollywood began to compare 
the new studio to United Artists, a 
company founded in 1919 by an- 
other dream team—Chaplin, Fair- 
banks, Pickford and D.W. Grif 
fith—which ended in tears and a 
takeover. 

"Saving Private Ryan", com- 
ing as soon as it does after the 
DreamWorks team's success with 
"Deep Impact”, an asteroid 
movie that has pulled in $138m, 
has all but silenced such talk. 
DreamWorks will release two ani- 
mated films before the end of this 


1 Y. Jurassic Park 
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Money-making talent 
Steven Spielberg's top ten films 
Film 


.2 El-The Extra-Terrestrial 


& Raiders of the Lost Ark — — 1981 — 37. 
7, naana Jones and he Temple of Deont 1994 325 


Source: Screen international 





year, “Antz” and “The Prince of Egypt”. It 
now seems safe to say that Mr Spielberg and 
his colleagues have proved that you can es- 
tablish a studio—albeit one that still lacks a 
permanent home—with little more than 
your reputations and your artistic skills. 

For the moment, then, the suits seem to 
be in retreat. The success of “Titanic”, the ul- 
timate “anti-suit” film (because it went so far 
over budget), has given every director the 
feeling that he ought to be making three- 
hour epics costing $200m. More generally, 
the growing fashion for contracting out pro- 
duction to small independent companies 
has further slimmed the studios: almost 
100,000 of the people employed in the busi- 
ness are now freelance workers. Far from 
controlling the industry, the huge entertain- 
ment firms look ever more like mere pub- 
lishers, providing the talent with the neces- 
sary money, advertising and distribution. And now Mr 
Spielberg seems to have shown them that he can do all this too. 

Two things particularly frighten the suits. The immediate 
one is that costs may once again get out of control. When Charlie 
Chaplin and his colleagues founded United Artists, a contempo- 
rary jibed that the lunatics had taken over the asylum; there are 
some signs of this happening again. Mr Spielberg and Tom 
Hanks, the star of “Saving Private Ryan”, will each receive 17.5 
cents of every dollar earned on the film. The second fear is 
longer-term: that technology, and particularly the Internet, is 
taking the skill out of distribution, making it easier for the talent 
to control things. 

Yet “Saving Private Ryan” also shows that the suits still have 
some lines of defence. To begin with, the film is a co-production 
with Paramount, which has the rights to release the film abroad. 
And DreamWorks's distribution system is still less competent 
than its film-making: a glitch left many cinemas without copies 
ofthe film on the morning of its opening. 

But the best argument for the suits continuing to sleep 
soundly is, ironically, MrSpielberg himself. Put simply, he seems 
to be a one-off. Of the 16 movies he directed before "Saving Pri- 
vate Ryan", 13 turned a profit (normally only a third do). 

Even more unusually for a tal- 
ent, Mr Spielberg seems to have a 
suitish eye for the bottom line. 
"Saving Private Ryan" cost only 
$65m to make, a remarkably 
small amount for such a grandi- 
ose epic. During the making ofthe 
film a construction crew mistak- 
oni AME enly built a set so that it was facing 
1975 . 460 straight into the sun. Most direc- 

198! — .| tors would have knocked it down 
and started again; Mr Spielberg 
chose to rely on clever camera an- 
gles instead. Sometimes putting 
the lunatics in charge of the asy- 
lum is the best way to get them to 
behave themselves. 
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The perils of prediction 


WASHINGTON, DC 


Investment banks and academic economists are building complicated mod- 
els to predict currency crashes. Don't expect them to work 


RMED with fancy handbooks and 
buzzwords, investment banks are 
busy touting a new tool to their clients: 
models that will predict currency crises. 
Credit Suisse First Boston, for instance, has 
an "Emerging Markets Risk Indicator"; J.P. 
Morgan an "Event Risk Indicator"; and 
Lehman Brothers a "Currency Jump Prob- 
ability” measure. Designed mainly for 
emerging economies, these models are 
meant to help hapless investors work out 
whether (and when) a country's currency 
will crash. In the meantime academic econ- 
omists are beavering away in the same 
field. Over the past year or so lots of eco- 
nomic papers have claimed to identify 


the factors that cause crises and which S=% 


"indicators" predict trouble ahead. 

As investors and policymakers reel 
from one crash to another, what could 
be better than an effective way of pre- 
dicting problems? In today's volatile 
markets, investors could make a kill- 
ing by calling a crisis correctly; and 
policymakers could save themselves 
many headaches if they had a chance of 
heading it off in advance. Crises still seem 
so hard to foresee (even a year ago, who 
would have imagined the depth of Asia's 
mess?), partly because they have such dispa- 
rate causes; but perhaps the number- 
crunchers have found method in the 
madness. 

That is certainly their claim. J.P. Mor- 
gan, for instance, reckons that over the past 
decade its indicator would have warned in- 
vestors about nine out of ten currency 
crashes one month before they happened. 
An investor who had used this indicator to 
guide hedging decisions in 25 countries be- 
tween 1992 and 1997 would have had a re- 
turn that was, on average, 2.24 percentage 
points higher per country per year than an 
unhedged investor. He would also have 
made higher returns than an investor who 
made his hedging decisions by flipping a 
coin. Academics are less boldly clearcut, 
generally content with identifying warning 


* "Are Currency Crises Predictable? A Test." IMF Working 
Paper (forthcoming) 
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signals (such as, say, an overvalued ex- 
change rate) that, they claim, should sys- 
tematically signal a future crisis. 

Most of these models follow the same 
basic approach. First, the modellers define 
a currency crisis—usually a sharp drop of 
10% or more in a currency's real value. They 
then work out when these have occurred in 
a sample of countries over, say, the past ten 
years. Based on economic theory, or failing 
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that, pure hunch, they suggest a number of 
economic and market variables that might 
have helped to cause the crash—such as a 
country’s exchange-rate overvaluation, 
slowing economic growth or rising debt 
burden—and track these for each country. 
Using sophisticated econometrics the stat- 
isticians sift through the relationships be- 
tween these indicators and previous 
crashes to spot any patterns that might link 
them together. Based on these patterns, 
they create an index, which spits out the 
overall probability of a crisis occurring. 

Sophisticated stuff, to be sure. Yet the 
real question is whether this improves on 
what investors use today—usually a careful, 
if informal, analysis of a country's circum- 
stances. It is hardly surprising that these 
models are successful at predicting past cri- 
ses, since they are calculated on the basis of 
historical statistics and with the benefit of 
hindsight. The modellers claim they are 
good also at predicting crises that occurred 
after the period from which their equations 
were derived. Perhaps—but the real test is 
whether they will be good predictors of tur- 
moil in the future. 

The omens are not good. In the first 
comparison of such models*, Andrew Berg 

and Catherine Pattillo, two economists at 
the 1MF, look at three created by aca- 
demic economists before the Asian crisis 
and ask whether they would have helped 
to predict it. The answer is: not really. 
They argue that two of the studies—one 
co-written by Jeffrey Sachs at Harvard 
University and the other co-written by 
Jeffrey Frankel, now at the Council of Eco- 
nomic Advisers—would have been of *lit- 
tle use" in predicting Asia's crash. The third 
study, by Graciela Kaminsky of the Federal 
Reserve, Saul Lizondo of the iMr and 
Carmen Reinhart of the University of 
Maryland, would have proved a better pre- 
dictor than pure guesswork, but not much. 
It would have issued far stronger warnings 
for Brazil and the Philippines (which did 
not have currency crashes) than for Thai- 
land or South Korea (which did). 

Since the banks' models have all been 
developed since the Asian collapse, it is im- 
possible to judge them by a similarly strin- 

gent standard. Econometric 

purists can justifiably pick 
holes in their choices of 
sample countries, time 
periods and statistical 
methods. All are differ- 
ent, so each model gives 
different results. The 
chart overleaf shows 
how three models 
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would have gauged the risk of a crisis in 
Thailand in 1996-97. A sample that is too 
small may be biased; too big, and it may 
include countries in which crises develop 
differently. Analysing only a short time pe- 
riod, as Lehman Brothers does, yields too 
few indicators to work with. Using longer 
periods, as J.P. Morgan does, risks compar- 
ing crises that occurred in hugely different 
global environments. Since all models as- 
sume that the relationship between warn- 
ing signals and crises is constant, long sam- 
ple periods carry dangers of their own. 

The models also run into another risk: 
"data-mining", meaning that analysts sim- 
ply look at variables without trying to es- 
tablish how they might have caused a crash. 
If one set of variables does not work, stat- 
isticians simply try another, until they get 
lucky. The opposite risk is of “model bias", 
in which a model is inspired by one par- 
ticular crash. The most powerful variables 
in J.P. Morgan's model, for instance, are 


measures of contagion, or the number of 
crashes that have occurred during the past 
six months in the same region, plus an esti- 
mate of investors' appetite for risk; eco- 
nomic fundamentals play a relatively 
small role. This framework fits Asia well. 
The theoretical gains an investor would 
have made using the J.P. Morgan indicator 
are driven largely by massive returns in 
1997. Between 1994 and 1996 one would 
have made more money by never hedging 
than by following the bank's advice. 
Circularity is another danger. Lehman 
Brothers, for instance, tries to avoid the 
problems of using historical data by using a 
second, "structural" model, but this draws 
from current financial-market data. Other 
banks' models include variables that also 
depend on market sentiment, such as the 
appetite for risk or projected capital in- 
flows. CsFB’s model, for instance, includes a 
variable that tracks the flows of portfolio 
investment a country is likely to receive. Its 
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Mean streets 


NEW YORK 


CONOMISTS typically assume that 

crime happens precisely because it 
does pay, at least on average. But a new 
study of wages paid to American gang 
members suggests otherwise. 

Steven Levitt, of the University of 
Chicago, and Sudhir Venkatesh, of the 
Harvard Society of Fellows, looked at the 
income and expenditure of one inner- 
city gang specialising in selling crack co- 
caine, based on data provided by a for- 
mer gang leader. They found that most 
gang members were paid less than the 
national minimum wage (now $5.15 an 
hour). As a result many had to supple- 
ment their meagre illegal earnings 
through part-time work ofa legal sort. 

Over the four-year period studied, 
the gang’s monthly income rose from 








$18,500 to over $68,000, in 1995 dollars. 
Of this, 15% went to pay for the drugs to | 
sell. Another big expense was funeral 
costs, plus payments to relatives of mem- 
bers killed on the job—which averaged 
$5,000 a time. This was the nearest thing 
gang members had to a monetary perk. 
The typical street-corner crack ven- 
dor earned as little as $200 a month. | 
True, these wages rose during times of in- 
ter-dang warfare. Indeed, "warriors" 
hired temporarily by the gang during oc- 
casional battles with rival groups earned 
up to $2,000 a month, although the risk 
of death was much higher for these mer- 
cenaries. But even for an average gang 
member, the probability of dying was 
high. A member active in all four years 
was likely to suffer two non-fatal injuries, 
and had a one-in-four chance of being 
killed. The study calculates that at this _ 
level of risk, gang members mayconsider | 
their lives worth as little as $7,500. | 
So why do it? According to Messrs 
Levitt and Venkatesh, this pay structure 
is a classic example of an economic 
"tournament", in which the winner 
takes all. Members put up with low start- | 
ing wages because of the chance of even- | 
tually becoming a gang leader and earn- 
ing a fortune. A hefty 20% of the gang’s 
revenue in the study was paid to a few 
leaders, and the head of the gang earned 
$100,000 a year. That this pay differen- 
tial between senior and junior employ- 
ees bears an uncanny resemblance tothe . 
gap found in America’s legitimate busi- 
nesses is, of course, entirely coincidental. | 
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crisis-probability index in Russia rose 
sharply between March and May 1998: a 
third ofthis change was the result ofa sharp 
reduction in actual and projected portfolio 
flows for 1998. But presumably these pro- 
jections were revised downwards partly be- 
cause investors feared a crash—exactly 
what the model is trying to predict. 

In short, it seems near-impossible to 
create models that neither miss too many 
crises that have occurred nor predict too 
many that never happen. This makes some 
economists highly sceptical of all early- 
warning indicators. Richard Portes, an 
economist at the London Business School, 
calls them “one of the most egregious ex- 
amples of data-mining in all of empirical 
economics". 

That may be too harsh. If nothing else, 
the models help policymakers to keep an 
eye on indicators that have proved pre- 
scient in the past and give traders yet an- 
other number to track. But, as the Univer- 
sity of Maryland's Ms Reinhart admits: "It 
is naive to think that these things can help 
predict the exact timing of a crisis." For in- 
vestors and traders such models should, at 
most, be an extra tool, not a substitute for 
country analysis and market judgment. As 
another economist involved admits: "They 
are fancy tools, but I wouldn't trade on 
them." 





Credit ratings 
Moody's blues 


TOKYO 


il os MANY, the way to get Japan's econ- 
omy back on its feet seems obvious: 
clean up its banks, cut taxes, increase gov- 
ernment spending, and worry about how 
to pay for it all later. One problem with this 
is that credit-rating agencies are starting to 
balk at Japan's dismal finances. If they were 
to cut its top-notch AAA rating, then bor- 
rowing to pep up the economy would be- 
come costlier as interest rates rose to reflect 
the greater risk of default. And higher inter- 
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est rates are the last thing Japan's indebted 
government and firms need. 

Having said, in April, that it was unsure 
whether Japan deserved its AAA rating, 
Moody's, an American rating agency, an- 
nounced on July 23rd that it had put the 
country on negative credit watch, a move 
that usually results in a downgrade. This 
week a second agency, Fitch 1BCA, released 
a report asking whether Japan might be an- 
other South Korea. No, it concluded, but 
with some caveats, such as the opacity and 
sickliness of the banking system. And it 
noted that Japan's ability to service its over- 
seas debts could deteriorate should the 
economy continue to contract sharply. 

There are, broadly, two schools of 
thought about the rating agencies' fears. 
The first thinks they are unfounded. The 
government has no direct foreign borrow- 
ings. That its finances are in a mess is not 
really a problem: there are more than 
enough savings in Japan—which accounts 
for 6096 of the world's net saving—to sort 
them out. And Japan has $900 billion of 
overseas assets, making it the world's larg- 
est creditor country. These assets could be 
used as collateral should the country face a 
liquidity crisis. On this view, the agencies 
are being overly cautious, perhaps because 
ofthe flak they took for being too optimistic 
about the rest of Asia before its crisis hit. 

Another reason that some think 
Moody's is off the mark is that countries 
with the luxury of borrowing in their own 
currency can, in theory, print enough 
money to repay those debts, or raise taxes. 
That is why rating agencies give a higher 
rating to countries borrowings in their 
own currencies than in others. Moody's 
gives Greece, for example, an AAA rating for 
its domestic borrowing, but a 
much lower one for its for- 
eign-currency debt. Yet the 
agency is considering down- 
grading not just Japan's for- 
eign-currency debt but its do- 
mestic debt too. If it did so, 
points out Tom Dunn of J.P. 
Morgan, Japan would have a 
lower domestic-debt rating 
than Greece, Portugal or 
Iceland. 

Yet this school of thought 
seems a little too sanguine. 
The opposing school thinks 
that the rating agencies may 
have been too slow to down- 
grade Japan, rather than too 
quick. Markets have already, 
to an extent, moved ahead of 
them. They now value foreign- 
currency bonds issued by It- 
aly, for example, more highly 
than the Y3.4 trillion ($24 bil- 
lion) of foreign-currency 
bonds issued by Japan's pub- 
lic-sector borrowers, which 
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carry a guarantee from the Japanese 
government. 

The big question for both foreign-cur- 
rency and domestic debts is what that guar- 
antee is worth. The answer is: less than it 
used to be. Gross public-sector debt is al- 
ready about 100% of Gpp and, thanks to 
heavy government borrowing, growing at a 
fair lick. And, excluding social security, the 
general government deficit is likely to be 
roughly 5.9% of Gp» this year—that is large 
by international standards, though far 
from the world's biggest. True, net debt— 
which includes social-security assets— 
looks less alarming, but this number, which 
has been rising fast, is slippery: what those 
assets are worth is anyone's guess. More- 
over, net debt figures exclude social-secu- 
rity liabilities; and, as Moody's points out, 
the government has heaps of contingent li- 
abilities—it has, after all, guaranteed a lot of 
the financial system. 

Unfortunately the tax take has been 
growing far more slowly than the govern- 
ment's debts. So even though the average 
interest cost of Japan's debts has fallen, 
thanks to lower interest rates, debt-service 
costs eat up half of national tax revenues 
compared with about 30% in 1990. Annual 
tax revenues are now less than a tenth of 
Japan's stock of debt. 

Things are about to get worse—deliber- 
ately. The government's Y16 trillion fiscal 
package will be financed by further bor- 
rowing. The new prime minister, Keizo 
Obuchi, is muttering about still more pack- 
ages to get the economy moving. Yet eco- 
nomic recovery would not help tax collec- 
tion much in the short term: two-thirds of 
Japanese companies lose money, so they 
will be able to roll over tax credits for some 





Will ratings slide too? 


years to come. Worse, if more government 
borrowing were to raise interest rates, com- 
panies would feel the pain. 

If Moody's is right to be worried, then 
why is Japan able to borrow more cheaply 
than any government in recorded history? 
Indeed, long-term interest rates have fallen 
even as the government's finances have 
worsened. The answer is, first, that with 
prices falling, real interest rates are higher 
than they look. But also that domestic in- 
vestors have been so risk-averse that they 
are loth to put their cash anywhere else; 
nor, with the economy in the dumps, are 
there many other options. 

That might change, however. The rating 
agencies now hint at the possibility of capi- 
tal flight because of the dismal investment 
returns on offer in Japan. Someone else 
would buy every yen asset that investors 
sold to flee, but the result would be a col- 
lapsing currency. This prediction of capital 
flight has been made many times before, 
most recently when foreign-exchange con- 
trols were abolished in April, beginning Ja- 
pan's deregulatory "Big Bang". But what if 
one day it comes true? 





Fund management 


Shop and drop 


EWTON, a British company, became 

the latest example of fund-manage- 
ment consolidation on July 24th, when it 
was sold for £170m ($277m) to Mellon 
Bank, which already owns Dreyfus, one of 
America's biggest investment firms. This 
follows a spate of similar deals since 1996 
(see table on next page). Like other buyers, 
Mellon believes that to do well in money 
management, one needs to be either huge 
and everywhere or tiny and focused—but 
under no circumstances somewhere in be- 
tween. Yet is this really a good time to go 
shopping? 

The past few years have been bliss for 
fund managers, as stampeding bull mar- 
kets in America and Europe have brought 
in huge management fees. Add to their fat 
margins the prospects of long-term indus- 
try growth, as populations age and save for 
retirement, and the relative stability of 
earnings compared with, say, securities 
trading, and it is easy to see why just about 
every bank and insurer wants to manage 
more of other people's money. But as bid- 
ders grow ever more excited and targets 
ever more scarce, prices are getting steep. 

If you factor in the risk of a downturn in 
stockmarkets, prices start looking danger- 
ously high. PricewaterhouseCoopers, an ac- 
counting firm, estimates that a stockmarket 
contraction of 10% would slash industry 
profits by a third, and put one in five of 
their sample of big British fund-manage- 
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Managing more 


Top five fund-management deals since June 1996 


Date Bidder T 
Nov 1997 Merrill Lynch — Mercury Asset N 


Nov 1996 Invesco — AIM Managem 
Jan 1998 Amvescap - 


Jun 1996 Franklin Resources Heine Securities — 


Source: Acquisitions Monthly 


ment firms into loss. 

The reason is that, in the fund-manage- 
ment business, revenues and costs easily 
get out of line when markets head down. 
Investment firms usually receive manage- 


NOMICS 





ment fees calculated as a 
percentage of funds under 
management. So when the 
value of funds goes up, or 
when new money gushes 
in—both of which happen 
in a bull market—fees go up 
too. Costs, on the other 
hand, are largely driven in- 
dependently of markets. 
That means that when mar- 
kets and management fees crumble, costs 
have a nasty habit of staying fixed or even 
continuing to rise. 

This is already a worry. The costs of 
managing funds in Britain have been soar- 





Raising the rupiah 


ONSENSUS is a rare commodity in 

Indonesia these days. But most 

| economists and politicians can rally 

round one proposition: that recovery 

| lies in a stable, and stronger, rupiah. In 

recent weeks the Indonesian currency 

| has been trading at 13,000-15,000 to the 

dollar, down from 2,500 a year ago. At 

these levels, most of corporate Indonesia 

is bankrupt. But, although fixing the ru- 

piah is a shared ambition, there is no 
sign of consensus on how to achieve it. 

The first line of defence, prohibi- 
tively high interest rates (around 60% for 
one-month interbank deposits) has 
failed to do the trick. Confidence is also 
proving impervious to promises of re- 
form and to outside offers of help. The 
passage this month of a new bankruptcy 
law did little to cheer a sceptical market. 
The same goes for the IMF's agreement to 
resume doling out rescue funds, and to 
top them up by a further $6.2 billion. 

After the failure of such orthodox ap- 
proaches, more radical ideas are starting 
to be touted. Theo Toemion, an Indone- 
sian currency analyst, has advocated a 
two-tier currency market. He cites the ex- 
ample of Thailand, which in May 1997 
restricted foreigners’ access to the baht to 
stop them borrowing for speculation. 
This caused two exchange rates to 
emerge—one in the domestic market, 
and another offshore. 

Yet the Thai system was not a star- 
tling success. The offshore rate was some- 
times weaker than the domestic one, and 
while the baht did eventually stabilise, 
the two-tier market had little to do with 
it. In Indonesia, which has long allowed 
foreign currencies to flow in and out 
freely, foreigners would probably not 
find it difficult to short the rupiah in 
| trading outside the domestic market. 
| And even if such a scheme did hurt for- 
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eign speculators, they are hardly big play- 
ers these days. Average daily rupiah deal- 
ings have shrunk from about $4 billion 
before the crisis to less than $100m. 

Another idea comes from Cornelis de 
Koning, country manager at ABN-Amro, 
a Dutch bank. He suggests that the cen- 
tral bank should issue billions of dollars 
of short-term debt certificates that pay 
junk-bond interest rates—say 8% over the 
interbank rate. It would do so on behalf — 
of all Indonesian borrowers, who would 
share the interest burden. The proceeds 
would boost the central bank's reserves 
and allow interest rates to fall. | 

Although the scheme has been dis- 
cussed with the central bank, it seems un- 
likely to be adopted soon. Rather, the 
government is hoping the exchange rate 
will be boosted by its aid donors' com- 
mitment on July 3oth to cough up an- 
other $8 billion to cover its budget defi- 
cit, and by piecemeal debt rescheduling. 
But even if the currency does creep up- 
wards, private firms fear that this is too 
long-term an approach—and that, in the 
short term, they are still all bust. 
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ing by 8% a year for five years, more than 
twice the rate of inflation. Marketing and 
information-technology expenses, in par- 
ticular, have gone through the roof, as man- 
agers spend more to win and retain cus- 
tomers in an increasingly competitive 
industry, and as they struggle to bring their 
systems up to scratch for the launch of Eu- 
rope’s single currency and to deal with the 
millennium bug. Such costs would not sub- 
side if the markets dived; they could even 
rise, as fund managers spend more on mar- 
keting to persuade investors that they can 
still produce decent returns. 

That would not halt the industry’s 
consolidation. Ifanything, it might speed it 
up, as troubled money managers scurried 
for stronger partners. Only the prices 
would be different, as bidders started to 
think harder about the earning streams 
they were buying. The best deals might be 
still to come. 





Buy-outs 


A question of 
balance 


PARIS 


A quiescent Europe is booming 
with buy-outs—the (often leveraged) 
sale of companies to specialist financial in- 
vestors rather than to industry buyers. A 
happy coincidence of swelling supply and 
growing demand has pushed the volume of 
such sell-offs by large companies from 
925m ecus ($1.2 billion) in 1992 to 4.2 bil- 
lion ecus last year (see chart on next page). 
Eight European buy-out specialists domi- 
nate the market for deals over $100m, and 
as many as 200 firms fight for smaller deals. 
The swirl of money has also caught the at- 
tention of American buy-out firms, which 
have been at the same game on their home 
turf for many years. The question is: can 
supply and demand remain in balance? 

Several factors are causing the boom. 
Perhaps the most important is corporate 
restructuring. With deregulation and the 
prospect of a single currency increasing 
competition, not to mention the demands 
of shareholders for value, conglomerates 
are having to focus on what they are good at 
and jettison what they merely dabble in. In 
the past two years, for example, German gi- 
ants such as Siemens and Thyssen have 
shed divisions in an effort to define their 
core businesses. 

Not only is the volume of sell-offs in- 
creasing, but buy-out firms, once a last re- 
sort after industry buyers and the stock- 
market had been ruled out, are winning 
more of them. Significantly, sellers are get- 
ting better deals in buy-outs than they did 
in the past. In Britain, where the trend is 
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longer-established than 
elsewhere in Europe, deals 
that enriched the bought- 
out division's managers at 
the expense of the firm's 
parent once made sellers 
wary. Now companies are 
reluctant to sell without an 


investment-banking ad- 
viser, and fewer are strik- 
ing bad deals. 


Another factor is that 
institutional investors are 
pourin£ money into the 
market. As portfolio man- 
agers start to allocate a 
higher share of their funds 
to more profitable, less liquid investments, 
buy-out specialists, many of whom prom- 
ise annual returns of 30%, gain. Europe is 
barely starting to unlock pensions tied up 
in government bonds, and the amount of 
money available now is dwarfed by the 
sums on offer in America. Yet even in 
America, where the buy-out market is big- 
ger and older than in Europe, the funds 
continue to grow. 

America's private-equity firms are start- 
ing to lick their lips over Europe. The recent 
vigour of European stockmarkets reassures 
them that they have a straightforward route 
out ofany investment they make, once a big 
worry. European firms acknowledge the fi- 
nancial muscle of the biggest American 
players, such as Kohlberg-Kravis Roberts— 
which announced on July 22nd that it is 
paying £951m ($15 billion) for Willis 
Corroon, a British insurance broker, in its 
largest European deal so far—but reckon 
that their local knowledge gives them an 
edge in picking deals. 

Large European firms tend to have a 
presence in several countries: BC Partners, 
which recently closed a $1 billion fund, has 
offices in London, Paris, Milan and Ham- 
burg, for instance, while Schroder Ventures, 
which runs another $1 billion fund, has ten 
international offices. Joseph Rice, chair- 
man of Clayton, Dubilier & Rice (CD&R), a 
large American firm, agrees that buy-out 
companies have to be in the thick of things 
to understand the local market and find 
the best deals. His firm, which made its first 
European purchase in June, when it bought 
a building-materials distribution division 
from Thyssen, a German steel maker, will 
open an office in London next January, and 
plans to set up several others across Europe. 

Booms have their drawbacks, too, not 
least because they push up prices. One of 
the reasons that money is sloshing across 
the Atlantic is that too much is chasing too 
few deals in America. And one risk is that, 
in the rush to beat the competition, buy-out 
firms may skimp on the crucial due dili- 
gence needed before closing a deal, and 
thus end up overpaying or buying a dud. 

One answer to this is to specialise. Inti- 
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mate industry knowledge 
helps buy-out firms to add 
value to an acquisition 
through other means than 
simply  arbitraging be- 
tween private and public 
markets, or financial engi- 
neering. Mr Rice points to 
the former executives of 
firms such as General Elec- 
tric and Uniroyal among 
the more usual lawyers 
and bankers on CD&R's 
payroll. Their industry 
know-how, he claims, 
gives them an edge as ad- 
visers to firms in the man- 
ufacturing and distribution businesses. 
Likewise, Schroder Ventures has focused on 
electronics, engineering and health care— 
its most recent purchase, of Leica 
Microsystems, which makes microscopes, 
combines all three. 

Will niches be enough when market 
conditions take a turn for the worse? As an 
uncharacteristically sanguine buy-out man 
notes breezily: "To find that out, you need a 
good old recession." 





Russian economy 
What bail-out? 


MOSCOW 


D? anyone notice the IMF' bail-out of 
Russia? Barely two weeks after the first 
dollops of western cash started to fill Rus- 
sia's coffers, short-term interest rates were 
again hovering around 70%, dollar-denom- 
inated bonds were at all-time lows and the 
equity market had fallen back to its pre-res- 
cue level. 

If nothing else, the $22 billion bail-out 
gave the government the chance to procras- 
tinate. Announcements—for example on a 
new policy on short-term 
debt—were promised but 
postponed. A big gathering 
of foreign investors on July 
30th heard some encour- 
aging noises, and the usual 
cheerful promises—but 
even the most optimistic 
see plenty of bumps in the 
road ahead. 

The most pressing fi- 
nancial question is how to 
deal with around $24 bil- 
lion in short-term debt fall- 
ing due by the end of the 
year. None of the options 
looks appealing. A deval- 
uation is seen as politically 
impossible. Refinancing 
the debt by borrowing 
abroad (a centrepiece of 


the original bail-out plan) has fallen foul of 
international investors’ mistrust: spreads 
on Russian eurobonds are now a staggering 
11 percentage points over American Trea- 
suries. “Even the word that we were pre- 
pared to take money at this rate would lead 
to further destabilisation,” says Anatoly 
Chubais, the government's top financial 
negotiator. Asset sales—such as a plan to 
sell 5% of gas giant Gazprom—make good 
headlines, but are tricky to pull off in the 
current dismal climate. 

A forced rescheduling for domestic in- 
vestors looks inevitable. The central bank 
and Sberbank, the main savings bank, be- 
tween them hold around half the outstand- 
ing short-term debt. If the government asks, 
both will agree to extend the maturity of 
their loans, giving the government a little 
more time to persuade the rest of the world 
to start investing again. 

Leaving aside the question of how re- 
scheduling your debts can improve your 
credibility, Russia’s financial future still 
looks dreadfully precarious. The govern- 
ment's attempt to close the most crucial gap 
in its finances, by raising taxes more sensi- 
bly and equitably, seems to have lost mo- 
mentum: in a face-to-face confrontation, 
Rem Vyakhirev, the head of Gazprom, is 
said to have chastised the 35-year-old prime 
minister, Sergei Kiriyenko, for trying to 
squeeze more money from his company 
with the words: "Who do you think you are 
speaking to me like that? You're just a little 
boy." Much of the government's anti-crisis 
package, such as a 3% import surcharge and 
discretionary taxes on small firms, is hardly 
the stuff of liberal reform. 

None of this, however, deterred the Chi- 
cago Board of Trade, the world's biggest fu- 
tures exchange, from signing a deal this 
week to create a derivatives market in Rus- 
sia wth the Moscow Stock Exchange. Cliff 
Lewis, the CBOT's vice-president, says: "We 
like volatility." If the past fortnight is any 
guide, he will not be disappointed. 





More bust than boom for babushkas 
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Indiscriminate pricing 


Companies often find it profitable to vary their prices according to custom- 


ers’ willingness to pay. But not always 


66 O DISCOUNTS, we promise,” 

may sound a strange sales pitch. 
But Saturn, a division of General Motors, 
swears by its no-haggle policy. Retailers 
such as Bloomingdale’s offer a similar 
commitment—“everyday low pricing"— 
rather than frequent sales and discount- 
ing. And firms such as Procter & Gamble 
and General Mills have tried to eliminate 
money-off coupons. Why do some com- 
panies find it worthwhile to pledge to 
charge everybody the same price? 

Most firms, after all, prefer not to. 
Varying prices to match customers' readi- 
ness to pay is usually a more profitable 
strategy. Airlines, for instance, charge free- 
spending businessmen more than price- 
conscious tourists. They make bigger prof- 
its from businessmen and get more 
tourist passengers than if they had a sin- 
gle price for everybody. 

Airlines would, of course, lose from 
this if many businessmen chose to fly 
economy instead. So they make cheap 
seats narrower and more uncomfortable, 
and they impose restrictions on tickets 
that are more likely to deter businessmen 
than tourists. Any company that sells at 
different prices in different countries 
faces a similar dilemma. Most cheered 
when the European Court recently out- 
lawed "grey imports"—so that British su- 
permarkets may no longer import cheap 
Levi jeans from Bulgaria and sell them at 
a discount to normal British prices. 

Yet even if firms can discriminate suc- 
cessfully, and so boost initial profits, they 
could still end up worse off if rivals retali- 
ate. A branded-cereal maker that offers 
too many coupons may steal sales from a 
maker of own-label cereals, provoking 
price cuts for all customers that hit both 
firms' bottom lines. To deter such compe- 
tition, the branded-cereal maker may 
pledge not to offer discounts. In effect, the 
branded cereal would cede the most 
price-sensitive segment of the market to 
the own-label cereal, in the hope that the 
own-label firm will keep its prices up. 
That would allow the branded company 
to support its prices, and hence profits, in 
the less price-sensitive bit of the market. 

In some cases, a commitment not to 
offer discounts may not boost profits. 
Take America's long-distance telecoms 
firms. They offer big incentives to each 
others customers to induce them to 
switch provider. But that in turn means 
they have to cut prices for existing clients, 
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so as not to lose them. As a result, all firms 
make lower profits than if none had of- 
fered discounts. And no firm has an in- 
centive to commit itself unilaterally to 
uniform pricing, since that would not 
prevent rivals coming after its clients. Nor 
can firms get together to agree not to dis- 
criminate, since cartels are illegal; be- 
sides, each firm would have an over- 
whelming incentive to cheat. 

Yet in some cases, companies can 
credibly pledge not to offer discounts, 


"sd 
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A sale? Outrageous! 


without colluding with their rivals, as a 
new paper* by Kenneth Corts of Harvard 
Business School explains. This occurs 
when each firm would like to offer dis- 
counts to the other's clients but only a sin- 
gle group of consumers can be targeted. 
Consider a department store. Some of 
its customers are impatient buyers who 
would rather pay full whack, say, for a suit 
than wait for the sales. Others are bargain- 
hunters willing to wait so as to pay less. If 
the department store wants to pinch cus- 
tom from discount retailers whose low 
prices attract bargain-hunters, it may 
hold sales more often. But the discounters 
may retaliate with their own price cuts, 
leaving both with lower profits. So it may 


* "Third-degree price discrimination in oligopoly: all- 
out competition and strategic commitment". RAND 
Journal of Economics. Summer 1998. 


be profitable for the department store to 
promise not to hold sales more than, say, 
twice a year, if at all. Such a commitment 
can be effective because, whereas the de- 
partment store can aim its price cuts at 
bargain-hunters, the discounter cannot 
offer price cuts to impatient buyers with- 
out offering discounts to all its clients. 

There are other reasons why firms 
may wish to offer a single price to all. 
Some are keen to point out that “everyday 
low pricing" leads to smoother sale pat- 
terns than seasonal sales, reducing costly 
production spikes or stockholding and 
distribution bottlenecks. A “no-haggle” 
policy may appeal to customers who dis- 
like being expected to bargain with shifty 
car dealers. And guaranteeing the same 
price to all may tempt customers of big- 
ticket items such as cars to buy now, 
rather than wait to see if prices fall. 


Everyday high pricing? 

Should competition watchdogs worry 
about price discrimination—or a lack of 
it? Not usually. In the telecoms case, both 
consumers and the economy are unam- 
biguously better off, since price discrimi- 
nation spurs price cuts for everyone, 
which encourages people to call more. As 
for airlines, they may earn higher profits 
by discriminating. But consumers are not 
necessarily worse off, since businessmen 
pay more but tourists pay less. And since 
price discrimination should encourage 
more people to fly, the economy as a 
whole ends up better off. 

Commitments not to discriminate 
are a trickier antitrust problem. Last Sep- 
tember Procter & Gamble agreed—with- 
out admitting wrongdoing—to pay $4.2m 
to settle antitrust charges brought by New 
York state’s attorney general over its 
elimination of coupons. The trustbusters 
apparently believed that the consumer- 
health giant was colluding with rivals, be- 
cause eliminating coupons “only works if 
everybody goes along with it”. 

But that is not necessarily true, accord- 
ing to Mr Corts’s theory. And in the ab- 
sence of collusion, there should be no 
antitrust worries—companies are not, af- 
ter all, obliged to offer coupons. Consum- 
ers who are miffed at not getting them can 
always shop elsewhere. The problem, if 
there is one, is more one of presentation. 
“Everyday low pricing” sounds good, but 
consumers are often paying more than 
they would with frequent discounting. 
Perhaps Procter & Gamble should have re- 
placed its “no-coupon” policy with a “no- 
haggle” pledge instead. 
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The limits to growth? 


AMSTERDAM 


Like the multinational companies it frequently clashes with, Greenpeace, the 
noisiest of all environmental campaign groups, has a constant struggle to 
stimulate demand for its products. Like those companies, it is looking to the 
newly industrialising world to provide it 


HILO BODE, the executive director of 

Greenpeace International, thinks that 
for all its $130m-a-year budget, his orga- 
nisation is not fulfilling its potential. He 
wishes, he says, that it had a direct competi- 
tor to "give us fire". 

Many companies might be forgiven for 
thinking that Greenpeace has fire enough. 
As recently as June, for example, it led à 
noisy campaign that persuaded MacMil- 
lan Bloedel, a big Canadian forestry firm, to 
abandon "clear-cutting"—the practice of 
felling all the timber on large tracts of 
land—in its forests in British Columbia. 

But despite such victories, the ranks of 
Greenpeace supporters (defined as those 
who have given money to the organisation 
in the past 18 months) have been thinning 
for several years. The total is now 2.5m, 
compared with a peak of 4.8m in 1991. The 
glory days when Greenpeace was so threat- 
ening to vested national interests that 
France's secret service was willing to sink its 
vessel and murder its workers are over. 

So Greenpeace needs a new direction. 
Mr Bode's answer seems to be threefold: to 
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streamline its existing operations; to ex- 
ploit its brand to maximum advantage; 
and to seek new markets for its main prod- 
uct—environmental protection—overseas. 

The first of these, streamlining, actually 
accounts for part of the fall in the numbers 
of Greenpeace supporters. In the past, 
many of the organisation’s national offices 
raised funds by sending mail-shots to thou- 
sands of potential donors. Its American 
arm employed hundreds of canvassers to 
collect money door-to-door. That looked 
good in the statistics, but was not a cost-ef- 
fective way of raising money. 

Now, the national offices have focused 
their efforts on a smaller core of committed 
givers. So while it has fewer "supporters", 
Greenpeace's net income (ie, the money 
available for spending on campaigns) has 
remained roughly stable in real terms. Last 
year it came to $92.5m. 

Greenpeace's fund-raisers are hoping to 
increase this through the second idea, mak- 
ing money from licensing the group's name 
as a brand. It certainly has a stronger mar- 
ket presence than its non-fiery environ- 


mental competitors. The wwr is seen by 
many as the plaything of toffs, while 
Friends of the Earth often seems to be over- 
run by tree-hugging wimps. 

Compared with these two, the image of 
Greenpeace's commandos harassing whal- 
ing vessels and warships in inflatable pow- 
erboats is indeed inspiring. Stamped on 
various eco-friendly products, it could lend 
a cachet that might become de rigueur in 
trendy green circles. An American firm of 
management consultants recently esti- 
mated the worldwide value of the Green- 
peace brand at around $410m. 


Fresh woods... 


Committed environmentalists, though, do 
not worry much about money. They know 
it will roll in if people want to buy the prod- 
uct. The problem is that, in the West at least, 
the market is saturated because so many 
people have bought the product already. 

Throughout the industrialised world, 
tighter regulations have successfully re- 
duced most of the worst forms of local pol- 
lution. Though emissions of greenhouse 
gases (which trap heat in the atmosphere 
and are therefore prime suspects in any 
global warming that might be happening) 
continue to grow, it is now relatively rare to 
encounter cities in rich countries whose air 
is visibly clogged with soot, or whose rivers 
are choked with chemicals. 

Another factor limiting Greenpeace's 
growth is the way that many multination- 
als have begun—or at least say they have—to 
take environmental issues more seriously. 
Nowadays, firms such as BP and Royal 
Dutch/Shell frequently consult campaign 
groups over their green policies. And while 
this new openness makes it easier to put 
pressure on business, it reduces the oppor- 
tunities for what Mr Bode terms “picking 
good fights”. We are all, it seems, environ- 
mentalists now, and the need for pressure 
groups is diminishing. 

All this helps to explain Greenpeace’s 
current enthusiasm for expansion outside 
the West. Rapidly industrialising countries 
in South-East Asia and Latin America are 
experiencing many of the pollution ills that 
western nations underwent when they in- 
dustrialised. Industrialisation also creates 
a sizeable, educated middle-class—just the 
sort of people who give money to Green- 
peace in the rich world. 

Yet the organisation’s previous at- 
tempts to move east and south have fal- 
tered. An office that opened in Japan (ad- 
mittedly a rich country, but with different 
traditions from Greenpeace’s established, 
western, stamping grounds) in 1989 found 
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it hard to recruit supporters. In part this 
was because Japan's main environmental 
crunch came in the early 19705, but it was 
also because Japan is a country in which ag- 
gressive campaign groups are rare. In the 
early 1990s offices were also opened in 
Latin America, with little attention paid to 
whether they could finance themselves 
without subsidies from headquarters. 

This time the expansion is more cau- 
tious. A Greenpeace office was opened in 
China in 1996. Another may soon follow in 
South-East Asia, possibly Thailand. Green- 
peace's managers now scrutinise the finan- 
cial viability of potential offices more care- 
fully, and they stress the need to employ 
locals in order to encourage sensitivity to 
non-western cultures. 

Mr Bode is enthusiastic about expan- 
sion in Asia. But he is worried that as Green- 
peace grows it may become less nimble. 
One of its current strengths is its ability to 
switch resources at a moment's notice from 
one campaign to another as events dictate. 
That might be harder to do as the organisa- 
tion becomes global. 

Mr Bode has another worry about ex- 
pansion, this time ideological. How, he de- 
bates with himself, should Greenpeace rec- 
oncile the conflicting priorities of devel- 
oped and developing countries? Unlike 
groups such as Friends of the Earth, whose 
various national offices are allowed to dif- 
fer in their views, Greenpeace has a univer- 
sal philosophy. Wherever it is in the world 
it is supposed to put across the same mes- 
sage about, say, the evils of hunting whales 
or the risks of global warming. 

This gives the organisation more credi- 
bility in international debates, and rein- 
forces the global reach of its brand. But it 
also puts it in a quandary when it deals 
with non-western cultures and when it is 
confronted with questions that might rea- 
sonably have different answers in different 
places. Whether trees are worth preserving 
depends, in part, on how many you have. 
And middle-class Asians are unlikely to re- 
new their subscriptions to an organisation 
that wants to shut off their energy-hungry 
air-conditioning to keep the world cooler. 
Global brands can be splendid, but as 
many multinationals have discovered, lo- 
cal marketing is usually essential. 





Fuel cells 


Space-age cabs 


ONDON taxis are best known for their 
distinctive black bodies and their 
smelly, rattling diesel engines. But the rattle 
could be about to disappear, for Zevco (the 
Zero Emissions Vehicle Company), a small 
Anglo-Belgian firm, has just launched the 
world's first taxi to be powered by smooth, 
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Spot the difference 


silent fuel cells. 

Although it looks like the latest model 
of a conventional London cab, Zevco's taxi 
is actually a hybrid electric vehicle. The 
cells that power it generate their electricity 
by reacting hydrogen and oxygen together 
in the presence ofa catalyst. When the cab is 
moving, this electricity turns the motor. 
When the cab is stationary, it is used to 
charge a battery that acts as a supplemen- 
tary power source. And because the out- 
come of reacting hydrogen with oxygen is 
water, the taxi is a "zero-emission" vehi- 
cle—hence the company's name. 

Zevco is by no means the only firm try- 
ing to develop a fuel-cell-powered car. But 
while outfits such as Daimler-Benz, Toyota 
and Ford are betting hundreds of millions 
of dollars on a form of fuel cell known as 
the proton-exchange membrane (PEM), 
which uses relatively cheap materials, 
Zevco is sticking with an adaptation of the 
original (and expensive) alkaline fuel cell 
(AFC) technology used in spacecraft. 

The virtues of AFC are its superior 
power-to-weight ratio and its relative sim- 
plicity (it needs fewer peripheral pumps 
and compressors than PEM cells). But for 
mundane applications, it has always la- 
boured under two expensive disadvantag- 
es. The first is that, rather than drawing its 
oxygen directly from the air, it needs bot- 
tled (and therefore expensive) pure oxygen. 
This is to prevent its electrodes being gum- 
med up with the potassium carbonate that 
would be formed by the reaction between 
the potassium-hydroxide electrolyte inside 
the cell and carbon dioxide from the air. 
The second disadvantage is that the cata- 
lyst, which is used to plate the electrodes, 
has traditionally been platinum, one of the 
world’s more costly metals. 

Nick Abson, Zevco's founder, thinks he 
has found a way to overcome these two 
problems and bring Arc down to earth. The 
Zevco taxi uses a chemical. scrubber to 
purge air of its carbon dioxide, obviating 
the need for bottled oxygen. And the com- 
pany's engineers have worked out how to 
trim the amount of platinum on the elec- 
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trodes to a mere sliver. Indeed, 
Mr Abson (whose previous ca- 
reer was as a successful pro- 
ducer of science game shows 
for British television) claims 
that he will soon be able to 
dispense with platinum alto- 
gether, by substituting a 
cheaper metal—cobalt. 

These changes will, he 
hopes, bring costs down dra- 
matically. At present, the com- 
bined power system of fuel 
cell, battery and electric motor 
costs about £11,000 ($18,000). 
That makes Zevco's vehicle 
about £4,500 more expensive 
than a conventional diesel 
cab. But MrAbson reckons that the firm can 
cut the basic fuel-cell cost by more than 80% 
by 2001. This, together with economies of 
scale as production gears up, should bring 
the cost of the power system down by 50%. 
A further refinement, replacing the hydro- 
gen-storage tank with a device that stores 
the gas at very low temperatures in spe- 
cially treated blocks of carbon, promises to 
make things cheaper still. 

Aceording to Mr Abson, four taxis will 
soon be ready for testing and certification 
by the London taxi authority, and a num- 
ber of cab companies there are willing to 
place orders for more once certification has 
been granted. This means they should be 
out plying for fares sometime next year. All 
that remains is to invent a silencer for the 
cabbie—know wot I mean, guv? 





Diet and disease 


Lost without a 
trace 


HE malarial parasite, Plasmodium, is 

one of the deadliest and most devious 
on earth. As it wends its way from mos- 
quito to man, it causes fever and damage to 
the spleen in perhaps 500m people a year. 
Of these, it kills an estimated 2.7m—most of 
them children under five. 

Unlike the disease itself, remedies for 
malaria are decidedly scarce. There is no 
foolproof vaccine, and the microbes, as 
well as the mosquitoes that carry them, 
have evolved resistance to once-powerful 
anti-malarial compounds. Yet researchers 
at Johns Hopkins University in Baltimore, 
Maryland seem now to have discovered 
that rarity of modern medicine, a cheap 
and easy fix. For Anaruj Shankar and his 
colleagues have found that feeding zinc or 
vitamin A to children seems to raise their 
immunity to malaria. 

Vitamin A's general immunity-boosting 
properties have been known for a long 


THE ECONOMIST AUGUST 157 1998 


time. As a result it has, in the guise of cod- 
liver oil, been a bane of children for de- 
cades (though it is found in other foods as 
well). Zinc is also found in many foods, and 
is needed in only trace amounts to keep the 
body (and particularly the immune system) 
in good order. But detailed knowledge of its 
effects is only just emerging. And zinc defi- 
ciency is common among children, even in 
such wealthy countries as Denmark. 

Denmark, however, does not have to 
worry about malaria. Papua New Guinea 
does. There, the disease is a leading cause of 
death in children under four. In a 13-month 
trial that he conducted in New Guinea, 
which involved feeding almost 500 chil- 
dren vitamin A every three months, Dr 
Shankar found that he could reduce the in- 
cidence of the disease by 30%. 

Zinc did even better. In a ten-month 
study of over 270 children, Dr Shankar 
found that those receiving ten milligrams 
(mg) of zinc a day had 4.0% fewer attacks of 
severe malaria than those on normal, low- 
zinc diets. This was probably because the 
children taking extra zinc produced more 
biochemicals that affect the immune sys- 
tem, such as interferon-gamma. Such mole- 
cules tweak the immune system's "killer" T 
cells into action, and may also raise the 
level of antibodies to Plasmodium. 

Sadly, neither zinc nor vitamin A is as 
good at preventing disease as are anti-ma- 
larial drugs such as mefloquine. On the 
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other hand, they are not so expensive. A 
year's worth of each ofthe two supplements 
costs roughly a dollar per child. A year's 
supply of mefloquine costs 50-100 times 
that. And it may, in any case, be possible to 
get results that are closer to those of drugs 
by combining the two food supplements. 

To find out whether the effects of zinc 
and vitamin A are, indeed, complement- 
ary, Dr Shankar is planning to start a fur- 
ther trial in Ghana. And to see if food sup- 
plements can boost the effects of drugs, an 
international study (organised by USAID 
and Harvard University) is due to start 
looking at the combined action of zinc and 
anti-malarial drugs in 1,200 children in 
Ghana, Uganda, Tanzania, Ecuador and 
Zambia in October. 

Zincis notonly useful in the prevention 
of malaria. In the July issue of Pediatrics, 
Robert Black and Sunil Sazawal, also at 
Johns Hopkins, report that children in 
New Delhi who have been taking extra zinc 
suffer 45% fewer cases of bacterial pneumo- 
nia than their untreated counterparts. 
Moreover, an analysis by Dr Black and Dr 
Sazawal of 15 field trials around the world 
has found that zinc supplements reduce 
the number of diarrhoea attacks by 18% and 
the length of the average bout by 15%. 

The benefits of zinc can even start be- 
fore birth. In 1996 and 1997 Dr Shankar 
and his colleagues Laura Caulfield and 
Nelly Zavaleta fed 15mg of zinc a day to a 


group of 700 pregnant women in Lima, 
Peru. For around a year after birth, the chil- 
dren of these women were 20% less likely to 
suffer fever than were those whose mothers 
were low in zinc. They also had higher lev- 
els of antibodies in their blood—a sign of a 
hearty immune system. Since zinc defi- 
ciency in pregnancy is a worldwide prob- 
lem, zinc supplements may soon join iron 
and folic acid as a routine recommenda- 
tion for pregnant women. 

However, getting zinc to the world's 
malnourished remains tricky. Zinc forti- 
fication—adding the metal to common 
foods—is often difficult because some addi- 
tives are poorly absorbed by the body and 
others taste nasty. One solution may lie in 
the creation of new, zinc-rich crops. At the 
International Food Policy Research Insti- 
tute in Washington, pc, Marie Ruel and 
Howarth Bouis are trying to identify rice, 
wheat, maize and cassava plants that have 
naturally high levels of the metal. 

The researchers have already shown 
that such crops keep their high zinc content 
in a variety of growing conditions, and that 
their zinc is readily absorbed—in rats, at 
least. (The results of human studies are due 
by the end of the year.) Their next step is to 
identify genetic markers linked to zinc lev- 
els, so that they can selectively breed high- 
zinc plants. If they succeed, the result could 
galvanise tropical medicine. 








. Jamming the net work 


O CATCH a killer, you sometimes 

need a net. The Anopheles mosquito, 
chief vector of malaria, still buzzes 
around two-fifths of the world's popula- 
tion. One of the few effective precautions 
against it is an insecticide-treated bednet. 

Such nets reduce childhood deaths 
from malaria by almost a third, according 
to studies in Kenya, the Gambia, Ghana 
and Burkina Faso. (Children are more 
vulnerable to the disease than adults, so 
studies have focused on them.) 

These figures suggest that bednets are 
actually more successful at preventing 
deaths from malaria than the vaccines 
currently in development. And though 
| the nets are not as good as sophisticated 
| drugs, such drugs are too expensive for the 
poor world (see main story). In any case, 
many antimalarial drugs have unpleas- 
ant side-effects, particularly if they are 
taken for several years. Bednets have no 
side effects, and can be bought for as little 
as $2.50 apiece on the international mar- 
ket according to David Alnwick, the chief 
of the health section of UNICEF (the 
United Nations children’s fund). 

Unfortunately, they often cost much 








more than this in the neediest countries, 
thanks to import duties. Senegal, for ex- 
ample, slaps a 65% tariff on imported 
bednets. Fourteen other countries in sub- 
Saharan Africa levy at least a 30% duty on 
them. It is a tax the region can ill afford, as 
sub-Saharan Africa accounts for 90% of 
the world's deaths from malaria. 

Since few malaria-ridden countries 
make their own nets, punitive tariffs can- 
not be justified even on the dubious 
grounds of protecting a bustling local in- 
dustry from cheap imports. Why, there- 
fore, put import duty on such vital medi- 
cal goods? Jane Zucker, a child-health 
expert at UNICEF, reckons that many 
developing countries still see bednets as a 
luxury for the rich, rather than as an essen- 
tial health product. As a result, they are of- 
ten taxed as textiles, rather than as medi- 
cal supplies (many of which slip into 
these countries tarif-free. And since 
countries in sub-Saharan Africa depend 
heavily on import duties to fill govern- 
ment coffers, the more textiles there are to 
be taxed, the better. 

The good news is that, under pressure 
from the World Trade Organisation, a 








Buzz off, buster | | 


handful of African countries, such as 
Guinea, have agreed to trim their bednet 
tariffs. At the same time, UNICEF and sev- 
eral other international organisations are 
trying to promote public awareness of 
“net benefits”. Their aim is that all chil- 
dren under five in risk areas should be | 
tucked up under bednets by 2010. By then 
they may be cheap enough even for those | 
with large families to afford. 
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In the name of the father 


ANKARA 


Despite the row over a planned film of the life of Ataturk, Turkey's national 
hero, many Turks are keen to free history from myth 


MONG the nation-builders of the past 
century, Kemal Ataturk stands out. 
Those hopeful creations, Masaryk's Czecho- 
slovakia and Tito's Yugoslavia are gone. Su- 
karno in Indonesia, Ho Chi Minh in Viet- 
nam and Nasser in Egypt, all anti-colonial 
heroes in their time, left divided nations or 
disputed legacies. Yet the nation and the 
reputation that Ataturk built have endured. 
Though it is 60 years since his death, 
Turks continue to look on him with grati- 
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tude for assuring independence, prevent- 
ing partition and avoiding Turkey's domi- 
nation by the victorious powers after the 
first world war. They do not necessarily 
agree about his enlightened authoritarian- 
ism, or indeed about how far his name 
should be invoked in politics today. Yet to 
patriotic ears there is nothing quaint in the 
name Ataturk itself, which Mustafa Kemal 
adopted in 1935 and which literally means 
"Father of the Turk". 

In public, Ataturk was a charismatic 
speaker, in person a formidable presence. 
His cleft chin and blue eyes gave him the 
looks of a movie-star, though one who had 
commanded troops and led uprisings. He 
danced superbly, seduced prodigiously 
and wore a white tie with the élan of a Vien- 
nese toff. His drinking was in equal mea- 
sure. When a correspondent of the New 
York Times wrote that Turkey was ruled by 
20 bandits and a drunk, Ataturk corrected 
him: no, the drunk was in charge. 

His life, as told by a British historian, 
Lord Kinross, in a 1964 biography, is com- 
pelling. So discovered Bruce Beresford and 
Tarquin Olivier, who as director and pro- 
ducer took a film script based on the Kin- 
ross book to Antonio Banderas, a leading 
Spanish screen actor. Enthusiastically, he 
accepted the part of the Turkish leader. 
Alas for the film, Ataturk’s reputation 
among Turkey’s neighbours is less ex- 
alted. Mr Banderas soon changed his 
mind, apparently after hate-mail 
from Greek and Armenian Ameri- 

cans. To take the role of Ataturk, 
one letter-writer wrote, would link 
him with a dictator "responsible 
for the slaughter of millions of Ar- 
menians and Greeks" during and 
after the first world war. 

Those angry |letter-writers 
may, however, have been jump- 
ing to unhistorical conclusions. 
In a new biography coming out 
next year from John Murray, An- 
drew Mango for one will argue 
that Ataturk played no part in the 
horrendous brutalities meted out 

to Asia Minor's Christian minor- 


ities. What is more, by the admittedly bitter 
standards of Greek-Turkish rivalry, he was 
almost a philhellene: Eleftherios Venizelos, 
the prime minister who ordered the Greek 
invasion of western Anatolia in 1920, later 
proposed the Turkish leader for the Nobel 
peace prize. 

These are, and will remain, turbid wa- 
ters. Yet whatever the truth of the historical 
Ataturk, his mythification gives Turco- 
phobes a target. Since his death (probably 
from cirrhosis of the liver, though this was 
not on the death certificate), the Turkish 
state has created an Ataturk cult as single- 
mindedly as Soviet Russia did for Lenin. 

Every morning in school playgrounds, 
children declare allegiance to the republic's 
founder. They memorise instructive tales 
about his childhood. Interrupt a law stu- 
dent at study, and he (or she: Ataturk fam- 
ously emancipated Turkish women) is as 
likely to be engrossed in Ataturk's "Princi- 
ples" as in the codes of Justinian. On four 
national holidays each year, government 
buildings from Izmir to the Iranian border 
are festooned with 15-metre posters of the 
founder; Ataturk the infantryman or avia- 
tor; Ataturk the statesman, teacher or lover 
of children. Ataturk finds his way into pop 
videos, television commercials and histori- 
cal cartoon strips. In restaurants and of- 
fices, his picture is everywhere. 

Ataturk’s martial, paternalistic spirit 
pervades Anitkabir, his mausoleum in An- 
kara. Anatolian motifs soften the austerity 
of the neo-classical parthenon, but Anit- 
kabir would not have looked out of place in 
pre-war Berlin or Rome—a telling connec- 
tion given the collectivist edge of Ataturk's 
politics. Yet the authorities also made sure 
that Anitkabir reflected Ataturk's secular 
views as well: they had his sarcophagus 
moved from the middle of the parthenon, 
where pious visitors might circumambu- 
late and mutter prayers, to the far wall. 


Amany-sided myth 

These subtleties bring out an important 
point about the Ataturk myth: it means dif- 
ferent things to different Turks and comes 
in varying strengths. 

To the generals, who worry that Islamic 
revivalism and Kurdish separatism are sap- 
ping Ataturk’s secular, centralised state, he 
is the patron saint of national unity. Their 
constitution, re-written after the 1980 mili- 
tary coup, asserts a debt to Turkey's “foun- 
der, immortal leader and unparalleled 
hero"—and is used to justify denying mi- 
nority rights to Kurds and jailing more 
than 1,000 prisoners of conscience. 

Yet the army does not, and should not, 
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own Ataturk. Ask visitors admiring his fox- 
fur gloves and monogrammed cigarettes at 
the Anitkabir museum, and feelings to- 
wards him spill over the limits set by the 
generals. To Mehmet Karaturk, whose wife 
wears one of those headscarves the generals 
despise, Ataturk was a gazi or Muslim war- 
rior, who, he says, “united Anatolian be- 
lievers against the Christian invaders”. By 
contrast, a member of Turkey’s 12m-strong 
Alevi minority, Celal Salci, remembers him 
as a liberator who swept away the Sunni ca- 
liphate and gave secular-minded Alevis 
their civic freedom. For Turkish women the 
monument is a reminder that he brought 
them equal rights. 

As for day-to-day politics, though par- 
liamentary deputies in Ankara wear Ata- 
turk tie-pins and will no doubt have read 
the six principles he added to the constitu- 
tion in the 1930s, few subscribe to them any 
more, except for republicanism. Nobody 
talks seriously of “revolutionism” or “pop- 
ulism". Since the freeing of the economy in 
the 1980s, statism has few takers and na- 
tionalism has lost ground. And secularism? 
Mosque-building, which was in effect 
banned under Ataturk, proceeds at the ast- 
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onishing rate of 5,000 a year. It is hard to 
imagine Suleyman Demirel, the current 
president, ordering the removal of a mina- 
ret because the late call to prayer disturbed 
evening dances, as Ataturk once did. 

The truth is that an openly atheistical 
and authoritarian leader would not now 
suit Turkey, where piety and diversity are 
on the rise. When, as a modernising ruler, 
Ataturk took absolute power from the Otto- 
man sultan-caliphs and used it to bring 
Turkey western laws and letters, he discour- 
aged Turks from questioning his methods, 
which excluded multiparty democracy. 
That sort of obedience in the name of re- 
form is no longer desirable, if it ever was. 

The weakening of the Ataturk myth 
bodes well for Turkey. While revering their 
nation's parent, young Turks in the main 
want him demystified and his image re- 
moved from politics. At the same time, 
many of them crave knowledge of the his- 
torical Ataturk and his times. At present, 
Turkish-speakers have to depend on a 
handful of amiable hagiographies. Perhaps 
Mr Banderas should listen to their entreat- 
ies, and change his mind about that film. 





Pseudo-litterae humaniores 







A TRULY ivory- 

tinted argument arose 

Jo in The  Economist's 

tower recently, over the 

new name, Diageo, lately dreamed up for 

a British drinks company. Question: what 
were its Greco-Roman origins? 

The second half, -geo, posed no prob- 
lem: it came from the Greek for world, as 
in geology. But what about Dia-? Was it 
from the Greek preposition dia, meaning 
through, or from the Latin dies, meaning 
day? Johnson, when consulted, offered 
two thoughts: (1) ask the smart lads who 

| dreamed it up; (2) does it matter anyway? 
For our leader-writer's purposes maybe it 
did. But the lesson for the English lan- 
guage is different: do not ask it to be over- 
attentive to its origins. 

The Victorians—well-educated men 
schooled in Latin and often Greek—liked 
to denounce mixtures ofthe two, of which 
English has scores. So they invented the 
telephone, from the Greek words for far 
and voice. It was left to the 20th century to 
invent the Greek-Latin hybrid television. 
(Not that the Victorians were all virtue: a- 
moral was their Greek-Latin invention.) 

H.W. Fowler, in his 1926 “Modern 
English Usage", tried to distinguish be- 
tween Latin-derived but "living English" 
suffixes such as -able and allegedly dead 
ones such as -ance, -ation or -al. The for- 
mer could be added to a purely English 


root, he said; but to add a (dead) classical 
suffix to such a root was “a proof of either 
ignorance or shamelessness". So he la- 
mented such “recent, regrettable forma- 
tions” as coastal and racial. As for imped- 
ance, formed from a Latin root, if elec- 
tricians must have such a word, let it be 
the properly Latinate impedience. 

This was disputable in 1926; even 
Fowler, reluctantly, accepted tidal. It was 
claptrap by 1965, when Ernest Gowers, re- 
vising Fowler, blithely reprinted it. The 
1996 re-revision of Fowler consigned it to 
the dustbin: language, wrote RW. Burch- 
field, “is governed by its users”. 

A similar obeisance to the past at one 
time persuaded the lexicographers at Ox- 
ford to insist on the spelling -ize, rather 
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Summer festivals 


Sunny singing 


AIX-EN-PROVENCE 


T HE opera festival of Aix-en-Provence is 
50 years old. To help it fight an ageing 
larynx, Stéphane Lissner—who came from 
the Théâtre du Châtelet in Paris—this sum- 
mer invited Pina Bausch and Peter Brook to 
direct and Claudio Abbado and Pierre Bou- 
lez to conduct. He also brought in talented 
young singers and musicians, and crossed 
his fingers. The magic worked. Productions 
burst into life, and when the packed audi- 
ences cheered or (occasionally) booed, they 
first stood up. 

Four new productions were commis- 
sioned: Purcell’s “Dido and Aeneas”, Mo- 
zarťs “Don Giovanni", "Bluebeard's Cas- 
tle” by Bela Bartok and Benjamin Britten’s 
“Curlew River". Despite their differences, 
all four operas are strong on psychological 
interplay and all exploit how society stifles, 
soothes or amplifies the passions of the in- 
dividual mind. When Dido stills her mis- 
givings and yields to Aeneas, she is also 


than -ise. Most such words, they said cor- 
rectly, started life as Greek or Latin verbs 
in -z-; “so there is no reason why the spe- 
cial French spelling [-ise] should be fol- 
lowed." Actually, there is: it avoids the risk 
of mis-spelling a number of such words 
(excise, for instance) that really need -ise; 
and it discourages horrors like the (Vic- 
torian) analyze. But the real riposteisdif- | 
ferent: Greeks and Romans may protest 
from the grave, but if Americans, as they 
uniformly do, use -ize, while most British 
publishers have opted for -ise, then that, 
for both sides, is their choice. Language 
really is governed by its users. 

That does not justify a free-for-all; nor 

does it deny the legitimacy of protest | 
against barbarous novelties. Analyze 
really was a horror (so horrid that dictio- | 
naries each side of the Atlantic now try to 
blame it on the other). The media and | 
data, formed from Latin plurals, really 
are plural. But times change: the agenda— 
a plural, in purest Latin, things-to-be- 
done—is singular. And no rule-of-Latin 
dictates that such Latin-born words end- 
ing in -um must form a Latinate plural in 
-a at all. Only English rule-of-thumb de- 
cides: mediums exist, as do media. So one 
day media really may be singular; the 
over-classical hippopotami will join 
hands with the pseudo-classical octopi 
(octopodes to Greek-fanatics); and the 
ignorami (ugh: mock-plural of a Latin 
verb-inflexion) will have triumphed. 

It will be over Johnson's dead body; 
but that's how language lives. | 
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yielding to the pressure of her fun-loving 
entourage. In “Curlew River", it is the com- 
passion of her fellow human beings that 
slowly pulls the grieving mother out of the 
madness in which she was locked. 

Success, in Aix, was achieved by follow- 
ing that old Hollywood recipe: "Make 'em 
laugh, make 'em cry, make 'em wait" The 
eagerness of the mostly-young singers and 
musicians helped too. Mr Abbado brought 
his Mahler Chamber Orchestra from Berlin 
for “Don Giovanni", which he conducted, 
alternating with 22-year-old whizz kid 
Daniel Harding. Of his work at Aix, Mr 
Abbado told The Economist: “Rehearsals 
began at 10 am and often went on until 1 
am, and we hardly noticed! Young people 
are so receptive and eager it's wonderful to 
work with them; they're not set in their 
ways.” 

That is all right, of course, provided the 
director is alert and on track. If not, inex- 
perience shows, as happened with “Dido 
and Aeneas”, a conventional and rather 
wooden affair. If Purcell bored ‘em, Britten 
made 'em cry. Michael Bennett, as the mad- 
woman in "Curlew River", sang his tenor 
role with a poignancy that gave the haunt- 
ing words their right force: "curlews of the 
fenland ... Though you float or fly, wild 
birds, I cannot understand your cry." 

Entrusting “Curlew River" to Yoshi 
Oida, who was trained in traditional Japa- 
nese drama and now works with Peter 
Brook, was genius on Mr Lissner’s part. The 
story was inspired by a 15th-century Japa- 
nese drama, Motomasa's "Sumidagawa", 
and Britten’s choice of a small orchestra 
and the slow build-up to a powerful climax 
were both inspired by the noh tradition 
which he had discovered while travelling 
in Asia. 

By contrast, Peter Brook’s Mozart cer- 
tainly made 'em laugh, and even such an 
experienced conductor of “Don Giovanni” 
as Mr Abbado admits that Mr Brook’s “re- 
freshing unconformism” filled him with 
new ideas about the opera. 

Mr Brooks sets the story somewhere in 
the 1940s or 1950s, and the natural jaunti- 
ness of his production recalls musical com- 
edy at its best. When Don Giovanni 
(Roberto Scaltriti, alternating with Peter 
Mattei) slouches around, with his hat 
pulled down low and his hands in his 
pockets, he looks like a cross between James 
Dean and Gene Kelly. Sets are minimal, su- 
pernatural effects are done away with, and 
there are no devils and flames waiting to 
engulf the young rogue. “Peter has forced us 
to break old habits and just rely on the mu- 
sic. You don't need anything else,” says Mr 
Abbado. 

"Don Giovanni" will go to Brussels, Mi- 
lan, Stockholm, Lyons and Tokyo during 
the coming season, and it will be back at 
Aix next year, alongside “The Magic Flute". 

Life goes merrily on seems to be the 
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message of this “Don Giovanni”, in con- 
trast to "Bluebeard's Castle" where it is 
death and destruction that go on and on 
and on. Powerfully conducted by Pierre 
Boulez, Bartok’s opera provided Pina 
Bausch, a brilliant German dance director, 
with a chance to explore the emotional wil- 
derness of people locked in mad suspicion. 

Dancers came and went across the 
Stage, clawing at the ground and the walls, 
pursuing, evading and fighting each other 
as Judith (Violetta Urmana) and Bluebeard 
(Laszlo Polgar) sang their way towards mu- 
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MOREOVER 


tual annihilation. 

Mr Polgar and Miss Urmana are older 
than the other singers of this year's festival. 
But it took rich, strong voices like theirs to 
hold their own against Mr Boulez and the 
orchestra and to interpret the couple's self- 
destructive agony. 

Not everyone liked it. But Miss Bausch's 
staging was so powerful that those who 
hated it preferred to voice their disap- 
proval by booing rather than walking out. 
Even that was a tribute—proof that Aix 
really is back in voice. 





Making fun of fashion 


Seriously frothy 


S EVEN the least clothes-minded of 
readers will have noticed, the fashion 
world has for years practised a kind of self- 
reflexive satire that puts it safely beyond the 
reach of parody. How, say, do you out- 
Lagerfeld Karl Lagerfeld with his powdered 
ponytail, black shades and ever-fluttering 
fan? A sensible person would not try. Yet a 
surprising number of authors and direc- 
tors who ought to know better are bringing 
out books or films touching the world of 
fashion that aim to mock the unmockable. 
Lisa Armstrong's "Front Row" (Hodder 
& Stoughton; £16.99) and Jay McInerney's 
"Model Behaviour" (Random House; $24) 
are already in the shops. In September 
comes Simon Doonan's autobiography, 
"Confessions of a Window Dresser" (Pen- 
guin), and in January there follows "Glam- 
orama", a new novel from the brat-pack au- 
thor of "American Psycho", Bret Easton 
Ellis, who claims to have haunted the fash- 
ion runways in the name of research. 





Ms Armstrong and Mr Mclinerney 
know whereof they write—she is the fash- 
ion-features director of British Vogue; he 
was married to a model—yet both of them 
display a superior chagrin about possess- 
ing this knowledge in the first place. Ms 
Armstrong's book is a sprawling, soap-op- 
era-like take on the world of prét-à-porter, 
peopled with mincing designers and drug- 
addled models. Mr McInerney's novel has a 
touch more fictional ambition. Its main 
character is a not-so-young clothes-and-gos- 
sip journalist whose fashion-model girl- 
friend abandons him. Ms Armstrong is less 
hostile to the industry than is Mr 
McInerney. But both in the end turn up 
their noses at fashion’s triviality: her hero- 
ine leaves it for gardening, his hero for 
screen-writing. 

So what, you are bursting to ask, is 
wrong with clothes? With fashion? With fri- 
volity? Or, for that matter, with hard-work- 
ing careers devoted to these things? Perhaps 
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Ms Armstrong thinks flowers are more nat- 
ural than frocks, Mr McInerney film more 
creative than fashion. A darker suspicion is 
that deep down both are muddled puritans 
who cannot take fun seriously. 

Robert Altman, normally an outstand- 
ing director, made a similar sort of moral- 
ising mistake with "Prét-à-Porter" (1994). 
Not only did this movie fall on its face by 
trying to caricature, for example, Vivienne 
Westwood, a British designer of platform 
shoes and no-knickers fame, or Stephen 
Meisel, a top American photographer par- 
tial to enormous fur hats and shades. The 
film wholly missed fashion's sincerity and 
esprit de corps. 

A more sympathetic fashion comedy 
was Stanley Donen's *Funny Face" (1956), 
taken from an old George and Ira Gershwin 
show. This happy musical seems to inhabit 
an altogether more sophisticated yet inno- 
cent world, typified by Kay Thompson, ac- 
tress, song writer and author of the “Eloise” 
books, who died last month aged 95. In 
*Funny Face", modelling herself on the leg- 
endary Diana Vreeland of American 
Vogue, she impersonated a fashion editrix 
who does the memorable number, “Think 
pink" (see picture on previous page). 

Will the new films follow the (nasty) 
Altman or (nice) Donen examples? Obvi- 
ously, it is too soon to judge. But early pub- 
licity suggests the Altman approach has an 
edge. A British film of Kathy Lette's fashion- 
victim novel,"Mad Cows", has begun loca- 
tion scouting around London. Woody Al- 
len's "Celebrity", starring Famke Janssen 
and Irina Paetova, both fashion models, is 
soon to open in New York. Steven Spiel- 
berg’s company, Dreamworks, has an op- 
tion on "The Adventures of Sandee the 
Supermodel", an adult comic book by a 
noted designer, Isaac Mizrahi. Ben Stiller, à 
comedian, wants to put on film his outra- 
geous character, Derek Zoolander, a model- 
ling-school boss. 

Tellingly, one treatment of high fashion 
that is neither arch nor preachy is Simon 
Doonan's story of his rise to become "cre- 
ative director" of Barneys in New York. Mr 
Doonan is a living example of the fashion 
fanatic who is completely serious. When of- 
fering such tips as “Do incorporate per- 
sonal obsessions into your displays no mat- 
ter how disturbing," he means what he says. 
His tale is also extremely entertaining. 

This should be no surprise. The most 
successful books or films about fashion, 
certainly the ones which evince the greatest 
sense of fun, have usually not been imagi- 
native works but memoirs or documenta- 
ries. Good examples are Diana Vreeland's 
autobiography "DV" or Douglas Keeve's 
film record of an Isaac Mizrahi season, 
“Unzipped”. Perhaps reportage is the best 
way to get across the bizarre hilarity of fash- 
ion without turning camp into cheese. 
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Sun and sand 


Tutti al mare 


THE BEACH: THE HISTORY OF PARADISE ON 
EARTH. By Lena Lencek and Gideon Bosker. 
Secker & Warburg; 334 pages; £16.99. Viking; 
$25.95 


HE authors of this likeable book, Lena 

Lencek and Gideon Bosker, are univer- 
sity professors, one of Russian literature 
and the other of medicine. They are also 
beach bums. Theirs is a work of devotion, 
and any serious beach-lover should risk 
spilling suntan lotion over it this summer. 

The authors open with a brief geologi- 
cal paddle and then dive into a history of 
their subject from antiquity to the near 
present. As they tell it, the Romans invented 
the seaside as a place of sensuality and 
physical exercise after which the taste for it 
was extinguished by cold weather and 
northern barbarism for more than 1,000 
years. The beach was then re-invented by 
the British in the 18th century when bath- 
ing in very cold seawater was promoted as 
a form of medical and moral betterment. 
Only with the Romantics did the seashore 
come to be thought of as an escape from re- 
straint and society, a pleasurable threshold 
to freedom and nature—images reinforced 
perhaps by the young Shelley's drowning 
off Italy in 1822. 

A further change came in the 1920s 
when people discovered that great equal- 
iser, sunbathing. Glamorous, healthy and 
available more or less for free, sun-tanning 
was all the rage during the Depression. The 
introduction of a rubber yarn named Las- 
tex in 1931 allowed the development of fig- 
ure-hugging swimsuits. With that, the es- 


sentials of modern beach life were in place. 

The book's chief interest lies in the ex- 
ploration of many of the distracting seaside 
entertainments now taken for granted: 
beach volleyball, water skiing and dune- 
buggying, to name a few. There are some 
quirky digressions into the origins of Mar- 
thas Vineyard (originally a Methodist 
meeting camp), the role of the corset in 
women's swimwear and the birth of swim- 
ming as a recreation. 

Most surprising, on their account, is the 
large part the British seem to have played in 
popularising seaside culture. On the face of 
it, a rocky island surrounded by very cold 
sea and high tides was not a promising 
place for the birth of modern beach life. But 
apparently the British, and in particular 
one Dr Robert Wittie at Scarborough in 
1667, greatly helped its modern rediscovery 
by proclaiming the medical benefits of salt- 
water bathing. 

"The Beach" is entertaining, though 
hardly comprehensive. The authors are un- 
remittingly Eurocentric, until they move 
exclusively to America in the last third of 
the book. Considering that the beach as a 
way of living has always been a Pacific or 
Asian phenomenon, this gives the book a 
skewed perspective. 

With its glum conclusion, though, there 
can be less quarrel: popularity, carelessness 
and greed have changed the beach forever. 
Concrete, plastic and pollution have 
ruined the best Mediterranean beaches 
and many further afield. "The beach," Ms 
Lencek and Mr Bosker write, "is no longer 
the site of the natural, but of the artificially 
shaped and surgically carved body." That 
has not stopped each new generation of ro- 
mantic traveller or beach bum wanting to 
find the perfect unspoilt beach. For how 
much longer will they succeed? 
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| his private life? A long and 


ll A Le 


UNTING around for some- 

thing not too brutal to say 
about Tiny Rowland now that 
he is dead, those who knew him 
have remarked on his charm. 
The English language is helpful 
with the evasive word. So, he was 
charming, if you like, but was he 
not ruthless? Yes, comes the re- 
sponse, he could be. What about 





happy marriage and a liking for 
Siamese cats. Was he a crook? 
Some have said he was. But 
much that has been written 
about his life is based on hear- 
say, has the feeling of myth and 
is uncheckable. Undoubtedly he 
cut corners, pushed to the limits 
of the law, but was not, proba- 
bly, a crook. 

Charming and ruthless men 
are a theme in British business: 
not enough of them, some 
would say. What was it about Mr 
Rowland that made him 
loathed by many in the commu- 
nity of commerce, that made 
him say, defensively, “You can 
never have enough enemies”? 

In a sense he was a born out- 
sider. His father was German, a 
trader working in British India. 
In 1917, when the first world 
war, and British patriotism, was 
at its height, father and mother 
were in a fairly disgusting deten- 
tion camp in Simla. That was the 
birthplace of Tiny, the affection- 
ate nickname given to the strapping baby and which he kept all 
his life: “Tiny” was the simple signature on his business letters. 

After the war the family settled in Hamburg. Tiny was en- 
rolled, like most German boys, as a member of the Hitler Youth. 
Although the tall, blond-haired, blue-eyed Tiny looked the per- 
fect example of the master race, it seems unlikely that he had 
Nazi sympathies. Rather the opposite: in 1939 he was jailed for 
two months for befriending critics of Hitler. The family was al- 
lowed into Britain as refugees, but when war broke out Tiny's 
parents were again detained, this time in the Isle of Man. 

Tiny changed his name from Fuhrhop to Rowland and 
joined the British army as a medical orderly. He was discharged 
after disclosing that a brother was in the German army. He gota 
job first as a porter then as a waiter. When peace came, he 
worked for a time, as far as is known, as a door to door salesman. 
This was his rock-bottom start as a businessman. 


Into Africa 

For a young man seeking his fortune after the war, Africa was the 
place to be. Much of it was still British, and pre-war British at 
that. Mr Rowland seems to have been welcomed in what was 
Southern Rhodesia as a fellow white who spoke with a decent 
upper-class accent. He did well, acquiring a farm, mining inter- 
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Tiny Rowland 


Roland Walter (Tiny) Rowland, capitalism’s 
outsider, died on July 24th, aged 80 


ests and the Mercedes dealer- 
ship (helped by his fluent Ger- 
man). In 1963 he became head of 
Lonrho, short for the London 
and Rhodesian Gold Mining 
Company, a moribund firm he 
built into a major corporation 
with annual sales of around $8 
billion. At its peak, by the late 
1980s, Lonrho was running 
some 600 companies in 50 
countries. It was Africa’s largest 
food producer. Tiny Rowland 
got on well with Africans. His 
own humble beginnings may 
even have given him a rapport 
with the dispossessed. 

It also has to be said that, in 
furtherance of business, he dis- 
pensed generous bribes to lead- 
ers of newly independent black 
countries. Money, he believed, 
probably correctly, could buy al- 
most anything. Donald Trelford, 
a former editor of the Observer, a 
venerable Sunday newspaper 
that Mr Rowland bought and 
used as his publicity sheet, wrote 
this week that he introduced the 
tycoon to Garry Kasparov, the 
Russian chess champion. Mr 
Rowland told him, “If you can 
introduce me to the man who 
makes all the decisions about 
plutonium in Russia, I'll transfer 
£1m to any bank you nominate.” 

Did he mean it? Was there 
such a plutonium king in Rus- 
sia? It does not matter. There was 
a vulgar streak in Tiny Rowland that upset other charming and 
ruthless tycoons who feared that he was giving money-making a 
bad name. He had an awesome temper and a waspish way with 
words. Calling non-executive directors “Christmas tree decora- 
tions” was impolite, even if true. His efforts to prise Harrods 
store from another less-than-popular tycoon, Mohamed al- 
Fayed, gave entertainment to millions but in the financial estab- 
lishment was seen as an unseemly public brawl. 

The City of London cheered in 1973 when eight directors of 
Lonrho tried to get rid of Tiny Rowland, saying he was unfit to 
run a public company. Mr Rowland survived but suffered a 
body blow when the then Conservative prime minister, Edward 
Heath, said that his activities were “the unpleasant and unac- 
ceptable face of capitalism”. It was Mr Rowland’s bad luck that 
he was the target of one of Sir Edward’s few memorable phrases, 
and one that was continually used against him. Still, it was not 
personal attacks that scuppered Tiny Rowland, but the judg- 
ment of the market. In 1991 Lonrho hit a bad patch. A loan from 
Colonel Qaddafi of Libya was not much help (and did Tiny 
much personal harm). In 1995 he was removed from the com- 
pany by his fellow directors. Had he been younger he might have 
outwitted the rebels, but at 78 some of the old fire had gone. He 
went home to play with his cats. 
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Graduate School of 
Business Administration 
University of Virginia 





























EXECUTIVE EDUCATION | 






| ASK AROUND! 
Check the latest ranking of top business schools for executive education programs. Better yet, talk to our 
participants. Either way you will see that Darden consistently gets the top grades. And it comes as no surprise 
that many participants come to Darden through referrals. So make your search efforts easier. Give us a call or 
complete the coupon below and we'll send you a client reference list. It's our way of saying...ASK AROUND! 


MAKE AN IMPACT! 

If your goal is to: 
> Transform your organization into a world-class leader 
-| > Develop leadership capabilities and core competencies 
> Create a dynamic business environment that fosters growth and creativity 
> Increase your competitive market advantage 
Do what thousands of successful global companies have done—team up with Darden and MAKE AN | 
IMPACT! After all, many organizations today are reaping the benefits of our executive education programs. 
Why not yours? E SE fa 
Each year, Darden delivers over 100 open-enrollment and custom executive education program offerings to 
| more than 4,000 executives and practicing managers from 500 organizations worldwide. Most programs 
range from 1 to 2 weeks in duration. For program dates and fees, please contact us. 





-General Management J Sales Management and Marketing Strategy 
C3 The Executive Program J Strategic Marketing Management 
3 Developing Managerial Excellence: A Program for -Finance 


High-Potential Managers 
7] Managing Critical Resources 
[3 Strategic Management for Line Managers 


(J Appraising Strategic Alternatives to Create Value and 
Reduce Risk 
CJ Financial Management for Non-Financial Managers 





-Leadership and Organizational Change — CJ Mergers and Acquisitions: Strategy and Implementation 
| I Creating and Sustaining the High-Performing Organization -Operations 
- £3 Creating the Future: The Challenge of Transformational 


“J Manufacturing Management Program: Developing 
World-Class Capability 
J Service Operations Strategy 


Leadership 
CJ Human Resource Forum: Key Strategic Human Resource 
Issues for the Next Centui ; ; 
[3 Leadership for Etaoin Performance -Special Topics "MMC i | 
C) Managing Individual and Organizational Change “J Bargaining and Negotiating: A Learning Laboratory 
DJ Power and Leadership F Competing ina Deregulated Electric U tility 
CJ Service Excellence: People, Process, and Information Znnrenmenit Pes HS iud ne a EIN UND) 
| . CJ Creating Successful Alliances and Partnerships 
-Marketing and Sales “J Darden Minority Business Executive Program 
C) Business-to-Business Marketing Management I Developing Leadership Capability in the Corporate a 
G Channel Management for Business-to-Business Marketers Aviation Function oe ha 5 
CJ Fundamentals of Pricing Strategy: Conceptual Tools J Managing in the Global Business Environment. 
_ and Strategic Perspectives CJ Managing the Corporate Aviation. Function 
[J Multiparty Negotiations DEMON 

















C1 Send me information on the program(s) | have selected. Complete and fax/mail to: Executive Education, The Darden School - 
Foundation, University of Virginia, P.O, Box 6550, Charlottesville, VA 22906-6550. Phone 804-924-3000 Fax804-982-2833 
Email Darden ExedGVirginia.edu Home Page http://www.darden.virginia.edu/execed/ f 


-O Fax/mail me a client reference list for the program(s) I have selected. © EÇON8/ 1/98 
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me Study Course in Economics LASALLE UNIVERSITY 



















d DUERME Off Campus Degrees 
(Hesson study that will throw light eee, 
n today's baffling problems. Tuition BACHELOR MAST! ERS * DOC RORATE 
free—small charge for materials. Credit for Work & Life Experience 
Se 1-504-626-8904, Dept. 136 
Write: Henry George Institute, 121 East | Nw 
dc pat po ence http//www.distance.edu 









gedi http J/www.henrygeorge.org LASALLE EDUCATION CORPORATION 








. Readers are recommended 
{io make appropriate enquiries and take 
appropriate advice before sending money, 
lincuring any expense or entering into a 
binding commitment in relation to an 
advertisement, The Economist Newspaper 
Limited shall not be liable to any person for 
loss or damage incurred or suffered as a 
result of his / her accepting or offering to 
oe accept an invitation contained in any 
Loc advertisement published in the Economist. 


io Your | ANABURG 
Complete Your Degree Now! N í BU 
BS, MA, MBA, Ph.D. 
Send resume for no-cost evaluation or fax 
| IP) (505) 889 2750 
^ :. 6400 Uptown Bivd. NE | 
i w Suie 398-W | 


; ; Dept. 34 
Albuquerque, New Mexico 87110 U.S.A. 


MONTICELLO UNIVERSITY 


Prestigious Distance Learning e Professional Experience Credits 
International Acceptance 
Bachelors e Masters e Doctorate e Juris Doctor 
Law e Business e Education e Diplomacy & Int’! Studies e Arts & Sciences 
(913) 661-9977 Tel. « (913) 661-9414 Fax è info@monticello.edu e www.monticello.edu 
Administrative Services: 8600 W 110th St, Suite 206, Overland Park, KS 66210 USA 




















ce «=6C BACHELORS * MASTERS © PHD. 
America’s | BUSINESS : ENGINEERING - ARTS 


Preferred | * No classroom attendance + Distance learning. 

= * Distinguished faculty * Accelerated degree programs 
Distance * Credit for work experience + Students from 96 
Learning countries and 30 states in the USA. 


TAAA Washington International University | 


P.O. Box 1138, Bryn Mawr, PA 19070-USA 
Fax:610-527-1008 - E-mail: washuniv@op net. 


rBtauen liste 

Kompetenz] 
is wetpunide dec c. 
: Wirtschalisiorschung mit 
oropüischer Perspektive, insbesondere 
chtungen der indusirielander und 
die Weltwirtschalt, Auf der Basis 
engagiert sich das Institut in der 




























UNIVERSITY DEGREE 
For Life, Academic & Work Experience 


Degrees for people who want to be more effective 
and secure in their jobs or professions. 


Eam your BACHELOR'S, MASTER'S or DOCTORATE degree by 
Match your utilizing your life and work experience. College equivalent credits are 
ition with given for your: Job, military, company training, industrial 
position WIN à | courses, seminars and business experience. | 
legal degree We accept college credits no matter when taken. : 


and Our graduates are recognized for their achie ements in business and 
transcripts industry, We will assist you in completing your degree requirements 
at your own pace through home study. : 


dus you know Send/ax detailed resume for a NO COST evaluation. 
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MASTER the 
GLOBAL ECONOMY 


MS in INTERNATIONAL ECONOMICS Gain the quantitative 
and analytical skills essential for an exciting career in interna- 
! tional business or government. This full- or part-time evening 
program covers everything from advanced forecasting tech- 
niques to exchange rate risk management and more. For more 
information, e-mail grad.admission@admin.suffolk.edu or 
fax to 617-523-0116. Suffolk University, 8 Ashburton Place, 
| Beacon Hill, Boston, MA 02108 Call us at 617-573-8302 


University 
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Food Rights Campaign 
- The goal of the Food Rights Campaign is to safeguard poor 
peoples right to food in international trade policy. Leading this new 
. and unique international initiative for ActionAid, you will ensure that 
Our 3 year campaign successfully targets key institutions and 
. decision makers involved in key trade policy agreements. A 
. Successful relationship builder, you will forge strong links with 
* networks, our partners and NGOs in the South to ensure grass 
 rOOtS experience is listened to by international policy makers. 

. Your 5 years’ plus in development at a senior level will be 
coupled with substantial knowledge of trade and food security 
issues, With proven experience in advocacy/campaign work, 

C you will have exceptional communication skills to work in an 
international, multi-cultural environment. You will use your 
excellent leadership skills to develop and manage a dynamic 
and effective campaign team across ActionAid. Excellent 
strategic planning and analytical skills are essential. A 
substantial amount of travel is involved. 

Salary in the region of £26,539 - £27,684 with full international 
terms and conditions of service, if the appointment involves - 
--expatriation, Location is flexible. 

. Please forward written applications with full CV to Ms 

 Akila Kassam, International HR Manager, ActionAid, 

Hamlyn House, Macdonald Road, London N19 5PG, UK. 

Applications may also be faxed to (London) + 44 171 263 

7613 or e-mailed to ROSW@actionaid.org.uk Closing 

date 21 August. Ints: 7/8 September. 


Please note, only shortlisted applicants will be S 
For further information 


about ActionAid piease visit 
our web site: 
www. SUBMIT, org/actionaid 


E mi 

conomic andi 
CHAMBERS OF 

Adviser e 


The BCC is the national association of the UK's 60 Approved Chambers of 
Commerce and represents some 110,000 businesses. 
We are currently seeking an Economic Adviser to join our high profile 
Policy Unit. 
The post-holder will support the BCC's policy work representing the UK 
business community. This will involve: 
Developing the BCC’s business survey work, 


Working flexibly as a member of the Policy Unit, providing economic 
analysis and evidence to support the BCC's policy proposals. 


Producing thought-provoking policy documents and articles. 
Briefing the BCC's senior staff and the media on economic issues. 


- The Economic Adviser will need to have a good breadth of knowledge of | 


-economics and its application to business policy. A sound grasp of 

“macroeconomic analysis; excellent written and oral communication skills; 

. and, IT literacy with spreadsheets are all essential skills for the post. 

Applicants should have a degree in economics or an equivalent 
-| qualification. At least two years’ experience in similar public policy 
| environment would be desirable. 


| Salary will be in the range £20,000 - £25,000 per annum. 


Applicants should send a full CV stating current salary to: 


| The Personnel Director 
: British Chambers of Commerce 
C Manning House 
| 22 Carlisle Place 
|| London 
+ SWIP 1JA 
Tet: 0171 565 2000 
Fax: 0171 565 2049 


| The closing date for applications is 17th August. 
































NUFFIELD INSTITUTE FOR HEALTI : 
INTERNATIONAL DIVISION P 


' Lecturer/ 
Senior Lecturer 


This post is available from October 1998 for a fixed period of three 
years. The International Division is responsible for carrying out 
education, consultancy, training and research activities on health 
services relating to developing health systems. The Division is also 
responsible for six full-time postgraduate courses which are aimed at. 
experienced health professionals from a wide range of countries, 
The successful applicant will be expected to contribute to all areas of 
work within the Division which will include: teaching/supervising 
students, research and consultancy activities in an area | of relevance 
to the Division and administrative duties. 


Applicants are required to have a postgraduate or professional 
qualification in an area of relevance to the work of 1 e Division, along 
with an understanding of health sector concerns. and/or: ‘experience of 
working in low/middle income countries. Applicants for Senior Lecturer 
would normally be expected not only to be experienced teachers but to 
have a significant publication record, together with nies research 
experience, and to have demonstrated administrative skill. 

salary will be on the scale for Lecturer Grade A (£16,366 - - £21,436 
p.a.) or Grade B (£22,332 - £28,545 p.a. or Senior Lecturer £29,968 - 
£33,866 p.a.) according to qualifications and experience. 
Application forms and further particulars are available 
from Administration Division, Nuffield Institute for Health, 
71-75 Clarendon Road, Leeds LS2 9PL, tel: 0113 233 6633 
quoting ref: 098-082-002-005. 


Closing date for applications: 28th August 1998. 















\ The University of Leeds promotes an Equal Opportunities Policy. 





The International Institute 
of Tropical Agriculture (IITA) 


| invites applications for the following senior management 
| positions and also for a senior scientific position, which will bea 
|| joint appointment between HTA and the International Livestock 


Research Institute (IL RI). 


1) Director, Resource and CoapiMidacansht Division 


| 2) Director, Crop Improvement Division 
| 3) Economist (joint HTAALRD 


|| For more information on HTA. and expanded. information on these H = 
| positions, visit our website at. http: Ll www.cgiar.org/iilta or contact j| — 
| the HTA International Recruitment Officer at] 
| F.McDonald@CGNET.COM HTA and ILRI are two of the l6 Hg ——— 
ll agricultural research institutes under the auspices of the || < 
| Consultative Group on International Agricultural Research || > 
(CGIAR) which is co-sponsored by the World Bank, FAO, UNDP d 


and UNEP. 


I Salary and benefits are internationally competitive and free of | 1 
Ho? Nigerian i income tax, All positions will be based at the Institute's |] = 
| headquarters which is situated on an attractive 1000- hectare ; DS 


campus outside Ibadan, Nigeria. 


Applicants for these positions are invited to send their curriculum : noe 
vitae, date of availability, and names and. addresses. of three . PEU 
professional referees to Dr Lukas Brader; Director. General IITA, |! 





c/o L. W. Lambourn & Co., Carolyn House, 26) ingwall Road, | 
Croydon CR9 3EE UK or by Email to Frances McDc 
International Recruitment. Officer. at F. 


ons 








‘HTA particularly welcomes applic: 
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-{ The Institute for European-Latin American Relations E 
an international organization based in Madrid, » 
is seeking to fili the following post: 


E-mail: pui joxinfo oth Researcher/Writer 


gat ER Essential qualifications: 
“% Fax: we ^ 1 


* 662 by Professional Latin Americanist. E S 
(662) e P Solid academic background in politics, economies, internation relation 
2674688 V» CY At least a Master's degree in a field related to Latin Amer 
ae TERN Native speaker of English or Spanish. Fluent in spoken and v 
AL and spoken Spanish, Exceptional writing skills. dez 
Professional experience of researching/writing policy-orientated 
tight deadlines. Long experience of research in a social science d 


i Ménsgemsot, 2-3 ented or uenak perry in one of thé interest areas of | Desirable/preferred qualifications: 
[i the Department of Strategic Management and Organization including strategic | | - Broad knowledge of the functioning of the EU, and of EU external relatio 
xod management, international management or organizational studies. These positions | | - Experience of professional copy-editing, proof-reading. and diced 
Bi | will be at the assistant or assocíate level without tenure, or at the associate level | manuscripts for publication. E 
An attractive remuneration package is offered, in line with qualifications. and 
experience. Short-listed candidates will be asked for samples of writing.. 


Mua t$): sho ul d o O S kd bs Medida Ls 1. 1 998. M à T t: E Writing/editing test is part of the selection procedure. Only candidates. who. mee 


Professor Stefanie Lenway, E ap ii breeds qualifications are invited to send their applications, ae 


emen of haa povero and Poeun Carlson School of Mr V. Wagner, Pedro de Valdivia NO 10, E-28006 Madrid, SPAIN. 
or send oe e-mail to cba inn org 2 


t 
* 





APICORP 


de Ful alita] iu pes aS: 


ARAB PETROLEUM INVESTMENTS CORPORATION 





APICORP is an inter-Arab Corporation established by the — E 
member states of OAPEC to finance and in vest in petroleum sector projects. Total Assets are in excess of US$1,300 million. 





`The Corporation, based in Al-Khobar, Saudi Arabia, now wishes to appoint to its Information Satma Centre a: 


Senior Opening Assistant 


ae ? ae suitable candidate should possess the following characteristics: 









o University Degree i in Computer Science, Computer Engineering or Information Systems 


@ 12-15 years of relevant experience, preferably in banking or financial domains, in the areas 
of development, implementation and integration of heterogeneous applications with exposure to. 
business process reengineering (BPR) 


e Hands-on experience in two or more of the following: 
International banking systems such as EQ/3 
AS/400 and NT platform in a distributed servers environment 
Internet and Intranet applications 
LAN and LAN/WAN interfaces 
Q Postgraduate degrees and good command of software engineering are advantageous 
@ Proficiency in both written and spoken English 
@ Excellent interpersonal communication skills and strong leadership ability 


The successful candidate will report to the Manager of the Information Systems Centre. The appointment will be for an initial 2 
|. year contract, renewable. In addition to the highly competitive tax-free salary, there is a generous benefits package which 
|. includes free fully furnished, air-conditioned accommodation, transportation and education allowances, medicare, relocation 
. expenses and a contributory retirement fund. — 
n Applications in the strictest confidence may be sent to: 
The Administration & Organization Manager Arab Petroleum Investments Corporation, P.O. Box 448, Dhahran Airport 31932, Saudi Arabia 


Closing date 31st August 1998 





TELECOMMUNICATIONS services covering all disciplines that dero [media business and its 
& MEDIA CONSULTANTS | p 3 pe AX ap 


evelopment. : 
Brussels, London 


| growth. 
Mormation on 





The Islamic Corporation for the Insurance of Investment. 
and Export Credit (ICIEC) 


"An affiliate of the Islamic Development Bank" 


ICIEC is a subsidiary of the Islamic Development Bank (IDB) established on 1st August 1994 as an international institution with full juridical personality with an 

authorized capital of about US$140 million. The objective of ICIEC is to enlarge the scope of trade transactions and the flow of investment among Member 

States of the Organization of the Islamic Conference (OIC) by offering export credit insurance and investment insurance against country risks. 

Owing to the rapid growth of our business , we are seeking highly qualified professionals to compete for the following positions at our headquarters in Jeddah, 

Saudi Arabia: 

Underwriter (export credit insurance) 

Qualifications : Bachelor's degree in Economics, Finance or Business Administration, preferable MBA or Masters degree in a relevant field from a reputable 
university. 

Experience : Minimum Five to ten years experience in export credit underwriting, banking, trade finance, or general insurance. 

Job Summary: The underwriter is responsible for the underwriting of export credit insurance policies and credit limits in accordance with the authority and 
within the limits delegated to him. 

Marketing Officer 

Qualifications : Bachelor's degree in business Administration, plus MBA or Masters degree in Economics or relevant field from a reputable university. 

Experience : Minimum Five to ten years experience in the field of marketing financial services in commercial banks, export credit or general insurance. 

Job Summary: The Marketing Officer is responsible for the promotion and selling of the Corporation services in member countries. 

Ciaims & Recovery Officer 

Qualifications : Bachelor's degree in Finance or Business Administration, preferable MBA or Masters degree in a relevant field from a reputable university. 

Experience : Minimum Five to ten years experience in the field of export credit and investment underwriting, and / or claims in export credit or general 
insurance. 

Job Summary: The Claims & Recovery Officer is responsible for settling claims under the insurance policies issued by the Corporation and for pursuing all 
available recoveries in accordance with the authority delegated and within the limits established by Corporation. 

Investment Underwriter 

Qualifications : Masters degree in Economics or Business from a reputable university. 

Experience : Minimum Five to ten years experience in the field of project analysis / finance or political risk underwriting, in an international development 
finance institution, investment bank or investment guarantee agency. 

Job Summary: The Investment Underwriter is responsible for the underwriting of investment insurance policies in accordance with the authority delegated 
and within the limits established by the Corporation. 


Applicants should be from a Member State of the (OIC) , computer literate and fluent in both Arabic and English languages 
(knowledge of French will be an advantage). ICIEC offers an attractive package that includes: housing and furniture allowance, education benefits, 
leave tickets to home country, medical cover, life and personal accident insurance and retirement plan. 


Please send your detailed C.V. by mail or fax within two weeks from the date of this announcement to the attention of : 
The Head of Admin. Affairs 
P.O.Box: 15722 - Jeddah 21454 - Kingdom of Saudi Arabia Fax: (00966-2) 6443447 
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European Commission, Brussels 


Your primary role will be to co-ordinate the work of the PSD w which is in 1 
turn responsible for the work of a team of external consultants and manages 
about 80 projects in various stages of planning and implemen ation. You will | 
also contribute to the development of EC assistance x 
Qualifications 


i p^ With a BSc in Economics, you will have 5-10 
i ask | Mrig ager consultancy/aid administration/national govet 
| identification, appraisal and implementation. 
written French is desirable, although some language 
The Private Sector Development Section (PSD) in the Ideally you will demonstrate experience 
Southern Mediterranean, Middle and Near East development issues in North Africa and Near Ea 
Division of Directorate General 1B is responsible for Terms of Appointment | 
all EC support to economic reform and private sector Salary will be in the range £35,000 - £45,000; 
development in that region. Areas of intervention assistance with living costs and children's education ail 
include support for privatisation, SME development, | The appointment will be for 2 years, with the possib 
investment promotion, business matchmaking, Applicants should be UK nationals. 28s 
micro-enterprise support, sectoral reform, private | Closing date for applications: 21st August. 
participation in infrastructure and financial sector | For further details and application fo 
modernisation; | Appointments Officer, Ref No AH304/3 
| House, Eaglesham Road, East Kilbride, Gla 
Ref No AH304 3C/BG clearly on your envelo 
01355 843597. E 


9 | m. Department for 
D BE 8 D Hinterndtional | DFID is committed to a policy of equal oppo 
o E Ra Development | applications for this add are eougEe fom bed 





DO YOU FEEL LIKE YOUR CORPORATE || USAID/Lithuania is seeking offers kon Us firms or not 
: LADDER HAS RUN OUT OF RUNGS? | for profit organizations to conduct economic policy analyses, 
oe | De you feel the need for new challenges and opportunities? If you're | provide key economic technical assistance and training, and 

|] a global senior executive, over 40 years old and accustomed to a 


| make policy recommendations to support economic reforms 
-| *100K annual salary, we can be the answer to your next jump on the | | in Lithuania. The successful applicant will be awarded a 
| ladder of success. At Resume Broadcast international, our dedicated | | fixed price contract/purchase order for a series of analytical 
^ team assists you in your professional. search from start to finish -as | || reports and policy recommendations and the successful: 


.| & matter of fact we're here for you 24 hours a day, 365 days a year. ! completion of a training seminar and preparation of training 
- Opportunity is only a phone call away at Tel: (909) 866-4213, Fax: natera : 
(908) 866-4244 or E-mail: 102224. a a i com | I TOR ae 














Resume M Resume Broadcast international || | Successful applicants are required to have the following 
I: y ne PO BOX 2892, Big Bear Lake, California CA92315, USA, | | | qualifications: at least five years previous experience in at 
NM Brogccqst V. Tel: +1 (909) 866 4213, Fax: +1 (909) 868 4244 | | least three Central and Eastern European or Former Soviet 
line ACR OME) Em 102224 qoem J || Union countries, a senior policy analyst who has at least 15 
BUSINESS | | | years international economic policy consulting experience 


| and a PhD, and previous training experience. Preferred. 
| qualifications: Previous experience working in the Baltic i1 
Republics, preferably Lithuania, and previous experience | 
with the World Bank, USAID, and other development banks. - 





:  OPPOR!I UNITIES Freelance banking 
(ISTAM e Ef Xo: Bi, "UN 

OFFSHORE COMPANIES 
* Ready made companies 

* Full corporate administration 

|* Trade services (UC, shipping) 

* Banking/Accounting services 

* China business development services 

Contact Stella Ho for immediate 
services & company brochure 


NACS LTO 
Room 1108, Albion Plaza 
2-6 Granville Road, TST., 
Kowloon, Hong Kong 
E-mail'nacsQhk super net 
^el Tek (852) 2724 1223 Fax: (852) 2722 4373 













required by leading Asian management 
consultaney Suitable candidates will 
have excellent communication skills, | 
fluency in English and preferably another 
Asian language. 


ene ing atqae veio adivit tan ease en AMON NEA A A te i eA ade minor hev rimari oeste wie eror ESN EC Cd MTT ONANISM UATE 1 





following information: statement of interest, summary of the || - 
economic policy assistance provided to transition and^ 
! developing economies, a resume for a chief senior policy 
| analyst, and a list of references. A description of the products 
| | required under this contract can be faxed or emailed upon 
| request. Cost negotiations will be undertaken with the top 
| ranked bidder. 


Detailed knowledge of regional economic 
affairs and Asian banking sector 


| 
i 
| 
| 
| À 
! Interested firms or non-profit organizations must provide. th 
| 
| 
essential. | 








Please fax full resume with covering 
letter to Peter Record on (852) 2881 5918 
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| Send expressions of interest to USAID Vilnius, 
attn USAID Mission Director no later than 
midnight Vilnius time, August 15, 1998: 


Fax: (37) (02) 22 19 54 
Email: rgreenberg@usaid.gov 
Tel: (37) (02) 22 16 66 


2 FOR ACQUISITION OR MERGER 

[Successful (no gain on sale) S.E. U.S. sub-prime niche auto lender, seeks 
strong public/private partner Financial services oriented to acquire substantial 
‘interest in our company and work with us to capture a larger share of a poorly served 
‘market. High potential with less than usual risk. We have a ten year consistently 
| profitable history. Eight figure net portfolio; seven figure EBIT. Principals only - reply | 
| 7 days/24 hours: 
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U.S. Area Code: 800/211-2820 941/299-3236 
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Call for Tenders | PRIVATISATION OF 
— SPAS - JAMAICA 















The international Tropical |. 
Timber Organization (ITTO) | 
based in Yokohama, Japan, 
seeks consultancy 
organizations or other 
appropriate institutions to 
assist in the 
implementation of project 
PD 58/97 Rev. 1 (I) "The 
Establishment of the 
Database of Tropical 
Industrial Lesser Used 
Wood Species". The 
selected entity will provide | 
services related to the 
establishment of a 
comprehensive database 
with available information 
on tropical timber species, 




























| The National Investment 
| Bank of Jamaica Limited on 
behalf of the Government 
| of Jamaica invites proposals 
| for the lease of Bath | 
| Fountain Hotel and Spa, 
| and Milk River Bath Hotel 
| and Spa. Both properties. 

| have thermal springs. | 





























| consulting firms to submit applications for pre-qualification to 
l undertake the implementation of an institutional strengthening 
| pregramme for NGOs and CBOs as part of the Community 
| Development Fund Programme. The consultancy will be financed 
J | by the Inter American Development Bank (IDB) under Loan 

Contract 872/0C - TT. 












































The scope of the work of the Consultants will entail the following: 
(a) In consultation with the CDF, design and deliver training programmes and 
provide technical assistance, advisory, counselling and support services 
on an on-going basis to a large number of NGOs and CBOs throughout 
Trinidad and Tobago over a period of 3 (three) years. It is expected that 
the programme will equip the organisations with the skills to: : 

i. function efficiently: especially lesser-used 

ii. deliver relevant programmes and services to their beneficiaries; species, 

Hl. manage, maintain and sustain their organisations; EE 0o 
iv. undertake effective community development. 


| For further information, 
contact National Investment 
| Bank of Jamaica Ltd., 11 
| | Oxford Road, Kingston 5; 

| RO. Box 889, Kingston, 
| Jamaica West Indies. 











Telephone: 

























a Moe Is available 

Organise and implement the programme ín consultation with the CDF; from the Executive P 

Document the process adopted by the programme to develop participating Director, ITTO. mS) Pacii 
emissum T Fc (81-45) 223-1111 (876) 9200379, - 

(d) Develop a comprehensive monitoring and evaluation system to be applied to Tender deadline (876) 920-0907. 


the programme, The Consultants will be required to apply this svstem in the 
presentation of their reports. 


31 October 1998. E-mail: nibiginfochan.com 


Consideration will be given to both individual consulting firms or consortia of firms. 

| Because of the nature of the consultancy, it is essential that local consultants 
participate in the delivery of services. Foreign firms are therefore encouraged to 
utilize local professional and technical personnel. Firms will be allowed to participate 
in only one consortium for a short list. The nationality requirements established by the 
Bank shall be applied in determining eligibility of firms to pre-qualify. 


B. AE g . 
The selected consulting firm/consortium of firms will be responsible to the Ministry of à V E da k [w d i e? S t1 | i p ( 
Planning and Development and shall undertake the work in accordance with the 
2 Ld 
Impression. 


Terms of Reference and other documents to be previded subsequently to pre-qualified 
firms. 


Interested bidders may obtain the technical brief and prequalification questionnaire 
from: COMMUNITY DEVELOPMENT SECRETARIAT, MINISTRY OF 
PLANNING AND DEVELOPMENT, LEVEL 3, FURNESS BUILDING, | , 
CORNER INDEPENDENCE SQUARE AND WRIGHTSON ROAD, [§ | www.economist.com 
PORT-OF-SPAIN, REPUBLIC OF TRINIDAD AND TOBAGO. | En | 
Telephone No: 1 868 627 3646/3560. Fax No; 1 868 627 3631. DS MO TEE 
"E. | Nena ci aede Place your classified ad on 
. Ei Statements of interest for pre-selecting firms will be evaluated in accordance with r, * ee NENES 

Ai the following criteria: The Economist Website. 


(i General background and organisation of the firm; | 
(ii) Financial capacity; » : 
(iii) Similar work experience; | * Full colour logos and text | 
v) Prior experience in a country with sat FOROARONS: E "m Ho tlin ks to your website 
(v) Qualifications and experience of Principals and kev personnel; S 
(vi) Effective teaming of foreign and local consulting capabilities: e Extended linea ge 
(vi) Language capability of firm's staff (competency in English). * E-mail h otlinks 
Bt A short list of three (3) to six (6) firms/consortia of firms will be prepared and these | 
dE] will be invited to submit technical and financial proposals for the project, Contact the Classified Advertisi ng 
E | T One (1) original and four (4) capies of the pre-qualification questionnaire must be d ep artment for more inf orma tion: 
Ey submitted in a sealed envelope clearly marked: Pre-qualification for 
-E | Consultancy Services for the Institutional Strengthening of the NGOs | UTE 
j| and CBOs and must be submitted to DIRECTOR OF CONTRACTS, UK Tel (44-171) 830 7000 
^ di CENTRAL TENDERS BOARD, 17 - 19 PEMBROKE STREET, PORT- TE 4414 
[| OF-SPAIN, REPUBLIC OF TRINIDAD AND TOBAGO not later than Fax (44-171) 830 711 1 
| 1300 hrs (1.00p.m) on THURSDAY SEPTEMBER 03 1998 E-mail: classifieds@economist.com 
The Central Tenders Board reserves the right to cancel the pre-qualification notice US Tel (1 -21 2) 541 5730 p^ | 


in its entirity or even partially, without defraying any cost incurred by any firm in 
submitting its application. 





Fax (1-212)5419378 — — 
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: NOMINATIONS FOR RAE ASSESSIVIENT PANELS 
. The fifth Research Assessment Exercise TUNE to assess the quality of research in universities and colleges e UK will be 
held i in 2001. um 
he funding bodies for higher education in the UK, which run the exercise, are keen to ensure that im 
ommercial organisations are represented on the assessment panels. E 


We invite organisations which: undertake, use or fund research in any subject area to put themselves 
panel members for the 2001 RAE. Panel members should either be eminent researchers, or be able d 
research from a user's perspective. P 


HEls, their constituent bodies or subsidiary organisations which receive research funding f from ^o 
bodies are excluded from this invitation. zs 
The purpose of the RAE is to enable the funding bodies to distribute funds for research selectively, o i 
: Panels of academics and other experts will assess research in the institutions we fund, in all subject: 
. supplied by the universities and colleges themselves. 
a For further information about the 2001 RAE, visit the RAE website at: http://www.niss.ac. uk/education/he 


: Please send letters of interest to David Pilsbury at the Higher Education Funding Council for England ( 
4 September 1998. Letters should explain the organisation’ s role in research, and how, and in what subjec 
1: make nominations to assessment panels. 


HEFCE, Northavon House, Coldharbour Lane, Bristol BS16 10D. 


HIGHER EDUCATION 
Scottish Higher Education HIGHER EDUCATION FUNDING USATO M 
FE WW. andes J c VCQUNCILFORWALES — FUNDING COUN 
DE NORTHERN IRELAND TORNIDE X/OUhel NOCH ET uel 


FACULTY FELLOWSHIP IN. 
MANAGEMENT IN SCIENCE & TECHNOLOGY 


i Ihe Department of Management in Science and Technology (MST) at Oregon | 

Graduate Institute is offering two faculty fellowships for stays of 6-10 weeks | | | 

during the period September 1, 1998 through lune 30, 1999, The fellowships, | | | NONE DONE re IER 

| funded by Intel Corporation, are for university faculty who are at least five years |] i Corporations and LLCs ‘PICA OR! TING FEES § 

| past their doctorate in any business discipline (or have five years industry | i f efre rvati O Palawan —— f4n0 00 [0 
| employment experience prior to the doctorate), have published research on issues || Free name reservation i Delaware $199 0 

of technology-related business, and wish to. ai their i a and | * Personal assets shielded . Wyoming $285.00 
contacts in this subject area, —. | * Confidential and cost effective Nevada $380.9 


-Each fellowship provides. a stipend of $5, 500-9,200, Maine on the length of | | e Full registered agent services | Utah $270. 99 : 
stay: Oregon. Graduate Institute will provide office space, library facilities, | 


|) assistance in finding living accommodations, and introductions to the Silicon | FAX: 302-421-5753 TEL: php -5750 | 


ACMMMUR HU VAPARI RIA OMAONIAAMOHAM 


nine E inn RE E a o an man PAE DANAA ESE ONCE UE EE 


Forest technical and business communities, Fellows will teach at least one course |] 
in the executive M.S, program, allowing them access to a. further rich source of |f | Penanda — Ltd. 
| industry connections and data. tot i = 


: MST's mission is to develop and disseminate practical, applied knowledge for | 
i innovative management of technology-intensive organizations. The department || 
[D effers the M.S. in Management in Science and Technology, which enrolls 150 | 
i 1 students from over 50 technology-intensive companies in the Pacific Northwest. |] 
i MST's externally funded research program has included projects on electronic | 

| commerce, international distance education for management, Flat Panel Display || 

| markets, and other subjects in technology business. | 


| Fellows must hold U.S. citizenship or permanent residency or a U. S. visa that is | THE WORLDWIDE GUIDE = D own Un der i 
compatible with the terms of the fellowship. Academic quarters start in late June, TO SERVICED APARTMENTS | to New Zealan l's 
| late September, early January, and early April. Applications for 1998-99 will be I IEW LE ne 

| considered as they are received, and should consist of a curriculum vitae plus FREE COLOUR GUIDE 


SE | three letters of recommendation. : loveliest yacht ater - | 
E TE NE i | 3 vacation homes for sale in a charming, bo 





5 | Potential candidates desiring more information should visit ( http://www. ogi.edu) eid $—-—i— unspoiled village. 
a. 3 or contact Dr. Fred Phillips at: | 3 bedrooms, 2 baths, 
| OREGON GRADU ATE INSTITUTE OF SCIENCE M gourmet kitchen, great views... 
AND TECHNOLOGY ; The RTTE Service for US$130 000 each. 
Mailing: P.O. Box: 91000 Portland, Oregon 97291- 1000 USA | Tel: +44 (0) 181-944 1444 Details/pics at T 
Shipping: 20000 N.W. Walker Rd., Beaverton, Oregon 97006 USA | Fax: +44 (0) 181-944 6744 http://nzcom.co.nz/infocus/akaroa.homes/| 
Phone: 503/748-1335 Fax: 503/748-1268 | internet: http yAvww.apariment. co.uk | - Akaroa Homes Ltd. t 
Internet: fphillips@: admin. ogi.edu | | PRE SON SPUR DNO Aue {6443-304-5770 or k.delimadüxtra.co.nz | 


eint EORR pp ae satis Ses se 
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U.S. IMMIGRATION" 


We specialise in finding jobs, businesses or 

properties which allow you to qualify for a 

visa, and our associate attorneys handle the 

visa processing. To learn how we can help 
vou, phone us at 001 305 554 7555 
Management Consulting USA Inc. 

11401 SW 40 St. Ste 337E. 
Miami, Florida. 


CANADA IMMIGRATION 
Let our exclusive group of former Visa Officers, with over 35 years 
xperience, provide expert assistance and guidance to your 
immigration process. Applications professionally and confidentially 
prepared. Our money-back guarantee is your assurance of success. 
"Best Government owned and administered Investor Funds available. 
oe for skilled workers, businessmen and investors. 


OIC CONFRATERNITY CANADA LTD, 
- 823-409 GRANVILLE ST. VANCOUVER, BC, CANADA, V6C 1T2 
TEL: (604) 669 0389 FAX: (604) 669 3905 
INTERNET:- www.our-website.com E-MAIL-passportGrinfoserve.net 
















DELAWARE (USA) 
CORPORATIONS 






Save 30-70% on International Calis 





‘Justice rated #1 i 


1997 International 
Telecommunications Associotion. 






IMMIGRATION TO CANADA. 
Canadian Immigration Lawyer will 
prepare Visa application and conduct 
job search for prospective immigrants. 
Leonard 





Business, residential, 
and cellular savings. 








Very reasonable fees. 
Simcoe, Ref. E, 1255 Laird Bivd., 
8208, Mt, Royal, Quebec, Canada 
H3P 27L Fax (514) 739 0795. 

Email: 76143.2031(9)compuserve.com 


Earn Free air travel wit 
WorldMiles program. 











* join the prestigious 
lustice Agent program. 








BEAC ERTIF 





AFTER SEPTEMBER 30, 1998, WRITTEN 
EXAMENATION WILL BE REQUIRED BY 
ALL APPLICANTS. 

| THIS IS YOUR LAST OPPORTUNITY TO 
TAKE ADVANTAGE OF AN 
| EXAMINATION WAIVER PERIOD. | 
YOUR DESIGNATION WILL HELP YOU ~ | 
AND YOUR CAREER. 











TECHNOLOGY CORPORATION 
It's just what you're looking for. 
Mention this ad for à n up bonus. Agent iil So 






















1-316-526-2200 www. justicecorp.com 








THE INSTITUTE OF FINANCIAL 
| CONSULTANTS 

| SUITE #1063, 3422 OLD CAPITOL TRAIL 
WILMINGTON, DE 19808-6192 | 
USA 


FAX # (302) 996 $8} 





The Original 


kallba ae 


e No Deposit * instant Rctivation 
e No Miminum * ideal for Home, Office, 
e Na Set Up Fees Hotels and Mobile Phones | 


Agents 
| | : | Wanted | 
Tel: 1.206.599.1992 * Fax: 1.206.599.1982 


417 Second Avenue West « Seattle, WA 98119 USA 
www.kallback.com * e-mail: info@kaliback.com 





New lower 
rates! 













8 







| “Callers get dependable, high-quality service’ 





-The intarnational Herald Tribune 






Super Low International TUM 


Telephone Rates! |] un m 


. France. .....25€ 
{Germany ....22€| 
^ 2sJWaly........32€; 
|Netherlands. . 25€ | 
[Switzerland .. 26€. 
i 
| 


lo 
France: 


Brazil.......63€| 
Malaysia . . . . 49€ 


| FREE CASH GRANTS! 





iT ege. 
Scholarships. Business. Medical bills. 


Never Repay. Toll Free 1-800-218 


9000 Ext. G-4265 US Only. 





GOV'T FORECLOSED homes from 
pennies on $1. Delinquent Tax, 
Repos, REO's. Your Area, Toll Free 
(1) 800-218-9000 Ext.  H-4265 for 
current listings. 





2ND PASSPORTS / Driver's Licences 
/ Degrees / Camouflage Passports / 13 
Countries / Secret Bank A/Cs / Awards. 
GMC, Fax: +3120-5241407; E-Mail 
1004 13.3245@compuserve.com; 
http://www.global-money.com 





FINANCING WORLDWIDE from $3 
mill to $5 bil. and up. 7.5% 
Acquisitions Mortage Corp (215) 343 
9180, Fax (215) 343 5969, 3146 
Bristol Rd,, Warrington, PA 18976, 
USA. 





MLS, GREEN CARD (NO JOB OFFER) | 


Provisions in US. Imintigration law quay make vou 
eligible fora U.S. GREEN CARD without needing a job 
offer. H you are an experienced busiexstan of 
professional, pleaxe fax your C. V, resume, or list of 
qualifications for review i 








Law Offices of 
DOBKIN & SHERMAN, P.C. 
31901 Middichel: Road, Suite 500 
Farmington Hells, Mi 48234 05.8.4. 
Te, C248] 833 8600 Fax (2483 835-9788. Emai xgrencendiacl com 


between 
a great design 


www.techmankanata.com 


and a great 











product 


a Most new customers are 

. referred by satisfied 
NewWorld users 

Now earn 20% by 


referring a friend 


EN Special Services Included 


- No Extra Charge - 


EST K. Call: 44. 171.360. 5037 Fax: 44.171.360,5036 


Tel: 1 (212) 629-3268 
Fax: 1 (212) 629-3269 


maxinfo@ maxtelecom.net 


MAZEL. 


Great rates from the U.S. 
1 (800) 965-1645 


201-287-8400 


90 


Business to Business agents welcome 





i402 TEANECK ROAD + SUITE 134 =- TEANECK, NEW JERBEY > 


. economistnewworldtele.com. http: / furirsithiminiofidtate.com 


97506 « USA 
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US TAXATION 


BY CPA IN LONDON 


US/UK tax return service and US/UK 
tax advice + full accounting services 
for US citizens and US ‘green-card’ 
holders living/working abroad. 
Serving individuals and corporations. 








LUXURY SERVICED APARTMENTS NEAR HARRODS 
| CHOOSE FROM A SELECTION OF BEAUTIFULLY 
APPOI INTED FULLY REFURBISHED ONE AND TWO 
BEDROOM APARTMENTS IN KNIGHTSBRI he | 
“ALL FULLY EQUIPPED WITH MODERN FACILITIES 


12 OVINGTON SQUARE - 











































No. 1 OFFSHORE 






















cr Bici n m I. N. MOKHTAR FCA CPA repel An 






Telephone (01273) 561195 





o ee (0 SPECIALISTS - 
IN EW AUT FE IORS I ali Offshore Sine pus Ser e are 































SH a Lm professionals including lawyers, 
cM PUBLISH YOUR WORK tia Banks chartered accountants, chartered 
|} ALL SUBJECTS CONSIDERED: || BW = - : | 
< . ! secretaries, and bankers have 
Fiction, non fiction, Biography, Religious, n. im Formation provided confidential and cost | 
Poetry, Childrens, sate tutes: effective company formation in all 


AUTHORS WORLD-WIDE INVITED. 
WRITE OR SEND YOUR MANUSCRIPT TO:- 


MINERVA PRESS 
2 OLD BROMPTON RD. LONDON SW7 3DQ. 


M S SERVICE 37 R N 
Arey N 


Modern, comortabie 
Serviced Apartments offering Best Value for Money. 
Unbeatable location in South Kensington. 
2 person apartment from £70 per night 
4 person apartment from £115 per night 


the major low tax areas. 





































SETTERS pm 
9 BELIZE $500 
€ BV ISLANDS Io E PE gsr wee 3 
€ DELAWARELLC $495 EB 
C GIBRALTAR £250 ME 
€ HONG KONG $450 p & ANNUAL FEES 
€ HUNGARY $1955 | -—— HS 
€ IRELAND £225 e ' - 
€ ISLE OF MAN £250 E 
1-000 | LONDON OFFICE 
€ MADEIRA $2250 | ap. 100 SYDNEY ST. 
© MAURITIUS $500 N CHELSEA. LONDON, 
@ NEVIS $575 f 4 
@SEYCHELLES $350 [| SW3 6NJ 
Other Jurisdictions & Offshore Banks TEL: + 171-352 2274 


Available on Request FAX: + 171-873 9688 | 
LUXEMBOURG - EVELINE KARLS E-mail: offshore@scigroup.com 1 


Tah «352 224 286 Fax: «352 224 287 " 
FINLAND - JENNY KOMPULAINEN FREEPHONE: 0800 262 856 
www.scfgroup.com 


Tei: «358 9 6960 2569 Fax: 4358 9 8959 2565 
HUNGARY - LASZLO KISS BSc (Econ) debates i 
B fel +36 1351 9959 Fax: «36 1 21 M | DUBLIN OFFICE | 
OV RUS Ctorneyatia S LAS 27.20 WR PEMBROKE ST, DUBLIN 2 | 
TEL: + 353-1-662 1388 | 
FAX: + 353-1-662 1554 
E- n Minis dea iol.ie 


Tourist , oard Commended 


ASHBURN GARDEN APARTMENTS 
3 Ashbum Gardens, London SW? 4DG. U.K. 


Tet ++ 44 171 370.2683 
ARDEN 


OFFSHORE 
COMPANIES 


COST EFFECTIVE 
NOMINEE & MANAGEMENT SERVICES 
AVAILABLE 





BVI - £275 
GIBRALTAR £275 
ISLE OF MAN £275 
IRISH - £275 
BAHAMAS £275 


OTHER JURISDICTIONS AVAILABLE 


FINANCIAL ADVISORS 


SAVE CLIENTS UP TO 
50% ON BANK LOANS! 





w/COLLATERAL LOANS 
PAY INTEREST ONLY. 
ENROLL IN OUR 
TRAINING PROGRAM. 










PROFESSIONAL SERVICE PROVIDED BY 
IN HOUSE LAWYERS & ACCOUNTANTS 
CREDIT CARDS ACCEPTED 


FIDUCIARY MANAGEMENT 
SERVICES LIMITED 
13 WIMPOLE STREET 
LONDON WAM 7AB 
TEL: 0171 436 8100 
FAX: 0171 436 8188 
E-Mail: CoForm3@Fiduciary.Co.uk 
http://www. FiduciaryGroup.com 




























ERIC A. KLEIN,ATTY. 
INTERNATIONAL DEVELOPING 
ENTERPRISES AGENCY (IDEA) 


PHONE: (212) 751-0800 
FAX: (212) 688-4442 (24 HRS) 
abou duin boi i 









Tek «357 2 473211 FAX: +357 2 463463 
SINGAPORE - DIANA BEAN 
Tel +65 535 3382 Fax: «65 535 3991 
HONG KONG - RAYMOND CHOI 
MBA MILIA (Dip) 

Tet: 4852 25220172 Fax: «852 25211190 
SHANGHAI - BART DEKKER um | 
| Tet +86 21 6248 4355 Fax: 86 21 6248 1421 Nicosia & Sofía — 
USA WEST COAST - AICS Ltd 
KEVIN MIRECKI amy. B — BEARES free colour brochure on 
Tei «17148543344 Fax «17148546907 MO MRO UTE Gh Ge GEH: 


For immediate Service & our Free 110 7 complete this coupon below: ogee wey 
"Page Colour Brochure Contact: n—— - — 

ISLE OF MAN - C W FORSTER 
OVERSEAS COMPANY 
REGISTRATION AGENTS LTD z 

PO Box 55, Ramsey, Ka a a a 










Athens, ae a — E. 5 






OFFSHORE COMPANIES _ 
TAX PLANNING — 
= TRUSTS _ 


Since 1977, The ICSL Group has specialised in advising on the use of offshore 
companies and trusts to achieve persona! and corporate tax savings. 


INTERNATIONAL TAX PLANNING 


i We can provide innovative solutions to your complex tax problems. i Isle of Man, Great Britain, IM99 4EE 
We can assist you in setting up and managing a structure to hel p you achieve $ E-mail: economist@worid-mail.com 


i substantial tax savings. TEL: +44 1624 815544 
To receive our explanatory booklet on offshore and international tax FAX: +44 1624 817080 
planning and trusts or to arrange a discussion, all free of obligation or M LAS oie ded p) 
i charge, please contact your most convenient ICSL office. Alternatively, RET 1509002 CERTIFIC ATED — 
visit our Web Site at http://www.ICSL.com. 


HONG KONG - Simon Hanley LONDON -- Poyan žia 
Te: +852 2542 1177 rax +852 2545 0550 ret: +44 4171493 4244 rax +44 171 491 0605 
Email: hk@ICSL.com Email: ukGetCSL.com 


ISLE OF MAN ~ Diane Dentith __ AMERICAS -- Paul Winder 
Tet: +44 1624 801801 544 1624 801800 ter +1649 946 2828 fax +4649 946 2825 
Emait: iomG@ICSL.com Emait: tclH@ICSL.com NN 























Offshore Information on 


WWW.Ocra.com 
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OUTPUT, DEMAND 


| *6 change at annual rate 








AND JOBS. Britain's economy continued to expand, albeit at a 
| slower rate, in the second quarter; its GDP went up 0.5%, producing a rise of 2.6% in the year to 
| the second quarter (down from 3.0% in the year to the first quarter). Japan's industrial output 
| rose 1.3% in June, but was 7.9% lower than a year earlier. 


Unemployment 





latest year ago 

















The Economist poli 
GDP GDP forecasts — 
3mths? 1year 1998 1999  3mths? 1year 
Australia — * 5.3 +490 +30 +28 — » 32 +27, 
Austria a n a + 42 " + 27 oe o IRBA 
Belgium +5 8 +460 +28 +28 nà 
Britain +21 +2609 +22 * 16 +28 + 08M 
Canada +37 + 3800 + 3 4 + 28 +70 -* 36 Ap i 
Denmark -12 +3791 +29 +25 -212 - 33 May +264 
France +23 +3401 +29 +2 B 63 My +11 M May 125 
Germany — «39 * 38 0! +26 +28 +11 «54 May ^ * 02 May — 110 iw 
Italy ~-04 +250 +23 +29 -23 -05 My + 0 
Japan — —.—53 -3/ 01, "10. € 08. ,. 3e. c 694 o9 Ma o os 
Netherlands +49 +4201 +36 + 34 ~~ 09 +25 My + 16 
Spam +37 +37% *38 +38 32 + SS My Ma 189A 213 
Sweden ee Ae eS ee ee ($49 May 





See A E EA eis cane ane palit deterred ne rey 


"Not seasonally adjusted. t Average of latest 3 months compared with average of previous 3 months, at annual rate. #New series, SMar-May, claimant count 


j tate 4.8% in June. **Apr-fun. 





IE" PRICES AND WAGES In the year to June, producer prices fell by 0.3% in Canada, 0.1% in 
| Denmark, 1% in Sweden and 0.9% in Switzerland. Denmark's 12-month rate of consumer- | 
| price inflation slowed to 1.7% in the same month. In the year to May, Australian workers | 
| received a pay increase of 2.8%, a real rise of 2.1%. Italian wages rose 2.6% in the year to June. 


% change at annual rate The Economist poll 
Consumer prices* — consumer prices forecast 
3mths’ 1 year 1998 

Australia + 24 .— £0 07 Q2 + 1.2 

Austria +09 4 09 Jun + 13 


Beigium 








B menna naana annann aana AAN ANNA aaia aaa aaan aAa EErEE AA rnnr E ee S ERR DRE Ee 


Italy * 

Japan + 2.1 + 05 May + 04 
Netherlands -11 + 22 Jun + 23 
Spain + 1.2 + 2.1 hun + 2.0 
Sweden na + 0.6 Jun + 07 
Switzerland -08 + O41 jut + 0.2 
United States +20 + 17 Jun + 17? 


"Not seasonally adjusted. * Average of latest 3 months compared with average of previous 3 months, at annual rate. * "New series, 
y g 9 





WM JOB GROWTH America’s total em- 
| ployment grew 30.3% between 1980 and 
| 1997, an annual average of 1.6%, according 
| to the OECD. This is much faster than Eu- 
| rope's job growth, but that partly reflects 

| faster American population growth and a 
|| rising labour participation rate. The OECD 
| expects America's employment to con- 
| tinue growing this year and next. Japan's 
; employment has also grown fairly quickly 
|! since1980, by an average of 1.1% a year. But 
| this masksa huge slowdown in job growth 
| during the 1990s. Job growth is expected to 
| fall slightly this year as recession bites. In 
| Europe, Britain's performance is the best 
| Of a bad bunch: employment has in- 
|! creased 0.4% a year on average. Italy’s 
| record is abysmal: it had 3.2% fewer jobs in 
| 1997 than in 1980. 
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Producer prices* Wages/earnings 
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Ee Provisional. ki Nonfood agricukuras: PO 
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peak in May 1997, to its lowest for five 


| years. Coffee prices have fallen 50%: Brazil 
_ has harvested a crop of 35m bags (of 60 ki- 
| los) the biggest for a decade. Asia's eco- 


nomic collapse has reduced demand for 


| foodstuffs, particularly animal feed. 
| Wheat prices have sunk to seven-year lows, 
, maize and soyabeans to three-year lows. 
| Brazil and the EU have far more sugar than 
| they can export. But. a cocoa deficit of 


175,000 tonnes is forecast this season; and 


| a shortage of palm oil has lifted prices. 


The Economist food index* 


1990-100 %. change on 
Jul 21st Jui 28th* one one 


| Dollar index 











| All items 92.3 913. € 01-217. 
| Food 106.5 10037  — 18 -213 
| industrials id i 
| All 80.0 800 + 23 ~22.1 
| — Nfat “936 934 -09 -186 
| — Metals 718 720 +48 -245 
Sterling index 
| Allitems 100.0 984 + 11 -226 
| Food | 115.4 3121 - 08 -223 
| Industrias — 
Ali 86.7 865 + 33 -230 
| Ntat 101,4 1009 + 02 -196 
| Metals 77.8 778 +60 -255 
| SDR index ER 
| Allitems 93.9 927. = 00 -201 
Food 1083 1056 - 19 -197 
industrials 
| Al 813 — 815 +22 -205 
| Nfa? 95.1 951 - 10 -170 
| Metals. ia O RBO E + 47 co 230) 
| Gold. e 2 
| § pet ad: 29545 — 290. 7$, .- 23-109 
Crude oil. North Sea Brent 
| $ per. barrel at 















| COMMODITY PRICEINDEX | - 
| The Economist's dollar food - 
| index has fallen by nearly a third from its 
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FINANCIAL INDICATORS 


STOCKMARKETS All ofthe markets in our table fell in the week to July 29th. Tokyo fell 2.6% 
on July 27th after a new prime minister was chosen. New York fell 2.3% during the week, as 
concern mounted over possible interest rate rises. 

















Share price indices = % change on 
1998 one one record Dec 31st 1997 
Jul 29th high low week year high in local ins 
SSE Ee eee ______turrency — terms 
Australia 2,6932 28814 2,5249 = 2j - 15 285. « 29 ECHO 
Austria 1,465.0 1,628.6 1,245.7 - 48 - 06 2187 a4 131 +147 
Belgium 3,542.3 3,632.1 2,405.0 - 20 +36.4 = 2E 4 465 + 48.4 
Britain 5,844.1 6,179.0 50688 - 24 +186 -54 + 138 +136 
Canada 7,000.1 78223 6,2400 - 48 + 22 -1u5. « 4$  —05 
Denmark 7287 778.8 667 1 - 38 +13.1 EN « 2 ANA 
France 2,654.1 2,799.7 1,873.1 - 20 + 33.0 RES 4 JU +38.1 
Germany 5,853.6 61714 4,087.3 242 +324 ah” 4 377 +397 
Italy 1,541.5 1,654.4 1,053.2 - 38 +66.8 - 68 + 464 +479 
Japan 16,158.) 17,2643 14,6644 - 08 -20.1 -585 + 59 - 32 
Netherlands 1,244.9 1,315.6 892.0 - 41 +27.6 ~ 54. + 364 + 38.1 
Spain 907.9 947.6 632.6 - 13 ae. «42 + 435 +453 
Sweden 3,767.5 3,955.6 2,853.1 - 30 $166  Á—- 48. + 255 +259 
Switzerland 8,102.7 84120 6,062.1 - 29 + 367 « $2 4 203 — 25 
United States 89150 93380 7,580.4 = 23 + 80 he; — eT «127. 
World" 10834 1,143.0 8965 - 30 * 106 - 52. + 157 +157 


——  — M MÀ — 





*Morgan Stanley Capital International index includes above markets and eight others, in dollar terms 


MONEY AND INTEREST RATES American Treasury-bond prices drifted lower, while Brit- 
ish government-bond prices edged higher. Switzerland's 12-month rate of growth in broad 
money slowed to 0.3% in May, down from 6.3% a year earlier. 




















Money supply* Interest rates % p.a. (Jul 29th 1998) 

% rise on year ago over-  3-mth money market banks bond yields Eurocurrency 

narrow broad night latest year ago prime gov't? corporate — 3 mths bonds 
Australia £118 «55 May 5.02 5.16 490 | 875 555 610 519 538 
Austría +58 +19 May 337 3.60 3.40 650 473 na na — 557 
Belgium +36 +51 Aw 353 360 3157 | 725 478 577 363 443 
Britain +55 «90 n 7.13 7.63 7.05 850 578 619 7.63 623 
Canada +126 +49 wn 468 — 492 331 650 545 602 498 539 
Denmark na *37 n 385 4.18 3.62 6.75 484 702 413 471 
France +10.0 +50 May 338 3.50 3.32 655 468 492 388 439 
Germany +62 +43 jun 332 3.53 322 490 460 4.65 355 434 
Italy +12.2 410.1 May 5.19 4 88 6.88 788 494 535 478 464 — 
Japan £77. +35 hn 038 0.63 3.54 163 — 160 143 048 103 
Netherlands +71 +74 Aw 3.38 3.38 3.25 525 466 5.08 344 435- 
Spain +114 +17 wn 418 4.35 5.29 700 484 5.15 431 449 
Sweden na +28 wn 400 412 421 457 483 490 423 456 
Switzerland — «61 +03 May 181 1.94 1.50 388 — 302 330 191 254 
United States +09 +101 un 5.31 5.49 5.57 850 552 667 563 5.47 


t Ten-year bond rates (United States 30-year 5.77%, Japan No.182 1.28%), 


*Narrow. M1 except Britain MO, broad: M2 or M3 except Britain M4. Sources: Banco Ambroveneto, Banco Bilbao Vizcaya, Belgian Bankers’ Assn, Chase 
Manhattan. CA I8 investment Bank, Commerzbank, Crédit Lyonnais, Credit Suisse First Boston, Den Danske, Deutsche, Generale, 1 P. Morgan. Paribas, Royal 
Bank of Canada, SE-Banken, Svenska Handelsbanken, WEFA Group, Westpac, Datastream ACV. Rates cannot be construed as banks’ offers 

















E HOUSEHOLD SAVINGS Belgian 
households remain the thriftiest in the 
OECD. Personal savings are expected to ac- 


count for 15.8% of households’ after-tax in- 


come this year, up from 14.4% in 1988. Ita- 
ly’s savings rate is forecast to fall to 10.5% 
this year, down from a hefty 17.3% a de- 
cade ago. Households in Sweden, Finland 
and Norway were net borrowers in 1988; 
now, they are net savers. 


Savings ratios 

Household 

as % of disposable household income 
5 


- 2 LN EA 


15 20 
Mem * 





TRADE, EXCHANGE RATES AND RESERVES The Canadian dollar fell to a record low of 1.50 against the American dollar. Australia's 
visible-trade deficit widened to $486m in June, owing toa rise in imports. Its 12-month deficit grew to $2.4 billion, from only $0.6 billion in 
May. In trade-weighted terms the Australian dollar fell by 1.4% in the week to July 29th; the yen lost 1.4%. 




















Trade balance*, $bn Current account, $bn Exchange rate Currency units per $ Currency units Foreign reserves* $bn 
latest latest 12 latest 12 mths trade-weighted* jul 29th year ago per per per per latest year ago 
month months Jul 29th year ago £ DM ecu euro$ ae ' EN 
Australia - 0.49 iun - 24 - 146 a1 82.8 94.0 164 134 2.69 0.92 182 183 139 Ma — 142 
Austria - 1299188 — 49 - 32 May 103.5 101.8 25 129 205 7.04 139 1384 20! May — 206 - 
Belgium + 087 wn + 116 + 13.5 Mar 103.0 101.1 366 39 601 20.6 407 4056  98May "71! 
Oritein —^ - 304 My —266 - O2Q1 1043 A— 10433 &—& 3 —061 &— 061 &.— àà. - &w 034 &— O68 069 A39 3)01Mw 357. 
Cada + N16 My «137 — $— 11201  — 789 — 852 ^ à— 150 &— 138  &— à à 247 _ 085 à. 167 $168 à. $204 My $209 
Denmark *012Ap + 35 + 05Q 105.6 103.2 6.76 300 |. did 3M 752 751 168 May — 167 
+ 241 May + 302 + 403 Apr 106.4 103.6 5.95 6.19 977 3135 661 660 365Ax 302 
Germany + 795 May + 75.1 + 39 May 104.7 101.7 177 1.84 2.91 á 197 197 799 Ma — 816 
Italy + 2.74 Ma + 269 + 30.5 Mar 76.2 75.7 1,750 1,791 2.873 987 1,945 1,948 495 May 434 
Japan 411.70 May «115.9 4109.6 May 108.6 1314 143 118 234 80.4 1658 458" 2058 May 220.6 
Netherlands + 087 ASS + 164 .+22194 ° 1023 1003 200 207 3.28 1.13 132 232 230Mw 275 
a I.M 193. + ke Fa 753 315 155 247 849 167 167 67.6May 6217 
Sweden —  * 152)m + 174 + SS My 848 85) 7927.96 1380446 880 880 129Mw 137 
Switzerland + 0.13 Ap + 02 + 21.1 QI 105.6 DAS 19 $015 2 44 0.84 165 164 338Mw 355 - 
United States -2280 May -2146 —  -1654Q! 133 — 57 — — - —— - 164 — 056 11! 11 597My 570 


* Australia, Britain, France, Canada, Japan and United States imports fob, exports fob. All other cifffob. *1990=100, Bank of Engiand tExcluding gold, IMF definition 


&Forward rates for delivery January Ist 1999, calculated by J.P. Morgan. &8Not seasonally adjusted 
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. EMERGING-MARKET INDICATORS 


ECONOMY South Korean industrial production continued to fall: the 12-month rate of | 
decline hit 13.3% in June. Hong Kong's consumer-price inflation fell to 4% in the year to June. | 
In the same period, Singapore's prices fell 0.2%. Argentina's current-account deficit widened 
to $11.2 billion in the year to the first quarter. 


| 
| 


| 





B BURGERNOMICS The Economist's 
Big Mac index offers a light-hearted guide 
to whether currencies are at their "correct" 
levels. It is based on the theory of purchas- 
ing-power parity (PPP)—the notion that an 
identical basket of traded goods should 
cost the same in all countries. The Big Mac 
PPP is the exchange rate that would leave 
hamburgers costing the same in each 
country as in America. For example, divid- 
ing the local-currency price ofa Big Mac in 
Indonesia by its American price gives a 
dollar PPP of 3,954 rupiah. The actual dol- 
lar rate is 14,100 rupiah, which suggests 


that the rupiah is 72% undervalued: a dol- | 


lar can buy nearly four times as many Big 


| Macs in Jakarta as in America. In South 














Korea a Big Mac now costs $2.41, up from 
$1.53 at the start of the year. According to 
the Big Mac index, few emerging markets 
have overvalued currencies; Israel, Ven- 
ezuela, and Chile are exceptions. Helsinki 
is the most expensive place to buy a Big 
Mac. It costs $3.70, 40% more than in 
America. The chart suggests that the yen is 
259; undervalued against the dollar, and 


the p-mark 6% overvalued. 
The Big Mac index 
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Brazil 2.53 
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South Korea 2.41 
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% change on year earlier Latest 12 months, Sbn Foreign reserves, $bn 
GDP Industrial Consumer Trade Current Latest Year ago 
production prices balance account 
China + 6.8 qm ~ 99 jun wo i$ 3 lun +45.0 dun +24.6 1997* 140.93 jun 120.93 — 
Hong Kong - 20 qr “400 + 40A -176 my - 66 m9 962 ap 636 
india + 43197 +45 My + 105 My = 7.0 My — 62 199 266 Ap 23.0 
indonesia - 6209 41079 + 595m +17.7 My -580 16.9 ap — 195 — 
Malaysia — - 180 -86Mw + 62. 538^» -4Bw £423 me £270 
Philippines + 17 c - 77 + 107.9  -76My — - 43 08 7.8 Ww 10.4 
Singapore + $560 45 May O2 um  -O05).» 41360 76.17 aor 7907 | 
South Korea  - 3801  -133 un + 75 4198 un — «19.6 May 38.8 May 327 
Taiwan e590 54k + 14 xa 4630 + 57 a1 844 My 90.0 
Thailand - 0419  -ló2a» e 1074 32A + 2901 267 tay 323 
Argentina + 69 Q) + 5.8 un + 11 bn - 6.1 May -11.2 Q1 234 May 19.1 
Brazil + 110 +24 My + 45 bn 5724 ~325 @ 732 Agr 54.1 
Chile ^ *720 - 36My -+ SA. -300 -5105 164 my 165 
Colombia £470 + 78a  *207. — -3ih —- 55 wr 91 we 96 
Mexico * 66 0! + 60My + 15325. -45 mn -1070 310 M» 24.5 
Venezuela + 5.1 1997 na bie 39.0 jun +95 ue + 60 1997 12.5 May 12.6 
Greece + 35 1997 + 37 Me + 52 un -18.1 reb - 48 reb 183 My — 154 
Israel + 160 € 384A» + 42 No ET ie BIN 215 May 165 
Portugal — +3719 «83M» + 29). -102m —- 65 May 153 Aw 152 
South Africa + 10 Qi - 37 Ww. + 52 iun + 2.3 May - 19 0 44 Ax 2.1 
Turkey «720 + B6 Mw + 906 wm -2224w ~= 24 Mur 258 May 159 
Czech Republic - 0.9 o € 75 May + 120 Jun - 2.9 iun - 350 110 May 10.0 
Hungary + 490) +17.2 My * 142). - 20 My - 10 My 96 ww 86 
Poland «650 — *95Mw + 122) č -ll6My — - 4A My — 231 Mw 17.7 
Russia - 160 - 252a  * 64 in +147 a 43304 956 May 15.9 





*Estimate. "Includes gold. t Visible and mvisible trade balance. &New series 





FINANCIAL MARKETS 


Moscow lost 13.5% in the week to July 29th, as doubts were raised 


, over its austerity package. Hong Kong fell 7.3%, pulled down by a poor earnings outlook and 
by concerns over the stability of the Chinese currency. The Indonesian rupiah strengthened 
by 6.4% in the week to July 29th after a Paris meeting of Indonesia's donors. 




























































































Currency units Interest rates Stockmarkets % change on 
per $ per £ short-term Jul 29th Dec 31st 1997 
Jul 29th yearago Jul 29th % p.a. one in local in $ 
week currency terms 
China 828 829 136 8.10 1,396.3 +12 + NO + 109 
Hong Kong 7.75 774 (127 8.75 18088 = -73  - 272 = 272. 
india 425 357 69.8 7.75. 32199 - 37 120  - 188 
Indonesia 13300 — 2,575 21,843 5440 4851 +04 + 208 — 501 
Malaysia 47⁄2 263 677 1100 386.0 - BS — - 351 38 7 
Philippines 42.1 298 69] 12.63 1,605.3 - 62 uc ea. = 166 
Singapore 172 147 282 559 10540 + 01 u MT - 194 
South Korea 1244 892 2,042 1300 — 3444  -49 - 85 + 248 
Taiwan 343 28.6 564 7.10 7,7753 -13 - S0 - 96 
Thailand 40.8 317 — 670 16.50 263.5 -80 - 293  - 165 
Argentina 1.00 0.99 1.64 11.10 596.7 - 3,1 - 132 - 132 
Brazil tie, 208 191 2020 10,541.0 -34 + 34 — 05 
Chile - 466 417 765 13.76 4,106.5 - i4  - 143 .- 194 
Colombia 12 — 110 2253 3605 — 1006  —061|  — 233 — 293 
Mexico = 893 7.76 147 200 4,340.3 -49 = 170 - 251 
Venezuela 562 497 923 4768 4,7892 - 49  - 447  - 503 
Greece 295 287 485 — 1283 2,715.6 -31 + 835 + 764 
israel 3.66 A55. - &00- — BOO; — 0S +06 + 101 + 65 
Portugal — 8! 186 298 430 — 5.667 5 -21 + 499 + 518 
South Africa 6.18 459 1015 1961 6,905.7 -41 «13. - 123 
Turkey 270,010 159,650 443,437 68.00 Bo reese T $ 26 = 59 
Czech Republic — 311 34 5 51.1 14.19 478.5 -34 - 34 + 76 
Hungary ^ 216 196 354 17.15 8,265.8 SIT. 39^ - 23 
Poland 3.42 347 5.62 20.08 16,346.9 -51 + 14 + 148 
Russia 628 5.8! 10.31 60,00 — 1480 -135 — - 627 - &A4 


| Sources: Natonal statistics offices, central banks and stock exchanges, Datastream/ICV; EIU; Reuters; Warburg Dillon Read; LP. Morgan; Hong Kong 
Monetary Authority, Centre for Monitoring Indian Economy; Bank Negara Indonesia, Malayan Banking, Philippines National Economic and Development 
Authority, Hoare Govett Awa; FIEL. Baring Securities: Merrill Lynch; Bank Leumi Le-israel: Standard Bank Group; Akbank; Bank Ekspres: Deutsche Bank; 


Russian Economic Trends 
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GERMAN STATE» 
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_ THAT'S NEARLY USS 556 MILLIONS 


| 
The 10 1st modern NKL-Lottery: 


Nearly 400 years now, the NKL (Nordwestdeutsche Klassenlotterie) has been 
awarding MILLIONS OF DEUTSCH MARKS to people all over the world. 
Now the YO German States celebrate the 101st Super-Lottery: There 
will be a firework of prizes in the million range! This is your chance! Take 


advantage of the additional prize payout of the DM 34 Sunday-Millions! 


WINNING-CHANCES are guaranteed: 


With the limited number of tickets (1,500,000) more than “my second 
ticket will win! But still you can improve your chances with the Combi- 


Strategy: With a 7/4-Combi the odds increase up to 99%! 


Choose your Jackpot-size: With the ticket-share you choose your size 
of the prizes which are assigned to the Official 
Winning Plan of the daily drawings! The absolute 
rodant will be DM 10 Million! Altogether 
there are 160 prizes in the million range! 












2,5Mil. 











ap io": 
_) 7/4 - Comb - Combi 
gr DM: 2127,- 354,07 "HE 1.827. 304,50 aa 
in £ Se 734.4 122.00 |j in £ St 630 105.00 in È St 
inUS$ 1216-R 202 50€ EinUs$ 1044-8 17400 ‘Bin us 













Cx) 25M 2 5M. 
. ) 9/4 - Combi _) 3/4 - Combi 










in DM: 1.527,- p 254,502 in DM: 927,- i 154,50- 
in € Stg 527 88.00 t in Ê Stg 320 53 sof 
in US $ 873.-R 145.50 € in US $ 530-R 88.50 
—M  —— ee | 


The prices shown above in uss 
credited with exchange rate of the date of rece 
charges). If you pay by bank transfer, personal 








Remitto DM bank draft i 
UM ata atlas 


currencies, you must 


998. Should you order later, enclose draft with your order, We wish you good luck! 
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AMD y 


State accredited 
Lottery-Agency Wessel 
German State Lottery 
Only valig where legally permitted 





359. R 
and £-Stg. ore only approximate. Payments mode in currenci | other hie DM sf be 
oinenendiad se 


necessary 
S aT bg made payable to L-A Wessel. If the payment is not included, payments should arrive not later then 


...] Please rush me your information package only! It's FREE. 
FAX-Order: +449 - 40 - 39 86 61 33 


L.-A. WESSEL, P.O.BOX 50 16 40, 
D - 22716 HAMBURG, GERMANY 





rlliows and .. 


other dreamtli 
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Additionally there will be 
300 vacations, 300 diamonds, 
225 Mercedes and 225 Jeeps too! 


Starting on Sep. 25, 990 


How your prize is paid out: 


You'll receive a written winning notification immediately. All prizes 
are free of German tax and are paid out in full directly to you anywhere 
in the world. Everything is kept strictly confidential by Wessel. 


Wessel provides worldwide service: 


Wessel has been providing lottery-services os a state accredited lottery 
agency on behalf of ten German states since 1893! 


All of our customers become a member of the Wessel Gold-Club. You can 
collect bonus-points while playing the NKL-lottery and exchange them 





later for high quality premium 


rs. There are no extra club charges! 


To order your Ticket / Combi for the 101st Super-Lottery, please 
fill in the attached coupon now and return it to us. You will receive your 
personal Document-Folder with the original tickets, the Official Winning 
Plan, your club card and our club brochure immediately! 







L.-A. Wessel, P.O.Box 501640 


D-22716 HAMBURG, GERMANY Wessel, 


Phone: ++49-40-398661-23 STATE ACCREDITED LOTTERY AGENCY 





F 101st LOTTERY ORDER COUPON "7$ 

—] Yes, | went to win! NKL Sap 25, 00 Mac 1299. ADDRESS Oue Cwr. Cna es Mil RM 
2 Mill. TON. 
2 M | 


11 -Ticket 


1.227.- 204,50 


Answer of ye mor English 





FULL NAME 












$ 70.50 STREET and NUMBER ^J PO BOX 
701.-& 117 00 
CITY, COUNTRY. POSTAL CODE = 
YOUR FAX-NO. or E-MAIL =. a 
36.00 " ‘ : 
59.50 PAYMENT fe With c ve enclosed! x Alter | of 
(Please add DM 5 bank charges) tickets invoice! 


a Charge my credit card for the entire lottery! 
(Only valid for one fime payment plus 5% handling fees Expiry Date 


STOTT 


af = 
Number 





Card Holder Signature 
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It's not just a new coin. 
It's a new way of doing business. 





You've heard about it. You've read about it. The euro is uniting Europe under one currency. 
A big idea that will create some big changes in the way business is being done. 
Currency risk will change and capital will flow more freely. Merger activity will increase 
as businesses are adjusting to changes in the marketplace. And that's just the 
beginning. Businesses that want to stay in business will need to find ways to continue 
growing while these changes are taking place. Fortunately, we've had some 
experience. Citibank has been helping customers grow for more than a century. 

And though change of this proportion may challenge a lot of people, 
to us it's just business as usual. 


€ 1998 Citibank THE CITI NEVER SLEEPS® 
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not surprising we handle one in three of all securities claims 
litigation c . Call your broker or simply visit www.aig.corm 


ROTECT AGAINST THEM. MANAGEMENT LIABILITY COVERAGE AIG 
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CATHAY PACIFIC 
NOW WE'RE 


TWICE-A-DAY 
EVERY DAY, 


ip “es ~~ a 


NO OTHER AIRLINE 


GIVES YOU MORE FLIGHTS. 


Fly Cathay Pacific. The Heart of Asia. 
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LETTERS 


Boom or bust? 


SiR—You appear to say the Amer- 
ican stockmarket is booming 
(July 18th) because of the equity 
premium calculation. You as- 
sume people rationally weigh 
risks and invest where returns 
outweigh those risks. In fact, the 
market is soaring for two reasons. 
First, baby boomers are hitting 
their 50s and want more money 
for retirement. Second, younger 
workers do not believe Social 
Security will exist when they 
need it. Both of these groups are 
pouring money into the stock- 
market because it is the only 
place they know to put it. The 
value of the underlying securities 
does not even enter their minds. 
The bust will occur when 
stockholders realise the current 
market is a variation on a pyra- 
mid scheme. When they start 
removing their money to use for 
other purposes and new money 
fails to appear, the market will 
drop as fast as it has risen. The 
question is when, not if. Just ask 
anybody who “invested” in base- 


ball cards in the 1980s. 
Huntsville, 
Alabama Jerry HOLTON 


Sir—In your special you refer to 
my paper with George Constanti- 
nides and John Donaldson. Our 
paper has the additional impli- 
cation that the equity premium 
will remain high as the popula- 
tion ages and the proportion of 
45-65-year-olds increases. 
RAJNISH MEHRA 
Chicago ^ University of Chicago 


The Economist, 25 St James's Street, London swia 1HG 


Sig—Predicting a correction or 
even a crash of American or Euro- 
pean stockmarkets has been bad 
business for most of the past 
seven years. Bears have either dis- 
appeared or are not listened to 
any more. Astonishingly, the 
writers of several bearish articles 
in The Economist have not yet 
been fired. But, after all, Cassan- 
dra was right too. 
La Tour-de-Peilz, 
Switzerland DANIELSIGNER 
ES 





Taking sides in Angola 


Sır—The tragic saga of Angola's 
recurrent nightmare (July 25th) is 
neither inevitable nor in the 
hands of the Angolans. Peace 
came to Mozambique, even after 
a generation of bitter war, 
because it is a small, poor coun- 
try with little to plunder. Angola 
is vast, rich and strategically vital. 

The question, as always, is 
who is financing uNiTA, and 
why? Yes, uNiTA has diamonds 
but it cannot operate without 
weapons, supplies, equipment 
and soldiers. When outside sup- 
port stops, as happened after Nel- 
son Mandela took office in South 
Africa, UNITA simply cannot sus- 
tain itself. 

UNITA's current allies, French- 
speaking countries with close 
links to France, supported the 
old regimes of Rwanda, Congo 
and Congo-Brazzaville. It is no 
coincidence that the Hutu mili- 
tias trekked through Congo to 
Angola, where they could expect 
a warm welcome from UNITA. 

The real power behind UNITA 
is France, determined to further 
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FAX : 0171 839 2968 


its goals in Africa, and to frustrate 
America's dream of a pro-Ameri- 
can English-speaking block 
stretching from the Cape to 
Sudan. The genocide in Rwanda 
was à direct consequence of this 
proxy war being fought between 
America and France in Africa. 

Antwerp PIETER HINTJENS 


— 





Digital information 


SiR—You say that Morse code was 
the first form of digital signalling 
("Unwired", July 18th). I vote for 





the heliograph. 

Westmount, 

Canad DOUG ELLICE 
Language barrier 


SiR—As you point out, opportu- 
nities for bilingualism in Wales 
(July 18th) are being elbowed 
aside to make Welsh appear to be 
the dominant language. 

I recently removed my daugh- 
ter from an otherwise ideal pri- 
mary school in protest at the 
refusal of any teachers to add a 
few minutes of English teaching 
per week to what is now a wall-to- 
wall Welsh syllabus. Half of the 
children at the school are from 
English-speaking families, and 
everybody uses English, but the 
aim seems to be full cultural 
reprogramming rather than pro- 
moting easy co-existence. The 
parents have never been consult- 
edon thebanning of English. The 
issue looms, undiscussed and 
poisoning community relations, 
in all schools where the feelings 
of English-speaking and cos- 
mopolitan Welsh parents are 


being studiously ignored. 
Cardigan, 
Wales ERICSHELDON 


SiR—Most Welsh speakers and 
Welsh-language activists would 
deplore the intimidating actions 
ofa few hotheads. But the intoler- 
ant actions of these fundamen- 
talists must be considered in the 
context of a minority language 
besieged by the culture of a 
strong neighbour. In my experi- 
ence a great degree of tolerance is 
shown by Welsh speakers who, 
contrary to myth, will always 
speak English in the company of 
English monoglots however 
small a minority they may be 


E-MAIL : letters@economist.com 


within a group. If English-only 
Welsh are “uncomfortable” 
about language policy they have 
the obvious option: learn Welsh. 
Ynys Mon, 

Wales JEFFREY WILLIAMS-JONES 
SS eee 


Chemical disarmament 


Sir—Your article on chemical 
disarmament (June 6th) did an 
excellent job of presenting the 
maze of information surround- 
ing the issue. However, you say 
that Jordan has signed the Chem- 
ical Weapons Convention but 
has yet to ratify it. Jordan ratified 
it in October 1997, setting an 
important precedent for future 
ratification in the Middle East. 
DONATO KINIGER-PASSIGLI 
Organisation for 
the Prohibition of 
The Hague Chemical Weapons 








Grass roots 


Str—As lawn becomes the stan- 
dard coast-to-coast ground cover 
(July 25th), the biological richness 
of the landscape dwindles. In our 
state, less than 4% of the native 
prairie flora remains, and with it 
declines the co-dependent fauna. 
Increasingly, though, home-own- 
ers are joining the burgeoning 
natural landscaping movement, 
with help from organisations 
such as The Wild Ones. 

Sadly, the popular desire for 
the perfect lawn is tied to the 
home-owner's use of the property 
as an investment. Because lawns 
are believed to raise resale value, 
there is a strong disincentive to 
experiment with alternatives. 
Woodstock, CARON WENZEL 
Illinois STEPHEN WENZEL 


Sig—You fail to mention the true 
reason for the mysterious 
"savannah syndrome": people's 
preference for short grass. 

In the countries of East Africa, 
this preference is observed 
among antelope and gazelle. 
They gather on short grass plains, 
well clear of tall grass. Our fore- 
bears, savannah-inhabiting apes 
and early humans, were selected 
over millions of years and the 
instinct lives on: go into the tall 
grass, and you will satisfy a lion. 
Munich HANS-GEORG MICHNA 
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We are seeking a top-ranking professional who can drive and 
develop one of the most innovative initiatives to have arrived 
in the insurance world in recent years - Lloyd's Japan. 

| Based mainly in Tokyo, your aim will be to significantly 

| a increase our business in the Japanese insurance market against 

z intense competition. You will identify marketable products 

and devise strategies that open up the distribution channels, 
is You will be supported by teams in Tokyo and London. 

— . Mou must have a proven record of delivering profitable 

i — businessi in a highly competitive and challenging environment. 

* "Either a broking or underwriting background will be 
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Opportunities in 
International 
Healthcare financing mechanisms and performance improvement. 
Consultin g Leading International Healthcare Consultant 
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KPMG. 


means business London E14 5AB. 
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Managing Director - Lloyd’s Japan 


LLOYD'S 
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KPMG’s London-based Internationa] Healthcare Team works in industrialised, developing and emerging 
economies to support the development of stronger, more equitable healthcare systems. Our overseas 
portfolio is built around health sector reform, organisational development, wi as of effective 


We are seeking an exceptional health specialist to manage high profile assignments and to play: a 
central role in marketing the team internationally. Your track record of providing valuable strategic: 
advice to healthcare organisations in low or middle-income countries will be supported by the ability 
to build business with leading health sector clients. You will have forged strong links with ministries 
of health and with key institutions backing reform. Technical leadership and excellent relationship 
management, team-working and project management skills are indispensable. 


International Healthcare Consultants 
An innovative thinker, with an excellent grasp of health sector reform issues, you will have spent at 
least two years working in health sector change in one or more middle or low income countries. 
You will be keen to expand that experience by working in multi-disciplinary teams. Strong written 
and oral communication skills are essential, as is a commitment to delivering sustainable benefits. 
Your strong academic background is likely to include a Masters degree in health policy, planning or 
economics, while Spanish language skills would be an asset. Assignments will vary in duration, but 
you must be willing to work abroad for up to four months at a time. 


To apply, please send a concise CV, including details of your current remuneration package, 
to John Harbinson, Resourcing Manager, KPMG, 10th floor, 1 Canada Square, Canary Wharf, 













considered. An empathy with the Japanese way of wor in 
key, as are considerable credibility, confidence, re il ; 
the determination to deliver results. The people man pg 















skills to maximise the performance of a Japanes 
be balanced by the communication — 
colleagues and underwriters in the UK. 

The right candidate will appreciate the sdb ta 
advantages success in this position will bring, 

Please write with full CV, quoting re 
The Response Management Service, Associates in 
(AIA), 5 St John's Lane, London ECIM 4BH. 


Up to £60k + benefits package ; 


Up to £40k + benefits package 









Statistical Adviser 
Human Development Report 
New York 





The United Nations Development Programme (UNDP) is the United Nations’ 
largest provider of grant funding for development, as well as the main body for 
coordinating UN development assistance. We are currently seeking a 
Statistical Adviser for the Human Development Report. 


The Human Development Report is UNDP's flagship report, published annually, 
with a circulation of 100,000 copies in 8 languages. The report analyzes 
development issues of current global concern. Global consumption patterns, 
trends, poverty, economic growth and gender have been themes of past reports. 


The hallmark of the Report has been the innovative use and presentation of 
statistics and quantitative data. Particularly well known is the Human 
Development Index estimated for 174 countries. The Human Development 
Report, with its changing focus, has had a wide impact on policy debates and 
thinking among policy makers, development professionals, the academic 
community and the public. 


The Statistical Adviser leads the statistical work in the Human Development 
Report. Reporting to the Director of the Human Development Report Office, 
you will be responsible for the design and preparation of the annex "Human 
Development Indicators" with some 40 tables for 174 countries and estimation 
of the Human Development Index and other composite indexes. Additionally, 
you will keep up with the latest developments in international statistics, and 
network extensively to participate in the development of innovative indicators 
of human development. 


Qualifications: 


* The selected candidate will be a dynamic professional, committed to the 
objectives of advancing sustainable human development, and highly 
qualified in the quantitative analysis and methods in areas of human 
development concern. 

* Postgraduate degree [preferably Ph.D.) in Statistics or Economics or other 
social sciences with a strong focus on quantitative methods 

e Significant experience in using and presenting data on social and economic 
issues and ability to exercise judgement on data quality and relevance, 
knowledge of available data series and their strengths and weaknesses 

* Ability to be creative and innovative in the use and presentation of data 

* Computer literacy and familiarity with the latest electronic processing 
technologies 

* Interpersonal skills necessary to establish good working relations with the 
statistical community 

* Disposition to working as a team player 


UNDP offers a competitive salary and benefits package. Interested candidates 
should forward a detailed curriculum vitae and salary history, no later than 3 
September 1998, to: Director, HDRO, Attn: Ms. Renu Corea, Room UH-807 or 
Mr. Hakan Bjorkman, Room UH-605, 336 E. 45th Street, New York, NY 10017, 
USA; FAX: (212) 906-3677; E-mail: hdro@undp.org. Qualified women are 
strongly encouraged to apply. We will only be able to respond to those 
applicants in whom UNDP has a further interest. 
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UNITED NATIONS DEVELOPMENT PROGRAMME 


ICG is a 























UNITED NATIONS ` NATIONS UNIES 





DIVISION FOR THE ADVANCEMENT OF WOMEN 


Department of Economic and Social Affairs 


The United Nations is seeking a high-calibre professional, with 
wide-ranging experience in gender issues, for a senior level post in 
the UN Secretariat, New York. The selected candidate will provide 
intellectual leadership and policy advice on all gender issues, 
including the integration of a gender perspective in addressing 
global development and human rights issues. He/she will manage 
| the Division for the Advancement of Women, including the provi- 
sion of secretariat services to the Commission on the Status of 
Women and the Committee on the Elimination of Discrimination 
against Women. He/she will provide strategic advice to the Special 
Adviser to the Secretary-General on Gender issues and 
Advancement of Women and will direct the Division's collaboration 
with other UN organizations, governments, intergovernmental and 
non-governmental organizations and other actors of civil society. 


The candidate must have an advanced university degree in a rele- 
vant field such as Economics, Law, Political Science, or Sociology, 
and 15-20 years of professional experience, including experience 
at the international level in the management of multidisciplinary 
programmes dealing with gender issues and the advancement of 
women. Perfect command of English or French is essential. 
Working knowledge of the other is highly desirable. Preference will 
be given to equally qualified women candidates. 
Competitive salary and attractive benefits package.Deadline for 
applications: 31 August 1998. Detailed curriculum vitae including 
date of birth and nationality should be sent to: 
98-A-ESA-103-NY/recir./GS, Staffing Support Section, 
Office of Human Resources Management, Room S-2560, 
United Nations, New York, NY 10017. 
Fax no. (212) 963-3134. E-mail address: staffing G un.org. 
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he Government of Bangladesh is collaborating with private industry groups in 
Jaring a three-year Export Diversification Project which is expected to be 
ported by a Credit from the World Bank Group's International Development 
xdation (IDA). Expressions of interest are invited from qualified firms wishing to 
for any of four contracts to help implement the Project by providing expert 
isóry, training and other services: 
. Project Coordination and Development. A central unit will be 
tablished under the Ministry of Commerce, with participation by the National 
ard of Revenue (NBR) and the Federation of Bangladesh Chambers of Commerce 
and Industry, to help expedite and monitor implementation of project activities. It 
< will also be charged with: 
* developing a strong capability for identifving and analyzing policy, process and 
infrastructure constraints on export activities, * advising on the strengthening of 
relevant institutions in areas such as protection analysis, trade cooperation, and 
export promotion, and * helping develop other subprojects to support product and 
market development. Contract staff are expected to comprise a chief technical 
advisor, a deputy advisor, a financial officer, a part-time procurement specialist and 
|). short-term experts on export issues and institutions. The CTA and some of the short- 
. term experts must have extensive international experience in. export development. 
2) "Matching Grant Facility Management. An MGF is to be established to 
elp “make a market" in export services by providing 50:50 grants for innovative 
luct and. market activities by private export firms and service providers. Under 
he supervision of a Board comprising private and public representatives, a 
“Management contractor will be expected to exercise considerable initiative and 
autonomy in managing the Facility by applying criteria laid down is a Statement of 
^. Policies and Operating Procedures. In addition to evaluating. applications under the 
. prescribed criteria, the contractor will promote the Facility, assist exporters and 
industry associations to develop eligible proposals, and help them identify sources of 
advisory and information services. The firm to be selected to provide a team - 
comprising international and local managers, short-term expertise and home office 
technical back-up - should have a strong reputation for tigris in managing this 
type of Facility. 
(3) Protection Analysis and Trade Cooperation. A subproject will be located in 
the Bangladesh Tariff Commission, but also involving Ministry of Commerce units, 
to strengthen the Government's capability in the areas of protection analysis, trade 
cooperation (negotiation and compliance monitoring and support), and information 
systems to support those activities. The selected firm's consulting team will comprise 
long-and short-term international and local consultants with strong experience in: 
* transferring technology and skills in effective protection analysis at the economy- 
wide and subsector levels and in conducting dini and other techniques for tariff 





























Primary responsibilities: 

* Manage a European network of research professionals specialised in 
the utilities sector. 

* Develop a knowledge management process for dissemination to 
consultants. Liaise with Utilities Partner leadership for knowledge 
management strategy. 

* Develop and manage industry informations tools and systems. 
Identify key internal and external experts in the field. ` 

* Provide stewardship for personnel and financial processes. 

* Assist consultants in retrieving and applying best procuee 
information and thinking. 


i 
i 
Package to attract the best 


McKinsey offers an exciting and collaborative work environment, excellent training and development opponunities and highly competitive compensation 
The Company will participate in the initial stages of the recruiting process. 
Please send your CV, indicating the reference MAD-E-0702-E, to: 





A BNB Resources, plc company 
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| Four consultancy contracts to help Bangladesh diversify its exports 





McKinsey & Company is an international management consulting firm with. 74 offices in 38 
countries, serving the leaders of large organizations on matters of strategy, organization and. - 
operations. Our mission is to help clients make positive, lasting, and substantial improvements —— 
in their performance, and to build a great Firm able to attract and retain exceptional people. : 
The Firrn approaches key markets through ` 
service delivery. For the major, growing utilities market, the Company seeks an outstanding 


European Utilities Practice Coordinator 








and competition policy investigation, * developing capacity - for tracking 
opportunities and obligations under all WTO and other global trade agreements, as 
well as regional and bilateral arrangements, to which Bangladesh subscribes, 
including procedures for invoking safeguards and responding to actions by trading 
partners, and * compilation, analysis and electronic processi ig of trade, “industry 
and other data for monitoring and policy analysis, and. of informe ieedec 
support the trade cooperation function. x. 
(4 Modernization of Customs Administration. T 
| of the Customs component of the Government’: 
Administration Modernization Programme (RAMP). Specifi 
* development of streamlined procedures for the cleara 
associated with exports (to pilot such procedures for al 
present semi-automated system for Customs data to “AS 
present and proposed new procedures, * developin 
bonded warehouse transactions to facilitate the use of this 
export production, * streamlining the schemes operate 
Drawback Office to better serve indirect exporter 
WCO, assisting staff and taxpayer training, furi 
activities to prepare NBR, Customs and the Bangi 
Phases il and IH (i.e. the substantial replacement of 
ex post tax audits supported by sophisticated modern: 
Contract staff will comprise long-and short-term intern 
with experience in modernizing and automating Cust 
operation of ASYCUDA and the development of hi 
investigation and audit. 
The short-listing, bid-preparation, selection and co 
conducted under IDA guidelines during September 21: 
advance of effectiveness of the Credit. Local partners € 
by the successful lead firms, and teams should be om 
thereafter. The firm which will be selected for Contrac 
and Development - may not be associated with firms) i 
three contracts. 
Expressions of interest at this stage should be sup 
relevant international experience of the firm and t 
expect to staff the contract if selected. They should be re 
September 20, 1998. For Contracts (1), (2) and. y: 
addressed to the Export Diversification Project Director 
Ministry of Commerce, Secretariat Bhaban 3, Dhak 
expressions for Contract (4) should be addressed to. - 
Project Director (NBR),Room 309, National Board of R 
Dhaka (fax 880-2-836143). 



































































































"Practices", which add more value and focus to its S 











Madrid or Stockholm 


Expected Credentials: 

* Knowledge and experience in the utilities industry, preferably electric 
power and natural gas. 

* 3 to 6 years business experience in utilities production analysis or - 
planning, distribution and/or marketing or project management. 

* Degree calibre, MBA preferred. | 

* Excellent written and oral communication skills in English, analytical 
skills, knowledge of software technology and database management. 

* Service orientation, self-starter, able to manage a team of highly 
qualified professionals across Europe. 

* Polished interpersonal skills, at all levels. 











NBS - 
C/ Padilla, 1-28006 Madrid - Spain 
Tel. 34 91 575 12 00, Fax 34 91. $75 24 48 
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As a leading international management consulting firm, we advise the top management of leading companies and 
institutions on issues of strategy, organisation, and operations. We have 76 offices in 38 countries with a bol staff 
of over 8,000. : 


To support the leadership group of our expanding Purchasing and Supply Management Practice, we are e seeking 


in close cooperation with other members of the Practice worldwide, you will have the following ky responsioiites: 

* Working as an integral part of our consulting teams to develop innovative and insightful solutions to dient 
problems in purchasing and supply management | , : 

* Advancing McKinsey's knowledge in the purchasing and supply management sector through | individual 
contributions, team leadership, and training programs P 

* Contributing to McKinsey's internal and external profile in purchasing and supply management by co-authorng 
articles, giving speeches, and participating in conferences. 





Ideally, you should have a first-class university degree and three to five years of experience in a | purchasing and 
supply management or product development function with responsibility for strategic sourcing at a major 
organisation. You should be fluent in English and at least one other language, and possess the following persorial 
characteristics: 

* Self initiative and motivation 

* Excellent problem-solving, communication, and interpersonal skills 

* The ability to work well in a supportive, closely knit, but geographically dispersed team 

* Astrong drive to extend and develop your knowledge and skills. 


We offer an attractive salary package and excellent benefits. If you are interested, please send a complete written 
application to the Practice Manager, Katarina Dempsey, McKinsey & Company, Inc., St.-Apern-Str. 1, 
D-50667 Cologne, Germany. 


Working with a range of partners in Russia and the UK including 
federal/regional government, the private sector, academic/training bodies 
and multilateral institutions such as the World Health Organisation and 
the -Morld Bank, the KHF supports a broad range of health-related 
projects and programmes. These are located primarily in Moscow, 
Yekaterinburg, Samara, Kemerovo. 


Health and | 
Population Country 
Adviser: Russia - 


The DFID has a special channel for development 
assistance to Russia - the Know How Fund (KHF). The 


You .will be responsible for: taking forward policy dialogue with senior 
health officials and politicians; developing a coherent multi-donor 
approach to health service development; identifying and developing new 


KHF works in a number of sectors including the health 
sector where the purpose of support is to promote 
better health - particularly of poor people - through 
sustained improvement of health services and wider 
social policy changes. 


Closing date for receipt of completed applications: 
lith September 1998. 


For further details and application form, please write 
to Appointments Officer, Ref No AH304/3C/SC/TE, 
Abercrombie House, Eaglesham Road, East Kilbride, 
Glasgow G75 BEA, stating Ref No AH304/3C/SC 
clearly on your envelope, or telephone 01355 843629. 
DFID is committed to a policy of equal opportunities 
and applications for this post are sought from both 
men and women, 


% Department for 
International 
Development 


io 


health sector projects; managing monitoring and evaluating project 
implementation and impact. Strategy formulation and implementation 
allied to extensive reporting requirements form key elements of your 
brief. 


Ideally you will begin working with the current postholder in the UK in 
December before taking up the post in Moscow early 1999, 


Qualifications 


You will have a medical qualification and at least ten years’ experience — — 
encompassing health sector project design and management 
implementation. Good interpersonal and communication skills will allow 
you to deal sensitively and credibly with senior Russian health sector 
officials, government departments, donor agencies and any other 
interested parties. Knowledge of Russian will be gbihtageous, 


Terms of Appointment 


Salary will be £55,000 negotiable, UK taxable. Additional T efits include |. 


living expenses, children's education allowances, as 5 well as fare-paid diee 
after 12 months. ! a 
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Faculty of [nw of the University of 
. Basel, Switzerland 





ations are invited for the post of 
ssor/Assistant Professor of 







(Full or half time) 


The post will be based at the Faculty of 
Law (5096) and the Basel Europainsti- 
tut (5096). Part of the curriculum will 
have to be tought in German. 






Applications by letter and CV (including 
list of publications) should be sent to 
the Dekanat der Juristischen Fakultát, 
3 Maiengasse 51, 4056 Basel, owitzer- 
ES land. 

x NX V «| Via Female applicants are especially wel- 
aS come. Closing date: End of August 
OX I *. 1998. For further information call 
OVTSXQN.— 4161-267 2531. | 


POLICY AND RESEARCH 
The Industry 
| Wind energy is the fastest growing source of energy world-wide. s recent years 
Europe has seen a 40% increase in installed wind energy capacity per annum. 
The company : 
EWEA is the Voice of the wind energy industry at an international fevel With 
15,000 members, it is the largest renewable energy association in the world. 
X The position 3 
^* Key position within the EWEA, reporting to the Chief Executive 
Ps Conducting research and analysis on issues concerning the industry 


Monitoring international legislation and preparation of reports and ado 
documents : 


Assisting in implementation of EWEA policy i 
Coordination of Working Groups activities and briefing of Board of Directors 


| Qualifications 
Proven experience of policy development 


Excellent strategic and analytical thinking based on a solid understanding of 
the international electricity power markets 


Ability to give clear and timely advice, sound political judgement 
Knowledge of workings of EU and UN institutions desirable — — 
Ability to translate ideas into actions 
Strong writing skills 
Computer literate (MS Office, Internet) 
University degree in economics. English mother tongue, know ledge ofa 
| second European language an advantage. 
522] Remuneration 
. | This is a full-time position/competitive salary 
EN Application 
>. Full career, salary details, three references and covering letter highlighting 
- o] relevant experience to: The Chiet Executive, EWEA, 26 Spring Street, London 
DI14127W2 HA. dnd E 
eee | Additional information: www. ewea.org 
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Economic Advisers 
UNDP 
Burundi and Guinea Bissau/Cape Verde 


The United Nations 5 Development Programme ie. is seek 











Verde mee offices. These two critical posi itions 
candidates the opportunity to provide high-level 
have a substantial impact on the country offic 
sustainable human development. Each selecte 
as the focal point for macro- -economic and Sec 
the country office. 























Under the supervision of the Resident Repres 
Resident Coordinator of the country office, 
will advise and engage in on-going dialogue wi 
terparts and other key national players on issue 
development and the mobilization of human and fina: ` 
to attain strategic development goals. The Economi 
responsible for advising on the design and implementat 
donor financed programmes for capacity building in economic- 
management, and for strengthening the policy analysis capaci ity of 

the country office. Gm 


































Qualifications: 


Requirements include a postgraduate degree (Master's minimum) i in sh 
Economics with strong orientation in. development economics: 7- 10 Du 
years' experience in providing high-level economic. policy advice - i 
preferably in the public sector and/or with the private sector in 
Africa; work experience in Africa; and fluency in one, and a good. 
working knowledge of another, of the following languages: English,- 
French and Portuguese. Work experience with an international, — . 
organization or within the UN system and experience on matters. 
relating to poverty, gender and the environment are assets. Strong | 
interpersonal and report writing skills, coupled with the ability to. 
project high credibility, are essential. 


UNDP offers a competitive salary and benefits package. interested — 
candidates should forward a detailed curriculum vitae and salary — 
history, no later than 3 September 1998, to: Executive Officer, UNDP 
Africa, One United Nations Plaza, New York, NY 10017, USA; FAX: 
(212) 906-6310. Reference: Economic Advisor for Burundi and. 
Guinea Bissau/Cape Verde. Qualified women are strongly 
encouraged to apply. We will only be able to respond to those 
applicants in whom UNDP has a further interest. 
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US$m US$m 
234 Profit before tax 3,686 4,285 in opet 
| | Doe prov isions, pio attributable sh ‘holders of | 
Profit TN US$2,402 million represents a 16. pe "cent n compared n 
fossae Holders 2.402 2.870 with the first half of 1997. However. the oup remains well — 
placed within the financial markets in which it operates. The eu 
Board has declared an increased dividend of US$0.37 per 
US$ US$ share, a growth of 14 per cent when compared with 
US30. 325 per share at this stage in 1997. 
54.5 Earnings per share 0.90 1.08 "Inevitably, the economic difficulties in Asia have had a 
TE marked effect on the performance of certain parts of our 
222 Dividends per share 0.37 0.325 loan portfolio. As a consequence we have taken provisions 
e amounting to US$1,146 million for bad and doubtful debts | 
in the first half of 1998, an increase of U S3889 million over 
the same period in 1997. 
US$m US$m 


Hm "If the first half of 1998 was charac terised by di fficulr trading 
MN i resources 41,523 40,775 conditions in Asia and more \ volatile markets internationally, 
it also illustrated the advantages derived from the Group's... 
wide geographical distribution of earnings and assets which 
has been achieved in recent vears. In the first half of 1998 . 
our businesses in North America and Europe: achieved 
pre-tax profits of US$2,186 million, constituting 59 per cent 
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A very American bear 


EARS are generally portrayed as fierce, 

dangerous creatures which one should 
avoid at all cost. But bears come in all shapes 
and sizes: some can even offer comfort in dif- 
ficult times. With luck, this will turn out to be 
the sort of creature that is now stalking Wall 
Street and spooking other stockmarkets. His 
growls will give many investors a nasty scare, 
but economic policy makers should give him 
a warm welcome. The bubble that has been 
developing on Wall Street posed several seri- 
ous risks to the economy, and a modest drop 
in share prices could be exactly what is 
needed right now. 

By August 5th, America’s Dow Jones In- 
dustrial Average had fallen to 9% below its peak, set in mid- 
July. Pundits said that investors were worried about the wors- 
ening slump in Japan and the rest of Asia, and sagging 
corporate profits. But did they really need a specific reason? A 
correction has been long overdue: on most tried-and-tested 
measures Wall Street is still significantly overvalued. As al- 
ways, share prices may go up, down or sideways in the com- 
ing days, but the recent behaviour of Wall Street looks suspi- 
ciously like the start of a bear market (see page 63). 

A rise in share prices is usually seen as good news, a fall in 
prices as bad news. But over-rapid increases in the prices of 
shares and other assets such as property can pose dangers. 
First, asset-price inflation can boost spending and later spill 
over into general inflation. Second, booming stockmarkets 
tend to distort the allocation of resources by encouraging 
firms to over-invest in risky projects or individuals to spend 
their paper wealth recklessly on “mansionettes” or yachts. 
And third, there is the risk that the longer the bubble inflates, 
the more economic and financial damage it will cause when 
it eventually bursts. 

In principle, and over the long term, share prices reflect 
underlying economic trends. But in America recently logic 
has been turned on its head as the stockmarket has itself be- 
come one of the main driving forces behind the economy’s 
strength. Higher share prices have made households feel 
wealthier, so they are spending more. Since 1994 higher asset 
prices have added no less than $12 trillion to households’ ap- 
parent wealth. A rising stockmarket also makes it cheaper for 
firms to raise equity capital, encouraging them to invest 
more. The second quarter GDP figures highlighted the extent 
to which America's expansion is running on capital gains. AI- 
though total GDP growth slowed sharply, to an annualised 
1.4%, this was largely due to the strike at GM and a slump in 
exports to Asia. Americans themselves are on a binge. Total 
domestic private spending (consumption, business invest- 
ment and construction) rose at an annual rate of almost 8%. 
Household savings fell to an all-time low of 0.6% of dispos- 
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able income as consumers spent some of 
their capital gains. 

It was concern about this process and its 
inflationary implications that prompted The 
Economist earlier this year to urge the Federal 
Reserve to raise interest rates. Labour costs are 
already creeping up, rising by 3.5% in the year 
to the second quarter, their fastest growth 
since 1993. So, from this point of view, the 
bears have done the Fed a favour: the fall in 
share prices, if it is maintained, will reduce 
the need for the central bank to lift interest 
rates. So far, the market's fall has been mod- 
est: even if share prices fell by another 5-10%, 
they would still be 20-25% higher than in De- 
cember 1996 when Alan Greenspan, the Fed’s chairman, first 
warned of “irrational exuberance”. 


A grizzlier story 

A modest fall in share prices would thus be welcome, both to 
take the heat out of the economy and to remind investors that 
shares are riskier than they had come to believe. A crash, on 
the other hand, by which is meant a drop like the 50% or there- 
abouts that Japan has suffered since 1989, would clearly have 
nasty consequences not only for the United States but also the 
rest of the world. There is no reason yet to expect one: the 
American economy looks robust; and, short of political tur- 
moil in either China or Japan, the current worsening of East 
Asia’s slump looks unlikely to have more than a marginal ef- 
fect on either America or Europe. Still, it is as well to be aware 
of the risks. 

The path towards that awareness begins, again, with the 
virtuous circle that America has been enjoying during the 
past year: the way in which a strong economy has been fur- 
ther stimulated by share-price rises, through both consump- 
tion and capital investment, while a strong dollar (partly a 
result of foreign buying of American equities) has helped to 
curb inflation. Moreover, the booming stockmarket has 
helped to hold down labour costs: the increase in the value of 
pension funds’ assets means that employers have been able to 
reduce their payments into defined-benefits pension plans. 
The risk is that a collapsing stockmarket could cause this vir- 
tuous cycle quickly to turn horribly vicious. 

As the beneficial effects of rising share prices disappear, 
inflation could pick up at the very time when tumbling stock- 
markets were choking spending. That would give the Fed less 
room to cut interest rates, or at least a hard choice to make. 
And a big fall in share prices would make a bigger dent in the 
economy than previous declines. Nearly half of all American 
households now own shares in some form, compared with 
one quarter before the 1987 stockmarket crash and only 3% on 
the eve of the 1929 crash. Total shareholdings by American 
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households and firms amount to around 150% of GDP, up 
from only 70% before the 1987 crash. 

The increased weight that the stockmarket now plays 
makes it harder for the Fed to steer the economy. If a share- 
price crash did tip the American economy into a dive, then 


the Fed would inevitably be blamed for not cutting interest 
rates sooner. The real blame, however, would lie in the fact 
that it did not raise interest rates by much more last year, to 
prevent a bubble in the first place. Alan Greenspan had better 
pray that today's cool bears do not turn out to be grizzlies. 





China's political cage 


Economic stresses and strains are on their way. Political reform 


would make them easier to bear 


S CHINA ready for democracy? An odd question to ask, 

you might think, of the world's most populuous dictator- 
ship, run as it is by a rigid and at times harsh Communist 
Party that is not only still officially Leninist, but proud of it. 
Yet for the first time in a decade, a semi-open debate has bro- 
ken out among China's intellectuals, dissidents and party 
members about the political changes needed to manage Chi- 
na’s fast-changing economy and society. Far from slapping 
the debaters down, President Jiang Zemin and his comrades 
have at times seemed to encourage them. So is greater liberal- 
isation compatible with continued Communist Party rule? 

The experience of other communist countries suggests 
that, in the long run, it is not. Liberalising never saved a dic- 
tatorship. China’s history also suggests that eventually Mr 
Jiang will be forced to choose. Either he will have to clamp 
down when greater tolerance generates demands that the 
party is not prepared to meet, repeating China’s tragic cycle of 
repression. Or he will have to countenance liberalisation on a 
far greater, communism-defying scale. What he cannot do is 
nothing. As China changes, the party must adapt to survive. 
But might China be somehow resistant to democracy? 

The arguments for that view are frequently rehearsed. An 
authoritarian hand is needed, conservatives insist, to prevent 
bloody chaos from sweeping through a crowded society. De- 
mocracy is anyway a western concept, one ill-suited to Chi- 
nese culture, where collective rights are stressed over individ- 
ual ones. Besides, China is too poor to worry about 
democracy: put bread on everyone's table first. Even most 
westerners who think about China tend to sympathise with 
such views: the country is so frighteningly big, the economic 
transformation it faces so daunting. 

Such arguments are tosh. Barbarity and chaos have 
marked China, but never more so than under Communist 
rule, when tens of millions died during political campaigns. 
The country's institutions are on loan from Marx and Lenin, 
whatever their supposed “Chinese characteristics”. As for 
China’s being too poor to afford democracy, today it is as well 
off as some of the world’s poorest democracies were a quarter 
century ago, with high life expectancy and levels of literacy. 

After the Tiananmen crackdown in 1989, China’s then 
strongman, Deng Xiaoping, insisted that fast economic 
growth be combined with the squashing of all dissent. But Mr 
Jiang and the new prime minister, Zhu Rongji, lack Deng's 
revolutionary authority. They have sought legitimacy in other 
ways: by China’s equivalent of kissing babies at home, and by 
restoring good relations abroad, notably with America. Peo- 
ple have warmed to the new political mood. 

But what of the immense economic challenges that Mr 
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Jiang and Mr Zhu face? Immense though they are, from short- 
term issues of deflation and yuan devaluation to long-term 
ones of industrial and financial restructuring, these are in 
fact the main reasons why political reform looks necessary. 
Deng’s successors have realised that sustainable growth re- 
quires no less than the state’s retreat. State-owned industry 
may have to shrink by two-thirds, with the loss of 7om urban 
jobs. Maybe 200m of the 800m who currently live on the land 
need to find new work in the towns. Those displaced repre- 
sent two huge pools of potential protest. There is, too, a more 
general discontent at official corruption (as before 
Tiananmen). Mindful of that, Mr Jiang has recently taken 
bold swipes at two of corruption’s most egregious examples: 
the multi-billion-dollar rackets of the People’s Liberation 
Army and the graft in the Beijing municipality (see page 23). 


Democracy with Chinese characteristics 


China’s economic reforms need better political underpin- 
ning and debate if they are not to founder because of such 
social strife and warring interests—particularly against the 
harsh backdrop of financial crisis in Asia. China’s Leninist 
political apparatus is not up to the job. It cannot even get 
central orders obeyed in the localities, nor collect the taxes 
due to the government. The very scale of the problem renders 
plausible rumours in Beijing that Mr Jiang has commis- 
sioned research into reforms that might make China’s poli- 
tics more representative and flexible. 

The few social-science surveys done show a strong desire 
for more democracy in China. But it would be wrong for Chi- 
nese conservatives to fear, and western democrats to hope, 
that a libertarian lurks under the skin of every Chinese. Even 
many dissidents strike westerners who meet them as remark- 
ably authoritarian. Few Chinese yet question the legitimacy 
of the “state”, even if they hate the “bureaucracy”. This gives 
Mr Jiang room for manoeuvre. He could start by extending 
direct elections from the villages to the towns, cities and prov- 
inces. He could promote efforts by the National People’s Con- 
gress, China’s parliament, to become a more effective legisla- 
ture. The judiciary needs to be made—and seen to be— 
independent of party control. Mr Jiang might balk at genuine 
opposition parties and a free press, but in the end both will be 
vital to real debate and accountable government. 

Such suggestions will fill many Communists with horror. 
Yet, after years of squashing dissent within the party and 
hammering it outside it, China’s Communist institutions are 
dangerously brittle. Better to start remodeling them, despite 
the risks, than see them come crashing down. 





THE ECONOMIST AUGUST 8TH 1998 


A bit of respect, please 


The voice of the United Nations carries less moral authority than it should 


EEPING the peace is essentially what the UN was set up to 
do. Since then, it has accrued countless other activities, 
though, as we argue on pages 17-19, this multifariousness does 
not spell efficiency: other bodies can do much of the uw's 
economic work and do it better. But for the job of interna- 
tional peackeeper there is often no alternative—and it is 
something a turbulent world still all too evidently needs. 
However, since the world cannot make up its mind how the 
UN should go about the job, it too is often done inadequately. 
The setbacks and frustrations make uncomfortable read- 
ing. Many of the more impenetrable problems—Cyprus, In- 
dia and Pakistan, Western Sahara—are hardy perennials, re- 
sisting change. But more recent crises demonstrate how ready 
recalcitrant governments are to defy the UN, and how half- 
heartedly a sloppily supported uN sets about its work. 

Take a few recent examples. UN investigators were 
roughly told by Congo's government that they would not be 
allowed to unearth the truth about Rwandan refugees massa- 
cred during Laurent Kabila's march to power. The UN has 
watched, seemingly paralysed, as Angola slides back to its aw- 
ful war: the UN's representative in Angola, who was killed six 
weeks ago, has not yet been replaced and the UN's unarmed 
monitors have been withdrawn from the murderous Ango- 
lan countryside. And now Iraq, where earlier this year the UN 
secretary-general, Kofi Annan, used his personal prestige to 
avert a military strike by America and Britain, seems pre- 
pared, once again, to challenge the authority of the UN Secu- 
rity Council and its weapons inspectors. 

There are many tasks that the UN, as peacekeeper, cannot 
accomplish and therefore should not undertake. The Security 
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Council's gross mistake, at the heady end of the cold war, was 
to order the peacekeepers on missions impossible, telling 
them to sort out wars and atrocities but giving them few 
means to do so. The resultant humiliation was inevitable. 
With the United States in the lead, the council then swung in 
the opposite direction. The UN's soldiers, it was decreed, were 
no longer to try to make peace between adversaries, only to 
help keep a peace that had already been agreed. 

But war, particularly civil war, is seldom tidy. A huge grey 
area lies between peace-making and peacekeeping. Should 
the UN intervene, for compelling humanitarian reasons, 
when civilians are savagely trapped? Or should it stand by, 
waiting until the fighting stops? What should the uN do 
when, as in Angola, old adversaries agree on a peace but then 
turn out not to have meant what they once agreed? 


Pay your dues, at least 


There are no easy solutions. It would be madness, for in- 
stance, to suggest that UN soldiers place their bodies between 
the evenly balanced Angolan sides. But what does need bol- 
stering, and soon, is the authority that the UN's name carries, 
and its own confidence in that authority. When the world 
body joins together to tell a government to do something, or 
not to do something, it should not need to go to war to make 
its point. Its voice alone should count. 

But this respect cannot be commanded until the UN's se- 
nior members—the Security Council—themselves show re- 
spect for their club by working out what peacekeeping entails. 
And, as a first mark of respect, America could pay its dues, a 
debt that cripples many current attempts to keep the peace. 





Kosovo in peril 


Its refugees are paying the price of western hesitation 


OR the tens of thousands of civilians who are fleeing the 

Yugoslav army's latest advances in Kosovo, there is not 
much to choose between one Serb offensive and another. Ever 
since Serbia's southernmost province erupted in February, 
each push forward by Serbian forces has produced harrowing 
scenes: families trudging towards an uncertain fate, carrying 
a handful of possessions; death for those who fail to escape 
the tanks and artillery in time. Civilians in harm's way have 
usually been given a few hours to get away, so the recent 
bloodshed in Kosovo has not yet led to cold-blooded killing 
on the scale seen in Bosnia. But the plight of Kosovo's 200,000 
displaced Albanians—around 10% of the province's popula- 
tion—is still a disgrace. So is the outside world's failure to act. 

Looking round the globe, it would be hypocritical to pre- 
tend that there is anything unusual about the Serbian army's 
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tactics. Everywhere from Colombia to Kurdistan to the 
Caucasus, armies have dealt with separatist insurgencies by 
uprooting the communities that succour them. Hundreds of 
thousands of Serbs suffered this treatment in the final 
months of the Croatian and Bosnian wars. But, no less than 
the worst horrors of Bosnia, Kosovo mocks the idea that Eu- 
rope has become an ever-widening family of democracies. 
To judge by some of the mealy-mouthed statements from 
western capitals in recent weeks, Serb offensives in Kosovo 
come in different varieties. Some are excessive and 
destabilising, like the onslaught near the Albanian border 
two months ago, which prompted threats of intervention by 
NATO aircraft. Others, we are told, are legitimate and well- 
calibrated military moves against Albanian separatists, like 
the one in late July which emptied the central Kosovo town of 
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Malisevo. In fact, no such distinction exists. Yugoslavia's Serb 
president, Slobodan Milosevic, justifies all his actions as the 
only way to counter the separatist Kosovo Liberation Army. 
But his attacks have had dreadful human consequences, 
which will get worse when winter sets in; and the fighting 
could lead to instability in the whole south Balkan region. 

At least at first, however, the operations that began in cen- 
tral Kosovo in late July were quietly condoned by western 
governments. Behind this policy were several questionable 
assumptions. One was that the Albanian side could be brow- 
beaten into co-operating with western mediation efforts if it 
was exposed to a taste of Serbia's wrath. In fact, the KLA and its 
supporters have been radicalised. Another was that President 
Milosevic should be believed when, at the end of last week, he 
told the European Union his attacks were over. 

Only when the emptiness of all these hopes became clear 
did western governments toughen their position and start re- 
iterating the threats of NATO intervention which had been 
uttered, and then largely forgotten, two months earlier. NATO 
may yet succeed, even without actually sending in the bomb- 
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ers. But by making excuses for Mr Milosevic and dropping, for 
several weeks, virtually all mention of military action, NATO 
has forfeited valuable time and credibility. 


Getting ahead of events 


Pushing Serbs and Albanians towards compromise in 
Kosovo was never going to be an easy task. The West was right 
to press the Albanians to form a coherent, realistic negotiat- 
ing team; and at some point they will probably have to be 
induced to accept something short—though perhaps not far 
short—of full independence for Kosovo. But giving Mr Milos- 
evic a free hand to uproot tens of thousands of people was 
never the right way to achieve these results. 

International mediators need to jump ahead of events, 
instead of trailing after them. Whether or not NATO aircraft 
are called into action this time, the West needs to be working 
on a constitutional formula that somehow frees Kosovo from 
Belgrade’s authority—without creating either a fully sover- 
eign state or a greater Albania—and still protects the rights, 
and holy places, of the Serb minority. 





Doctor, doctor 


Let advertisers tell Europe’s patients more about drugs 


EARD about Viagra? Then perhaps, if you live in Europe, 

you have taken a peek at the official website. Naughty 
you: Pfizer, the drug’s American manufacturer, clearly states 
that the information on its Viagra Internet page is intended 
for American residents only. The same is true for Prozac, an 
anti-depressant made by Eli Lilly. Choosing “resident of the 
United States” on Propecia’s website opens a mine of in- 
formation on Merck’s popular anti-baldness treatment. 
Clicking on “resident of another country” leads you to a 
blank screen. Behind this curiosity is the ban in many coun- 
tries, and notably those of the European Union, on such drug 
promotion. Yet that very ban raises a question: can patients 
simultaneously be asked to take more responsibility for their 
own health and denied access to some of the information 
that may help them to do so? 

The European Commission and many European govern- 
ments talk loftily of the need for “patient empowerment”: 
greater public awareness and understanding about diseases 
and their therapies. But a 1992 ruling from the commission 
prohibits prescription-drug companies from selling their 
wares directly to Europe’s consumers. This means they can- 
not advertise their products in the popular press or on televi- 
sion. They can pitch them to doctors and pharmacists only in 
medical journals and other professional publications. Many 
advocates for patients’ rights, and some key commission offi- 
cials, want to change this. Through the Internet, a growing 
number of Europeans can see advertising from outside the 
EU. Regulating the content of, and access to, these sites is as 
difficult as it is for the rest of the Internet. 

Pharmaceutical companies, especially those with block- 
buster drugs in the making, are particularly keen on a change 
in the rules. No surprise there: the European prescription- 
drug market accounts for a third of worldwide drug sales. In 
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America, drug firms have done well out of direct-to-consumer 
promotion since hard-sell television advertising was allowed 
for prescription drugs in August 1997 (see page 55). To reach 
patients, drug companies in Europe are increasingly turning 
their attentions to patient support groups, offering them in- 
formation on diseases and often financial assistance. The ban 
thus creates two classes of patients: those with privileged ac- 
cess to information from the companies and those denied it. 


Consumers or patients? 


It is right to treat the advertising of prescription drugs differ- 
ently from advertising baked beans. Drugs have side-effects: 
even if they are listed in an advertisement, sick patients may 
ignore them more readily than their doctor would. Drug 
firms are often tempted to make misleading claims: even in 
material sent to health professionals, regulators, who vet such 
material, may find it hard to spot them. In addition, patients 
in Europe pay far less of the drugs bill than those in the 
United States. So advertising may encourage patients to put 
pressure on their doctor to dispense something that appears 
almost free to them, but raises the bill to the taxpayer. 

However, consumer advertising is also a powerful way to 
stimulate public interest in health. It need not become a 
tough sell. Indeed, in Europe, where people still think of 
themselves as patients rather than as health-care consumers, 
the sort of promotional frenzy that has enveloped the United 
States would probably repel rather than persuade. As a first 
step, it would be reasonable to insist that advertising gives 
information about diseases and alternative treatments rather 
than merely pushing a single product. For, if patients are to 
take more responsibility for their health, they do deserve reli- 
able information on available treatments. 
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REFORMING THE UNITED NATIONS 





NEW YORK 


Kofi Annan is the most respected leader of the United Nations for a generation. 
Can he push through the revolution the organisation needs? 


HE job of secretary-general at the 

United Nations is not unlike that of a 
medieval pope. In one sense, you are the 
leader of Christendom. Yet, at the same 
time, your power is limited: you have no 
battalions of your own (all those peace- 
keeping troops are only on loan); your own 
organisation is a hotchpotch of feuding 
bishoprics, most of whom feel more loyalty 
to temporal rulers than to you; and you are 
normally broke. 

In such a job much depends on charac- 
ter and momentum. Kofi Annan has 
shown that he has plenty of the former. The 
softly spoken Ghanaian is not just more af- 
fable than his predecessor, Boutros 
Boutros-Ghali, but also more politically as- 
tute, especially in dealing with America. 
Since becoming secretary-general in Janu- 
ary 1997, Mr Annan has quieted criticism 
in Congress, won $1 billion from Ted 
Turner, started holding meetings with the 
private sector, and made a series of encour- 
aging appointments, including Louise Fré- 
chette as his deputy. Mr Boutros-Ghali 
would never appoint a deputy for fear that 
he (never mind she) might start elbowing 
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him out of his job. 

Until recently Mr Annan also seemed 
to have momentum on his side. But his suc- 
cessful diplomatic crusade in Iraq at the be- 
ginning of the year is in the sad process of 
unravelling. Over the past few weeks the 
UN's monitors have been hustled out of 
Congo and the hard-won peace in Angola 
is at vanishing point. The United Nations 
High Commissioner for Refugees (UNHCR), 
one of the better-run UN fiefs, faces unex- 
pected allegations of corruption. 

Such setbacks reflect more basic flaws. 
The UN remains a place where a senior offi- 
cial can still compare the bureaucracy unfa- 
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vourably with that of the old Soviet Union; 
where discord between “the South” (as less- 
developed nations are known) and the 
North paralyses decision-making; where 
America still owes nearly $1.5 billion in 
dues; and where the current budget was 
agreed only aftera demeaning haggling ses- 
sion in which favoured secretariat posts 
and perks were auctioned off by a modera- 
tor using a tin of potato crisps as a gavel. 
These failings are largely attributable to 
the membership, not to Mr Annan. Yet they 
underline his fundamental challenge. Over 
the past two decades, virtually every large 
commercial organisation and most big 
governmental ones have gone through a 
process in which they have had to answer 
the question: "What can 1 do that other 
people cannot?" The result: takeovers and 
lay-offs in the corporate world and privati- 
sation in the public sector. Despite several 
committees pondering its future, the UN 
has so far shirked most of the big questions. 
The uN is an enormous body that, 
among other things, buys half the world’s 
children's vaccines, protects 22m refugees, 
is host to 7,500 meetings a year in Geneva 
alone and is the world's biggest purchaser 
of condoms. This diversity is complicated 
by a structure that bewilders even its own 
staff. It is fairly easy, for instance, to find of- 
ficials in Geneva who believe that the 
World Trade Organisation is part of the UN 
(it is not, though its staff are part of the pen- 
sion scheme). There are at least five big UN 
centres—New York, Geneva, Vienna, Rome 
and Nairobi—and countless smaller ones. 
The uw's parliament is the General As- 
sembly, which meets from September to 
December each year. It includes all 185 
members (each with an equal vote). Most of 
the uN's political operations, including 
peacekeeping, answer to the Security Coun- 
cil, which has five permanent members 
(Britain, China, France, Russia and the 
United States). A much larger Economic 
and Social Council supervises the develop- 
ment work that accounts for around 60% of 
the UN's budget. 
The operational side of the uN can be 
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The secretariat, run by Mr Annan. 
The funds and programmes, which in- 
le the UNHCR and the United Nations 
tildren’s Fund (UNICEF). Many of these 
stitutions raise their money from outside 
sources though, in most cases, Mr Annan 
s the right to appoint the chief executive. 
e The specialised agencies, a group that in- 
‘ludes everything from the Bretton Woods 
financial organisations, such as the IMF 
-and the World Bank, to the World Health 
Organisation and the World Meteorologi- 
- cal Organisation, all of which have their 
. own governing bodies, financial backers 
and (often contradictory) points of view. 

The agencies, alongside all the funds 
. and programmes, attend the twice-yearly 
meetings of the Administrative Committee 
on Co-ordination (Acc). The diversity of the 
conferees make these slightly bizarre af- 
fairs, where as one person points out, “dis- 
 cussing issues like the security of UN 
personnel in war zones is a little lost 
on the man from the World Intellec- 
tual Property Organisation." 

The structure makes for patchy 
results and little accountability. 
Most agencies regard their member- 
ship of the UN as accidental. Staff at 
the International Labour Organisa- 
tion and the International Telecom- 
munication Union point out that 
< their institutions both predate the 
< UN. The president of the World Bank, 

Jim Wolfensohn, has taken to calling 
- MrAnnan “my boss” in public; if Mr 
. Annan had any real power over him, 
he might not be so chummy. 











Called to account 


. Last year, Mr Annan began what he 

likes to call his “quiet revolution”. 
Part of this meant letting Joseph 
Connor, the uN's administrative 
chief (and an ex-chairman of Price 
Waterhouse), continue his work of slim- 
ming down the central bureaucracy. Hav- 
ing reduced the headcount by 14% since 
1994 to 8,800 (almost entirely through attri- 
tion, partly because, thanks to American 
"mon-payments, the UN is too broke to pay 
-redundancy money) Mr Connor now 
wants to cut back the administrative por- 
tion of the central budget from 38% to 25%; 
the money saved, some $200m, should go 
to frontline economic development. 

Mr Annan has also tried to streamline 
the chain-ofcommand, while creating 
what he calls *a more collegial approach". 
Acting on a report by Maurice Strong, a Ca- 
nadian businessman, he has marshalled 

the central part of the UN into five "execu- 
tive groups", and then formed these depart- 
mental heads into a cabinet that takes most 
ofthe important decisions. He has also pro- 
moted the idea of UN houses in various 
countries to bring together the different 
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. — agencies and programmes—and encourage 


them to talk to each other. 

The reformers had hoped to knock out 
more layers. But Mr Annan backed off, after 
a row with UNICEF. Mr Strong argues loy- 
ally that Mr Annan has done as much as 
could be expected. Insiders say that the cab- 
inet does indeed seem to have increased co- 
ordination at the top of the UN; and there 
are some signs of "a common service ap- 
proach" between agencies in the field. Yet, 
overall, there is plainly not enough co-or- 
dination and too much administration. 

This is not Mr Connors fault (nor for 
that matter Mr Annan's): most of the dupli- 
cation occurs among the various funds, 
programmes and agencies where they have 
little power. The UN could save a small for- 
tune if its various bits bought the paper for 
their reports in bulk (it could save even 
more if they agreed to have only one report 
on each subject). Mr Connor hopes a new, 





much delayed computer system will sim- 
plify the uN's famously complex (and 
chronically overstaffed) personnel svs- 
tem—but already some UN bodies have re- 
fused to take parts of it. 

UNICEF is one of those that have opted 
to be choosy. Carol Bellamy, the fund's 
chief, is plainly not just being difficult for 
the sake of it: she points out that her agency 
has already paid $3m to adapt the person- 
nel part ofthe new system to its own needs; 
taking the rest would have cost much more. 
Similarly, she supports the idea of UN 
houses—but not in countries where it is 


cheaper to stick to the current system. Vol- 


unteers at UNICEF insist that one of its 
strengths is its esprit de corps: its workers 
resent being bundled in with other, less ef- 
fective bodies, such as UNESCO. 

In both New York and Geneva, there is a 
feeling that Mr Annan has done enough— 
for the moment. The reforms have been 
largely restricted to the few parts of the UN 
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diction of the assembly or the various gov- E 
erning bodies of the agencies remain un- œ 
touched. Last month the assembly held a 
brief plenary meeting that “deferred fur- 
ther consideration” of Mr Annan’s pro- 
posal to set sunset times for new commit- 
tees and commitments of funds. The 
assembly has also messed around with Mr 
Connor's plan to transfer $200m in admin- 
istrative savings to field operations—and 
stopped several fairly painless reforms, 
such as transferring the decolonisation 
unit from the prestigious political depart- 
ment to the more lowly services one. 


The world changes, the UN stays still 

Most outsiders would argue that the real 
question is whether the UN should have a 
decolonisation unit at all. Indeed, the real 
issue for both Mr Annan and the assembly 
is whether his quiet revolution went far 
enough in the first place. A bit like a 


makes the mistake of measuring re- 
forms by its own historical stan- - 
dards, rather than against those of 
the world outside its walls. 

That world is changing fast. The 
UN remains a governmental orga- 
nisation that devotes most of its time 
and money to development. Yet at 
best the public sector (including the 
UN) now accounts for only 5% of the 
money flowing to the developing 
world. The rest comes from private 
companies and from non-govern- 
mental organisations, such as Save 
the Children. There are nearly 1,700 
NGOs based in Geneva alone. Usu- 
ally leaner and more dynamic, the - 
NGOS are not only competing for. - 
dollars that might otherwise go to 
UN bodies, but often assuming its 
role. It was, as Mr Annan readily con- 
cedes, the NGOs that pushed for the recent 
treaty to ban anti-personnel landmines 
and for the new world criminal court. 

Last year, Mr Annan held a secret sum- 
mit at the Rockefeller estate near New York 
city, where business leaders, such as Percy 
Barnevik, tried to explain this new world to 
the UN's top brass. Since then, Mr Annan 
has initiated an overdue "dialogue with 
the private sector". But education counts 
only for so much. Sooner or later, more rad- 
ical change will be demanded by the 15 or 
so richer countries that pay virtually all the 
UN's budget. | 

In particular, the uN will have to 
change from a body that tries to do every 
thing everywhere into the "narrower, - 
deeper organisation" reformers have al- 
ways wished it would be. What should it 
concentrate on? One answer would be 
global problems that nobody else can - 
tackle. In general, the UN'score politicalac- — 
tivities pass this test more easily than its 
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struggling country, the UN often. 





economic and social ones (they also stand 
more easily with its original charter). 

Taking responsibility for refugees and 
peacekeeping is something the UN should 
be able to do. It is also a natural forum for 
debates on global problems, from asteroid 
collisions to drug-trafficking. Indeed, the 
extremely controversial idea of the UN hav- 
inga small standing army (so that it can put 
peacekeepers on the ground quickly) fits 
much more neatly into the concept ofa nar- 
rower, deeper UN than, say, financing envi- 
ronmental research (which is waved 
through every year). 

Mr Annan’s supporters point out that 
the secretariat cannot destroy even the 
smallest committee; that has to be done by 
the membership. Richard Sklar, who repre- 
sents America on questions of reform and 
debt payment, says that reform does not al- 
ways have to be a top-down process. He 
cites WIPO as being the only part of the UN 
that is a “results-based organisa- 
tion.” The intellectual property 
agency recently cut its 31 pro- 
grammes down to 19, because these 
were the only useful ones. 


Alouder revolution? 


Mr Annan is nervous about the idea 
of a much narrower UN: “govern- 
ments are always demanding that 
something must be done, and that 
something always ends up at the 
UN.” But he has in theory left the 
door open for another more funda- 
mental wave of reform. Last year he 
persuaded the General Assembly to 
give him permission to examine sev- 
eral things, including the agency sys- 
tem. He would also dearly love to 
bully the assembly into reorganising 
its currently chaotic agenda. 

Why not be bolder? Conven- 
tional wisdom within the UN is that 
reform must be gradual. “You have to re- 
member", Ms Fréchette says, “that this is a 
universal organisation that has to reflect its 
members’ wishes.” Many members see Mr 
Annan as more of a secretary than a gen- 
eral. Most clubs dislike change. In the as- 
sembly’s case, the subject of reform 
scratches all four of its deepest wounds. 

The first wound is the chasm between 
South and North. Virtually any sensible re- 
think of the UN would involve the organisa- 
tion concentrating more on political pro- 
jects than economic and social ones. But 
the latter is the part of the UN that three- 
quarters of its members hold most dear. Ms 
Fréchette, who may have to tackle this prob- 
lem, is already suspect as a “northern” 
woman, put in by the UN’s paymasters, to 
balance the southern Mr Annan. 

Two southern institutions are particu- 
larly hostile to change. One is the “Group of 
77” previously non-aligned countries 
which holds a lock over many appoint- 
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ments. The other is the Fifth Committee, 
which deals with the budget—and has be- 
come home to the group of young obstruc- 
tionists who were responsible for the taw- 
dry potato-crisp auction last year. 

The second wound is America’s non- 
payment. “Reforming the UN" is the excuse 
that Congress gives for delaying payment 
of its dues. It is difficult to overestimate the 
disgust with the United States, even among 
its allies, at the UN. “They have poisoned 
the well,” says one senior ambassador. 
Many doubt that America really wants to 
see a more efficient UN—just a smaller one. 
Last year, Mr Annan’s quiet revolution re- 
ceived a boost when Congress broke its 
promise to settle the debt (up to that point 
the assembly had not wanted to be seen to 
be doing America’s bidding). 

The third awkwardness is the Security 
Council and the relentless politicking 
about its anachronistic composition. One 
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of the most difficult countries when it 
comes to almost all reform issues is Paki- 
stan. The reason? Any meaningful debate 
about reform would include a proposal to 
widen the permanent membership of the 
council, probably bringing in India, which 
Pakistan does not want (just as the Italians 
do not want the Germans and the Argen- 
tines do not want the Brazilians). 

The fourth tender area is the way that 
the budget is parcelled out. Ten countries 
pay more than three-quarters of the current 
$1.3 billion budget. Although nobody be- 
grudges the fact that the world's poorest na- 
tions contribute only $13,000 each, many 
fairly prosperous countries escape lightly. 
China, which pays just 0.9% of the total (less 
than Belgium), is understandably no great 
proponent of reform. 

If the UN does eventually bicker itself 
into oblivion, the central responsibility 
will lie with its members not its secretary- 
general. Even those governments that sup- 
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REFORMING THE UNITED NATIONS 


port reform have no clear policy towards 
the UN. One senior UN official, involved in 
the ACC, points out that the central UN has 
“no real political constituency”. In govern- 
ments around the world, there are labour 
ministers to plead the 1Lo’s case and health 
officials to defend the wHo. But the UN it- 
self has no dedicated spokesman. 

On the other hand, the excuse that Mr 
Annan is purely the club secretary does not 
wash. As the late Dag Hammarskjold, the 
Swede who was the only outstanding secre- 
tary-general so far, stressed repeatedly, the 
post is not just about fulfilling mandates, 
but also representing the world's broader 
interests. That surely includes a healthy UN. 
Put another way, if he wants to change the 
UN, the diplomatic Mr Annan will have to 
try to force his club members to accept 
changes that most of them do not want. 

How Mr Annan decides to launch this 
crusade is a matter of tactics. Many would 
counsel waiting until the Americans 
have paid up. Mr Annan seems to be 
holding back his ammunition for a 
special Millennium Assembly in 
2000. That might present a chance to 
go back to the UN’s original charter, 
using that as the basis for a compre- 
hensive reform plan that included 
the agencies, the Security Council 
and the budget dues. So far there has 
not been much action—other than 
talk about yet another report. 

Mr Annan says with a wry smile 
that “the UN is not a house in which 
revolutionaries flourish." But he is 
probably in a stronger position than 
he realises. The fact that nobody else 
has any clear policy about the UN's 
future gives him a chance to set the 
agenda. Moreover, some individual 
reforms might be easier to push 
through if they are part of a wider 
plan. For instance, if Mr Annan pro- 
poses merging the UN's three food agencies 
(all of which are located in Rome), the Ital- 
ians will probably object; put such a reform 
into a wider package, where other govern- 
ments lost favoured perks, and the Italians 
might be more co-operative. Having seen 
the way that Mr Strong's proposals were 
gradually watered down, one reformer 
says: "A big bang solution is the only way 
anything fundamental will happen." 

The parallel with the medieval papacy 
should both inspire and frighten Mr 
Annan. On the one hand, by using their 
bully pulpit effectively, some strong popes 
did manage to lead Christendom, regard- 
less of their lack of battalions. On the other, 
the failure by most popes to face up to the 
abuses within their own organisation 
opened up the way to reformation of a 
more devastating type. Or as one insider 
puts it: “Ifthe UN's friends do not reform it, 
its enemies will." 
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SETTING A HIGHER STANDARD. 











Fighting between separatists 
and Serb troops in Kosovo 
forced about 70,000 ethnic 
Albanians to flee, bringing 
the number of refugees to 
about 200,000. There were 
unconfirmed reports that 
graves with hundreds of bod- 
ies had been found near 
Orahovac, the scene of a bat- 
tle between Serbs and Albani- 
ans in July. The West won- 
dered what to do. 


A suspect on trial at the tribu- 
nal for Yugoslav war crimes 
in The Hague, the only one to 
be charged with genocide, 
died in his cell. His was the 
second recent death of a war- 
crimes suspect. 


Jose Maria Aznar, Spain's 
conservative prime minister, 
sacked his budget director, 
Jose Barea, who had accused 
the government of fudging 
its deficit figures in order to 
qualify for European mone- 
tary union. Felipe Gonzalez, a 
former prime minister, ap- 
plied to join the defence team 
of two of his former govern- 
ment colleagues to appeal 
against their convictions for 
conducting a **dirty war" 
against Basque separatists. He 
accused the judges of bowing 
to political pressure. 


On a visit to Washington, 
Germany's opposition candi- 
date for chancellor, Gerhard 
Schroder, said that German 
foreign policy would stay 
loyal to NATO if he wins the 
September election. Earlier he 
had also hinted that his gov- 
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ernment would be less hostile 
than Helmut Kohl's to Tur- 
key's bid to join the Ev. 


Todor Zhivkov, Bulgaria's 
communist dictator from 
1954 to 1989, died. 


The ruling Labour Party in 
Malta lost its majority in 
parliament after a former 
leader twice voted with the 
opposition. Malta will go to 
the polls on September sth. 


After three months of wran- 
gling, a new Dutch coalition 
government was sworn in. 


Friction 





Pakistan gave warning that 
shelling duels with India in 
the Kashmir region could get 


out of hand, after more than 
100 people had been killed. 


Preliminary results of the gen- 
eral election in Cambodia 
gave victory to strongman 
Hun Sen's party. He offered 
to form a coalition govern- 
ment, but Prince Ranariddh 
and Sam Rainsy, whose par- 
ties came second and third, 
contest the results. 


Sri Lanka declared emer- 
gency rule so that provincial 
elections could be postponed. 
The government said troops 
needed to fight Tamil rebels 
would have had to be rede- 
ployed to voting booths. 


The weather worsened in 
China as the Yangzi river 
rose to its highest level since 
1954, when 30,000 people are 
thought to have died. The cur- 
rent death toll is put in 
thousands. 





Loggerheads still 


A fresh confrontation loomed 
between Iraq and the uw Se- 
curity Council after the Iraqis 
told Richard Butler, the UN's 
chief weapons inspector, that 
they would no longer co-oper- 
ate, claiming that Iraq has de- 
stroyed all its illegal weapons. 
Mr Butler says that this re- 
mains unproven. Weapons 
inspections appear to be sus- 
pended, although monitoring 
of weapons sites continues. 


An uprising broke out in east- 
ern Congo, spearheaded by 
the Rwandan soldiers and 
ethnic Tutsis who had helped 
Laurent Kabila to power. A 
curfew was declared in Kin- 
shasa, the capital. Congo's for- 
eign minister, Bizima Karaha, 
defected to the rebels, accus- 
ing Mr Kabila of failure to 
run the country properly. 


Fighting continued in Sierra 
Leone between rebel factions 
and the Nigerian-led force 
that had restored the elected 
president, Ahmad Tejan 
Kabbah, to power. Civilians, 
terrorised and mutilated by 
the rebels, have fled into 
neighbouring countries. 


On a visit to the United 
States, Israel's opposition 
leader, Ehud Barak, called 
on the Israeli government to 
take calculated risks for peace 
while there was still a chance. 
Two Israeli settlers were shot 
dead near Nablus. 


Dissatisfied with Yasser 
Arafat's reshuffle, Hanan 
Ashrawi resigned from the 
Palestinian cabinet. 


Squeezing on 


America's chief justice re- 
jected an urgent White House 
appeal to delay testimony 
from White House lawyers in 
the Monica Lewinsky case. 
Ms Lewinsky at last gave testi- 
mony before the federal 
grand jury. 
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POLITICS THIS WEEK 


| The House of Representatives 








voted to outlaw so-called 
“Soft money", unregulated 
donations to national politi- 
cal parties in election cam- 
paigns. The attorney-general, 
Janet Reno, continued to 
dither over whether to ap- 
point an independent coun- 
sel to investigate fund-raising 
in the 1996 presidential 
campaign. 


In Colombia, guerrillas 
launched attacks on oil instal- 
lations and army bases, kill- 
ing 150-200 policemen and 
soldiers, and taking many 
prisoners, the security forces' 
worst beating in decades. 
Andres Pastrana, the presi- 
dent-elect, visited the White 
House: a fresh start after four 
years of American hostility to 
President Ernesto Samper. 
Chief topic: the war on drugs. 


In a big reshuffle, Chile's left- 
leaning presidential hopeful 
(for 2000) Ricardo Lagos left 
the cabinet of centrist Presi- 
dent Eduardo Frei. 


The ruling PRI won two of 
three governors’ races in 
Mexico. But the—recently fee- 
ble—right-wing PAN hand- 
somely took a third, minor, 
state from it. 





| Canadian officials and the 


"Indian" Nisga'a tribe ini- 
tialled a treaty settling its 
land claims in British Colum- 
bia—a possible precedent for 
many other claims, covering 
most of the province. 
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Asia rattles 


Hong Kong's economy con- 
tracted by a worse-than-ex- 
pected 2.8% in the year to the 
first quarter. Share prices 
plunged to their lowest level 
in three years. 


The new Japanese govern- 
ment promised tax cuts of at 
least Y6 trillion ($41.6 billion) 
in an effort to prevent a slide 
in the yen. The most recent 
fall was brought about by the 
remarks of Kiichi Miyazawa, 
the finance minister, who 
said currency and shares 
should be left to the markets. 
Clarification of the “misun- 
derstanding" later brought 


some strength back to the yen. 


A June survey of 65 multina- 
tionals working in Asia, con- 
ducted by Renaissance Tech- 
nomic, showed that most 
thought a devaluation of Chi- 
na's currency was unlikely. 
Stability in East Asia would 
return only after 2000; recov- 
ery would come first to Thai- 
land and Singapore, and last 
to Indonesia. 


The Dow Jones Industrial 
Average continued its down- 
ward slide, which in three 
weeks has brought a 9% drop. 
Reasons: bad Asian news, 
particularly a weak yen 
(bringing worries about the 
Chinese yuan), lower-than-ex- 
pected corporate results, and 
the fear that blue-chip shares 
were overvalued. Shares 
worldwide also slid. 


Hanil Bank and Commercial 
Bank of Korea are merging to 
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create South Korea’s largest 
bank, with assets of around 
105 trillion won ($83 billion). 
The two loss-making banks, 
among several others, were 
forced to submit restructuring 
plans to the government by 
the poor level of their capital- 
adequacy ratios. The govern- 
ment has closed several banks 
in an effort to clean up the in- 
dustry; this is the first big 
merger. 


Patching up 


America’s commercial banks 
lost their battle against credit 
unions, not-for-profit orga- 
nisations that provide loans 
and other bank-type services 
but are tax-exempt. The fight 
began as a lawsuit but ended 
up as legislation which came 
out firmly in favour of the 
credit unions. 


SSS 


An American financial giant, 
CNA Financial, is to be reor- 
ganised, cutting 10% of its 
workforce—more than 2,000 
jobs—and taking a pre-tax 

| charge of $100m-140m; a fur- 
| ther reorganisation charge of 
up to $260m is expected later. 
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At a time of mainly friendly 
mergers in America, 
AlliedSignal launched a hos- 
tile bid of $9.8 billion—one of 
the biggest this decade—for 
AMP, the world's biggest, but 
floundering, maker of elec- 
tronic connectors whose 
share price soared by 48% on 
the news. For AlliedSignal, 
which has been selling off its 
automotive operations, à pur- 
chase of AMP would make 
electronic connectors its sin- 
gle biggest business; its share 
price fell. 
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In a $4 billion restructuring 
aimed at reducing its $10 bil- 
lion debt, America’s Entergy 
said it would stick to power 
generation, at home and 
abroad, by selling two foreign 
electricity utilities, London 
Electricity and CitiPower of 
Melbourne, and its home-se- 
curity business. 


Albertson’s and American 
Stores announced a $7.9 bil- 
lion merger, plus an assump- 
tion of Albertson’s $3.4 bil- 
lion debt, that will create 
America’s biggest supermar- 
ket group, with some 2,500 
stores in 37 states and sales of 
$36 billion. It is the biggest 
get-together so far in an in- 
dustry that has been consoli- 
dating fast. 
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The price of shares in Ionica 
Group fell by nearly 40% af- 
ter failing to find a partner to 


| help pay for a wireless-tele- 


| 
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phony network in Britain. 
The chairman, Sir James 
McKinnon, resigned. The 
group also said it would save 
cash by ending a £300m 
($488m) credit facility, which 
was being withheld from it 
anyway and which was why 
it was seeking a strategic 
investor. 


Kirch appealed to the Euro- 
pean Court, claiming that the 
European Commission had 
shown a lack of objectivity in 
blocking the German media 
giant's plans to form a digital 
pay-TV alliance with Deutsche 
Telekom and crr-Ufa, 40% 
owned by Bertelsmann, an- 
other German media heavy- 
weight. Rupert Murdoch's 
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BUSINESS THIS WEEK 


News Corp and Silvio 
Berlusconi's Mediaset may 
also join the venture. 


NEC of Japan is to invest an 
extra $225m in America's 
Packard Bell NEC, and take 
control of one of the world's 
biggest computer companies 
after 12 years of indepen- 
dence. Groupe Bull of France, 
a minority stakeholder, will 
invest an extra $25m. Alto- 
gether, more than $2 billion 
has been pumped into the be- 
leaguered computer maker 
over three years. 


Cutting back 


Jack Smith, chairman of 
America's General Motors, 
said some domestic factories 
would be closed, jobs shed 
and models eliminated in an 
effort to become more com- 
petitive. Its North American 
sales and marketing opera- 
tions would be reduced to a 
single division, cutting bu- 
reaucracy, jobs and costs. The 
car maker has just struggled 
out of a two-month strike that 
cost it $2.5 billion and cut its 
vehicle sales in America by 
38% in July. 


Hit by Asia's downturn, Ca- 
thay Pacific recorded a 
HK$175m ($22.6m) loss for 
the first half of the year, its 
first for more than 20 years. 
No significant improvement 
is in sight, says the Hong 
Kong firm. 


The worldwide slump in 
semiconductors just gets 
worse. Only 15 months after 
opening a chip plant in 
northern England, Siemens 
of Germany is closing the 
Tyneside complex at a cost of 
DM1 billion ($564m) At- 
tempts to save another chip 
plant, in Scotland, appear to 
have failed. Hyundai, which 
has had difficulty raising cap- 
ital for the project, said its 
talks on a rescue through a 
joint venture with Intel had 
broken down. 
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The song of Jiang Zemin 


BEIJING 


T IS a tough business following a great 

man at China's helm. When Jiang Zemin 
was rushed up from Shanghai in 1989 to be 
groomed as the successor to China's elderly 
strongman, Deng Xiaoping, observers in- 
side the country and outside gave him 
small chance of lasting. After all, the first 
two men Deng had groomed had fallen ig- 
nominiously from power, even before 
Deng himself had died. By the time he did, 
early last year, plenty of China-watchers 
saw President Jiang as a lightweight, even a 
buffoon. Comparisons were made between 
him and Hua Guofeng, briefly Mao's heir 
and now one of history's also-rans. 

Mr Jiang has been miscalled. He has, it 
is clear, stepped out from Deng's shadow, 
and has done so even by going after some of 
the Deng clan's privileges. He is in his sec- 
ond term as state president (and perhaps 
his final one: he is 72). He also calls the 
shots in the Communist Party and—crucial 
fora non-soldier—he has worked to win the 
loyalty of the armed forces. He presides 
over a Politburo that, as far as one can tell, 
has rarely seen less discord. Abroad, he is 
promoting a reputation as a statesman for 


mending China's relationship with the. 


United States: Bill Clinton and he appear 
to hàve genuine respect for each other, even 
warmth. At home, he is confident enough 





He is even disciplining the army 
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of his own position to put his name to the 
boldest economic reforms since China 
opened its doors to the world in 1978. 

In the way that he breaks out into song 
or picks up a guitar, Mr Jiang occasionally 
betrays a Clintonesque yearning to be 
loved. Yet in recent weeks he has shown a 
tougher side. In particular, he has attacked 
the armed forces' huge commercial rackets. 

Hitherto, so long as the armed forces 
have shown absolute loyalty to the Com- 
munist Party, the party has never ques- 
tioned their right to make money, which 
they do with a huge range of enterprises, 
from motorcycle manufacturing to mas- 
sage parlours. Mr Jiang himself has always 
tiptoed around the army's privileges: the 
assorted businesses of the People's Libera- 
tion Army (PLA, which confusingly in- 
cludes the navy and the air force) bring in 
perhaps $3 billion-s billion a year. 

Mr Jiang's blistering attack, first on the 
PLA's widespread involvement in smug- 
gling, is therefore unprecedented. In late 
July, Mr Jiang ordered the PLA out of busi- 
ness altogether, which has left the biggest 
military companies, such as Carrie Enter- 
prises, China Poly and the Xinxing group, 
quite speechless. Dismay no doubt is felt 
deeply elsewhere, for the ban applies not 
only to the PLA but also to the armed police 
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and the judicial organs—indeed, to the 
whole state-security apparatus. 

Mr Jiang has shown great confidence, 
too, in the way he has gone after the enor- 
mous corruption racket uncovered over 
two years ago at the heart of the Beijing 
municipal government. On July 31st it was 
announced that Chen Xitong, Beijing's for- 
mer party secretary, once the eighth-rank- 
ing member of the Politburo and a persis- 
tent political foe of Mr Jiang, had been 
sentenced to 16 years in prison for his part 
in the racket. Few people expected such a 
severe sentence, in which Mr Jiang no 
doubt had the final word. The party's inves- 
tigation of corruption in Beijing, after all, 
required delicate handling, for fingers 
pointed to the highest levels of govern- 
ment. Clearly Mr Jiang, people now say, is 
not afraid to take on sacred cows. 

This probably overstates his boldness. 
After all, Mr Chen's sentencing was hardly 
an unpopular move. It met with palpable 
joy among Beijing's people, who loathe 
him for his privileges and for having been 
such a strong advocate of force against civil- 
ians in 1989, when he was mayor. As for Mr 
Jiangs moves against the PLA, these will 
win approval from professional soldiers. 
Senior generals rail against “the worship of 
money, individualism and the pursuit of 
pleasure". These unsavoury activities, some 
generals think, make soldiers effete. 

Then again, some of Mr Jiang's bolder 
initiatives hint at a hidden hand stiffening 
the president's resolve. The hand belongs to 
the prime minister since March, Zhu 
Rongji. Mr Zhu, unlike his predecessor, Li 
Peng, has a passionate dislike of corrup- 
tion. The thrust of his economic reforms is 
to level the playing field for more honest, 
productive enterprises. 

In the case of the armed forces, Mr Zhu 
is exercised not so much by its ownership of 
companies, says David Shambaugh of 
George Washington University, as by its 
greedily exercised control over fixed assets, 
such as certain rail lines, radio frequencies, 
port facilities and assorted plots of prime 
property. The PLA's lobbying in protection 
of its interests has even hampered China's 
efforts to join the World Trade Organisa- 
tion. Mr Zhu appears not only to have con- 
vinced Mr Jiang of the need to clear the 
economy of military influence. Mr Jiang is 
also said to have laid down, privately, a 
deadline for obeying the decree: the year's 
end, à very Zhu-like flourish. 

What looks like a developing double act 
between Mr Jiang and Mr Zhu has defied 
observers, once again. It was predicted that 
Mr Jiang would resent being outshone by a 
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presence such as Mr Zhu, who oozes au- 
thority and proficiency and easily com- 
mands respect. Instead, Mr Jiang has 
shown a growing trust in his prime minis- 
ter. For instance, though Mr Zhu's main 
brief is in the economic field, Hong Kong 
newspapers report that the president has 
given Mr Zhu a say in foreign policy, by 
making him vice-chairman of the party 
leadership's foreign-affairs committee. Nor 
does Mr Jiang seem to resent Mr Zhu's tak- 
ing the centre-stage in economic reforms— 
presumably because Mr Zhu will be the 
first to take the flak if the reforms fail. 

Even in a country where political 
knives are long, Mr Jiang appears to have 
ruled out Mr Zhu as a threat. Certainly, Mr 
Zhu's rise from despair (he is the only se- 
nior leader of today who was persecuted 
during the Deng-led "anti-rightist" cam- 
paign against intellectuals four decades 
ago) to high leadership appears to have 
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come about through intelligence and en- 
ergy, rather than through back-stabbing. 
Further, Mr Zhu appears to lack that deter- 
mination to climb to the final rung. When 
he said several years ago that he wanted to 
give it all up and go back to Qinghua Uni- 
versity, he was thought to be in earnest. 

Mr Jiang seems to want now to be seen 
to be developing protégés and successors. 
Hu Jintao, at 55, is the youngest member of 
the Politburo’s standing committee. Al- 
though not much is known about him (he 
made his name as party secretary in Tibet), 
it is pretty clear that he is being groomed to 
succeed Mr Jiang. Mr Hu recently backed 
his patron's moves against the armed 
forces. “If they engage in business, the pow- 
erful army... could become a hotbed of 
corruption,” he said. That seemed to be a bit 
obvious. Presumably Mr Hu has plenty of 
time to polish his act. 
tL OE OUR AT. 4 eee eee emu 





Too nice to America? 


TOKYO 


HE curious case of Toshiyuki Takano 

is exercising the minds of students of 
Japanese diplomacy. Mr Takano was the 
director-general of the foreign ministry's 
North American bureau. He was in line 
for promotion in the ministry and 
tipped as a likely future ambassador to 
Washington. On July 7th, he was sacked 
as the American bureau's chief and 
packed off to obscurity in the foreign 
ministry's training school. 

One rumour is that Mr Takano was 
fired for a remark he made about co-op- 
eration between America and Japan in 
possible regional emergencies. The re- 
mark was interpreted, especially in 
China, as meaning that the two allies 
would help Taiwan if it were attacked. 
But he was not saying anything so bold. 
More likely, he is a victim of the growing 
impatience of the ruling Liberal Demo- 
cratic Party in general—and Keizo 
Obuchi’s new government in particu- 
lar—with the American bureau’s sympa- 
thy for America’s point of view. The re- 
mark may have been used as an excuse to 
remove him. Mr Obuchi was foreign 

| minister when he was sacked. 

Apart from what Japan sees as Ameri- 
can bullying over its economy, it is upset 
by America’s apparent indifference to 
the problems of Okinawa, the chief 
home of American forces in Japan. After 
an Okinawan schoolgirl was raped by 
three American marines in 1995, Presi- 
dent Clinton sought to ease local ten- 
sions by promising to close the marines’ 
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handing back a chunk of land occupied 
by the Americans. But the hand-back has 
got bogged down. No other prefecture in 
Japan has offered an alternative site for 
the marines. A proposal to build one off 
Okinawa’s east coast has been torpedoed 
by local residents. Somewhat relieved, 
the Americans have sat back and left the 
relocation problem to the Japanese. 
This week Okinawans were viewing 
America and the government in Tokyo 
even more critically after a disclosure in 
diplomatic archives of what the United 
States planned to do to the island had So- 
viet forces landed there during the cold 
war. They would have blasted the island 
and its inhabitants to smithereens using 
nuclear weapons. The story has re- 
minded Japanese of battles not so long 
ago. Military matters remain a deeply 
sensitive subject in Japan. Mr Takano 





Futenma air station (used mainly forhe- may have said nothing new. Diplomati- 
| licopters) and ten other facilities, cally, heshould have said nothing at all. 
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Cambodia's election 


Not quite the 
Nelson touch 


PHNOM PENH 


T HARDLY needed an official result in 

Cambodia’s election to know who won. 
Having stitched up a victory and even won 
international blessing for it, Cambodia’s 
ruler, Hun Sen, is trying to convert former 
foes into docile coalition partners. The ex- 
ercise may take a few weeks to complete. 

According to the figures issued on Au- 
gust 5th by the National Election Commit- 
tee, Mr Hun Sen’s Cambodian People’s 
Party (CPP) won only 41% of the vote. But 
with the help of some furtive mathematical 
footwork it looks set to claim more than 
half the 122 seats in the National Assembly. 
The royalist party of Prince Norodom 
Ranariddh looks likely to end up with 43 
seats and Sam Rainsy's party 15. Thirty-six 
other parties that contested the election 
seem to have been neatly wiped out. 

The result is still under attack by the 
prince and Mr Rainsy, who want recounts. 
The supposedly neutral National Election 
Committee seems reluctant to agree. But 
other events since the election make it clear 
that this was not the free and fair affair so 
swiftly proclaimed by international ob- 
servers, mostly from the European Union. 

A rush to urban safety by scores of terri- 
fied rural opposition activists after the elec- 
tion revealed the scale of the pervasive 
intimidation that preceded it. It also laid 
bare the weaknesses of an indecently hasty 
international observer mission and a 
Nelsonian determination amon£ senior 
EU officials to avoid seeing these flaws. 

In doing so, they incurred the wrath of 
those the mission intended to help. *Some- 
times I wonder if we're in the same Cambo- 
dia," said a local human-rights observer. 
Voters showing rather more savvy than for- 
eign observers are doubtful whether a 
prime minister as unpopular as even his 
own party admits Mr Hun Sen to be could 
emerge stronger from a free vote. 

Yet Mr Hun Sen may not have it all his 
own way. His party does not have the neces- 
sary two-thirds majority in the assembly to 
rule on its own. Hence the need for a coali- 
tion that includes at least the prince's party, 
and in which Mr Hun Sen says he wants to 
include Sam Rainsy's party as well. 

After the previous general election, in 
1993, Prince Ranariddh was made first 
prime minister, with Mr Hun Sen sharing 
power as second prime minister. Last year 
the prince was deposed in a coup and fled 
into exile but, after international pressure, 
Mr Hun Sen allowed him to return to fight 
the election. Clearly, they are not the best of 
friends. Neither are the prince and Mr 
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The prince is wary 


Rainsy. Any talk of a coalition would in- 
volve hard bargaining. 

Mr Hun Sen’s appointments from with- 
in his party will bea more interesting guide 
to the character of his post-election regime. 
The poll produced some spectacular re- 
buffs for the cpp in areas such as central 
Kandal province, where Mr Hun Sen lives. 
The area had received huge amounts of 
money for schools and development pro- 
jects. Many people in the party interpret 
such results as the price paid for Mr Hun 


Sen's more thuggish tendencies, and now 
expect him to take a more moderate course. 

After brutally crushing enemies at 
home and, he hopes, getting the election ac- 
cepted abroad, he may feel free to end the 
culture of impunity and corruption, and 
turn his mind to judicial and economic re- 
forms. But that means caging the thugs on 
whom he has relied in the past five years 
and bringing forward moderates and tech- 
nocrats. Is Mr Hun Sen either willing, or 
able, to deliver such a change? 





Malaysia 


It looks like an early election 


KUALA LUMPUR 


HEN the going gets tough, Mahathir 
Mohamad, the prime minister of 
Malaysia, gets tougher. With the abrupt end 
to nine years of spectacular economic 
growth, doubts about his leadership have 
been muttered; his acerbic attacks on spec- 
ulators and foreign predators have not 
helped the markets, nor prevented con- 
stant down-gradings of the country's inter- 
national credit rating. There have even 
been signs of disaffection in his party, the 
United Malays National Organisation 
(UMNO), which dominates the governing 
coalition. He thwarted any attempted chal- 
lenge to his position at UMNO's annual 
congress in June. Now he seems to be pre- 
paring to rout his opponents on another fa- 
miliar battlefield: that of a general election. 
Dr Mahathir does not have to call an 
election until April 2000. But the date is in 
his gift, and in the past few weeks he seems 
to have started his campaign. He has been 
touring the country holding rallies in the 
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political heartlands, warning big crowds of 
a new economic colonialism. Meanwhile, 
apparatchiks in UMNO and the coalition 
have told their members to be ready for a 
snap election. Political tipsters have their 
money on October or December this year. 
Options are limited because Malaysia is 
playing host to the Commonwealth Games 
in September, and the summit of the Asia- 
Pacific Economic Co-operation forum in 
November; and the Muslim fasting month 
begins in late December. 

Dr Mahathirs motives in seeking an 
early poll are not hard to grasp: with the 
economy in a bad way, he wants a fresh 
mandate before the difficult times ahead. 
He also wants to quash the perceived threat 
to his leadership from his deputy, Anwar 
Ibrahim. Since the prime minister controls 
the choice of election candidates, and the 
new cabinet, he can influence the outcome 
of an even more important election next 
year: UMNO’s three-yearly leadership com- 
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petition, which decides the party’s presi- 
dency, and hence who is prime minister. 
Dr Mahathir can stack his cabinet with loy- 
alists, who would then be in a strong posi- 
tion to win top party jobs. 

Mr Anwar, who is also finance minister, 
has already been undermined by the ap- 
pointment of his predecessor, Daim 
Zainuddin, as a minister with a role in 
supervising economic policy. An assault on 
the press is also seen as aimed, in part, at Mr 
Anwar. Two newspaper editors and a tele- 
vision executive have resigned in the past 
month. The papers have dropped some 
critical columnists, and ministers have de- 
nounced the papers’ coverage of the 
botched opening of Kuala Lumpur's new 
airport last month, and of the water short- 
age afflicting the capital. 

In a time of difficulty, Dr Mahathir is 
appealing to nationalism. He has been pre- 
siding over debates about a new “Malay- 
sian race”, including both the majority Ma- 
lay community and the minorities, of 
which ethnic Chinese form the largest, and, 
by and large, the richest. Chandra 
Muzaffar, a sociologist and former political 
prisoner, says that, since the race riots of 
1969, Malaysians have acquired a sensitiv- 
ity to ethnic “faultlines”, just as Japanese 
notice even minor earthquakes. 

Containing ethnic divisions, through 
preferential policies which have created a 
Malay middle class, is one of Dr Mahathir's 
proudest boasts. He has even managed to 
rally ethnic Chinese opposition leaders be- 
hind him in his latest row with predomi- 
nantly-Chinese Singapore: about the im- 
migration checkpoint Malaysia runs in 
Singapore at the railway station it owns. 
Singapore wants to move the checkpoint 
closer to the border; Malaysia objects. Tem- 
pers are so frayed that there are calls in Ma- 
laysia for a “freeze” in relations with Singa- 
pore. For Dr Mahathir the issue provides 
not just a diversion from the economic 
woes, but a reminder that tough leaders are 
good at dealing with foreigners. 





Public friends: Anwar and Mahathir 
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Afghanistan 


New battles 


CCORDING to the Taliban, who con- 
trol about three-quarters of Afghani- 
stan, they are poised to take the remaining 
quarter. According to the opposition, this is 
an empty boast. 

This week the Taliban occupied a num- 
ber of small towns close to Mazar-i-Sharif, 
the main town in the area of the north of 
Afghanistan held by the opposition. The 
most important of those to fall was Sar-i- 
Pul, about 25 kilometres (15 miles) from 
Mazar. Mazar was said to be quiet. But, just 
in case of an attack, 11 aid workers were 
evacuated from the town on August 4th in 
a Red Cross aircraft. 

If the Taliban took Mazar, they would 
probably claim that they now controlled 
the whole of the country. In fact, the loss 
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would be a blow to the opposition, but not 
necessarily the end of the fight. Mazar was 
briefly occupied by the Taliban in May last 
year as a result of treachery by local leaders. 
Then the Taliban were thrown out with 
heavy casualties by forces that stayed loyal 
to the opposition. Loyalty is one of the un- 
certain factors in the Afghan conflict. Fight- 
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ers may change sides as a result of bribes or 
some other advantage. Religion sometimes 
plays a part. The Taliban, fervent Islamists 
all, have sometimes overcome resistance 
simply by marching against the enemy 
with the Koran held high, as Christian sol- 
diers once valued the Cross. 

The opposition is an uneasy alliance, 
including former communists and the mu- 
jahideen who fought them when Afghani- 
stan was invaded by the Soviet Union. 
Their main bond is a common fear of the 
Taliban. Militarily, they seem fairly strong. 
Mazar is defended by forces under General 
Abdul Rashid Dostam, an ex-communist. 
He is well equipped with arms from Russia, 
which fears an advance of militant Islam 
towards the former Soviet states of Uzbeki- 
stan and Tajikistan. The other defender of 
the north is an anti-communist, Ahmad 
Shah Masoud, a former mujahideen leader 
whose forces are still dug in within shelling 
distance of the country’s capital, Kabul. 





Sri Lanka 


Blood and money 


COLOMBO 


COUNTRY with a civil war now in its 
16th year, and no end in sight, is enti- 
tled to look for the silver lining. Sri Lanka’s 
cause for modest cheer is the fact that its 
war against the Tamil Tigers seems to be 
good for its economy. The government this 
week ordered a month-long state of emer- 
gency, officially “for the preservation of 
public order” though more probably so 
that it can avoid holding some provincial 
elections it might lose. But at least it does 
not have to worry about the economy, 
which even after allowing for inflation is 
half as big again as it was ten years ago. 

Of course, the war costs money. This 
year's true defence budget—including hid- 
den items and cost-overruns—may add up 
to something near 6% of GDP. But some of 
this is paid for by a special defence levy, on 
top of ordinary taxes; although the levy cov- 
ers a wide range of goods and services, most 
Sri Lankans pay up cheerfully, which keeps 
the budget deficit relatively small and in- 
flation much lower than you might expect. 

Moreover, most of the expansion of the 
armed forces (now 120,000 strong, ten 
times bigger than in 1983, when the fight- 
ing started) has consisted of recruits from 
the poorer regions of southern Sri Lanka. 
Many of these had previously been unem- 
ployed; now their pay helps to support 
their families-perhaps as many as 
720,000 people in Sri Lanka's poverty- 
stricken rural hinterland. Peace could 
throw these families back into destitution. 

The war has created other new jobs. The 
security firms that provide a round-the- 
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clock guard for every private business of 
substance in Sri Lanka employ about 
150,000 people, mostly from the urban 
poor. A large number of others are engaged 
in supplying goods and services to the 
armed forces. In all, the war may be 
thanked for about 400,000 new jobs: not to 
be sniffed at, in a country with a popula- 
tion of about 18m. 

It is reckoned that a total of 520,000 
Tamil refugees have left the country since 
the start of the war, 60,000 of them to India 
and most ofthe rest to Europe, North Amer- 
ica or Australia. The refugee flow is still run- 
ning at 15,000-18,000 people a year. This is 
good business for the airlines (half of the 
foreign ones which currently fly into Sri 
Lanka might well abandon the place if the 
exodus stopped). Of more direct benefit to 
Sri Lankans are the remittances the refu- 
gees send to their families. These are esti- 
mated to be worth in the region of $500m a 
year, most of which goes to the black econ- 





omy; a former governor of the central bank 
recently estimated the black economy at 
about $4 billion a year, more than a quarter 
of the size of the official one. 

That is the silver lining. The black cloud 
is that a war which has already killed about 
55,000 people, soldiers and civilians to- 
gether, shows no signs of ending. In the 
north, it is true, it may be in its final stages. 
Jaffna, once the de facto capital ofthe Tamil 
Tigers, was captured by the government's 
men in May 1996. But the Sri Lankan 
army's attempt to open up a land route to 
Jaffna is proving both slow and costly. 

Worse, President Chandrika Kumara- 
tunga's plan for a more devolved system of 
government—designed to win over the 
milder sort of Tamils—has not only been re- 
jected by the Tigers but has also run into 
stiff opposition from many Buddhists, who 
make up nearly three-quarters of the is- 
land’s population. Buddhist monks, who 
wield great power in the country, have 
threatened to go from house to house to 
persuade people to oppose the devolution 
scheme. The ruling party, as a result, is split 
on the issue. Set against this, the fact that the 
Tigers have been outlawed in India, and 
were declared a terrorist organisation by 
the United States last October, is small 
consolation. 

Mrs Kumaratunga intends to fight on 
until the Tigers are crushed. The war's eco- 
nomic cost seems to be bearable. Yet the 
price it exacts may be reflected in another 
statistic. This largely Buddhist country, 
most of its people followers of one the 
world's gentlest religions, has one of the 
world's highest suicide rates. The official 
count of the number of people who have 
committed suicide since 1983 is 70,000— 
more than the war itself has killed. 
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In Houdini's footsteps 


WASHINGTON, DC 


HE performer is bound. He is sus- 

pended from a rope. An evil fire crack- 
les beneath him. His assistants have not 
seen this trick before, and mutter that it 
might even prove impossible. There seems 
no imaginable route of escape; and yet the 
performer has escaped so many times be- 
fore that his audience assumes he will 
amaze them. That was Washington this 
week, believing that the apparently impos- 
sible would prove possible somehow; and 
Savouring in anticipation or dismay the 
thought of an escapist's artistry. 

A bad performer, like Richard Nixon, 
retreats into his cave when things get 
rough; he broods, isolates himself, and by 
giving the appearance of defeat makes de- 
feat more likely. A good performer, like 
Ronald Reagan, remains genial even when 
the Iran-Contra scandal makes him look ex- 
posed and disingenuous. Mr Clinton aims 
to out-Reagan Mr Reagan. He has spent the 
past week partying with Hollywood stars in 
the Hamptons, raising money for congres- 
sional Democrats, and pausing to de- 
nounce Republican budget proposals. He 
is preparing to go on holiday in Martha's 
Vineyard, to visit Russia, to reform Social 
Security (the state pensions system). It has 
almost been possible to forget that on Au- 
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gust 6th Monica Lewinsky was due to 
testify before a grand jury, and that on the 
17th Mr Clinton must testify himself about 
his alleged affair with her. 

When, on July 29th, Mr Clinton an- 
nounced that he would testify, friends and 
foes alike declared that he must be frank 
about the relationship. From one side, Sen- 
ator Orrin Hatch said Republicans would 
not impeach the president if he confessed 
to the affair and apologised. From the 
other, George Stephanopoulos, formerly a 
senior Clinton aide, said the president 
could survive an admission of an affair bet- 
ter than he could survive perjuring himself 
before a grand jury. But by midweek Mr 
Clinton showed no signs of heeding this 
advice, apparently determined to cling to 
his denials and escape anyway. 

Denial has worked until now; but it is 
coming to seem reckless. On August 4th it 
emerged that Miss Lewinsky, who says 
there was an affair, had provided prosecu- 
tors with a photograph of the president that 
he had inscribed to her. She has also 
handed over tapes of telephone messages 
left by the president, as well as a notorious 
stained dress. The rBi has tested the dress to 
decide whether the stain was semen. If it 
was, more tests will follow, to try to match 


the DNA thus discovered on the dress to 
that of the president. 

How can Mr Clinton escape from this? 
The first, and most desperate, theory is that 
sheer tawdriness may release him. Ameri- 
cans may find the whole business so de- 
meaning that they will rush to forget it and 
move on, ignoring the more important pos- 
sibility that there may have been an ob- 
struction of justice in the case. Yet it is hard 
to believe that, if Mr Clinton continued his 
denials in the face of Miss Lewinsky's con- 
trary testimony and corroborating evi- 
dence, distaste for tawdriness alone would 
rescue him. 

The second theory is that Americans re- 
gard dishonesty about sexual affairs as ex- 
cusable. According to one typical poll, 6096 
of Americans believe Mr Clinton had an af- 
fair with Miss Lewinsky, and therefore that 
he has lied, both in sworn testimony to the 
Paula Jones lawyers and when addressing 
his countrymen on television. And yet the 
same poll suggests that 70% believe the 
president should not be impeached for 
this; and that, if he is, it will only hurt the 
congressional Republicans. 

This second escape theory has several 
weaknesses. Until now, Americans may 
have forgiven Mr Clinton for lying; but this 
may change if he lies arrogantly, ignoring 
evidence that gives him away, and doing so 
under oath before a grand jury. Besides, the 
president's poll ratings may be fragile. It is 
true (and amazing) that Mr Clinton’s job- 
approval ratings have gone up even since 
the latest scandal revelations surfaced. But 
it is also true that Americans say they trust 
Mr Clinton less (see chart). Sooner or later 
this “character gap” may damage the presi- 
dent sufficiently to make impeachment po- 
litically imaginable. Alternatively, the pres- 
ident’s high job ratings may falter. They are 
thought to reflect prosperity; so it is omi- 








That character gap 






70 

Do approve of the le 

was CR E 65 
his job as president 

55 

50 

Gaana | 





Sources: Gallup; American Enterprise institute 


27 


cy 


-y 


a -yr or 


LOW HEE ELIS IE ES 


UNITED STATES 





Budget surfeiting 


SAN FRANCISCO 


ALIFORNIA’S lawmakers, fretting 
over next year’s budget, have discov- 
ered a fiscal problem that causes even 
more acrimony than a deficit. It is a sur- 
_ plus. The state has a $4.2 billion surplus 
in tax revenues. Tempers have risen over 
whether to give it back, in a tax cut, or to 

spend it on obvious needs, like schools. 
| Squabbles between the legislature 
and the governor over the unexpected bo- 
nanza delayed passage of the state budget 
more than two months past the start of 
the new fiscal year. But at last the fight is 
over, and the governor has won. Pete Wil- 
son, a Republican, has managed to create 
the biggest tax cut in state history by using 
the surplus to cover a reduction in the car- 
licence fee every motorist must pay each 
year. The fee will be reduced by 25% in the 
first year, then steadily over the next five 
years until it becomes 75% lower than at 
present. The revenue cost to California of 

| this kindness will be $3.6 billion. 

The plan is premised on continuing 
| abundant tax returns, and that assumes a 
continuing boom in California's econ- 
omy. Fair enough: at present, there is 
hardly a cloud in the sky. The population 
is zooming upward, employment is con- 
tinuing to grow, personal income is on 
the increase (with demand for labour so 
high that wages rose nearly 7% last year) 


and the public mood is rosier than it has 
been for many years. Although Asia's 
woes are beginning to be felt—Silicon Val- 
ley has seen a small decline in orders for 
high-tech goods—the state's economy is so 
diverse that it may still comfortably 
weather the troubles across the Pacific. 
The surplus could have been spent, of 
course, on more prisons, more welfare or 
better schools (California's are among the 
country's worst), and there were plenty of 





Thank you, Governor Wilso 


voices in the legislature clamouring for 


that. Others wanted a cut in sales taxes or | 
property taxes. But how clever (from a 
man with his eyes still on the presidency), 
and how typical of California, is Mr Wil- 
son's proposal. The vehicle-licence tax | 
now costs the average car-owner $185 a | 
year: it could be reduced to about $50. In a 
state famous for its mobility, with 24m 
cars, the governor found the broadest dis- 
tribution of a tax benefit would be not to 
home-owners, but to owners of those 
tinny and polluting boxes that the devel- 
oped world outside America is trying to 
discourage. 
| 





nous that the past week has brought dismal 
growth statistics and a slide on Wall Street. 

Moreover, even if Mr Clinton can get 
away with lying about sex, he may not be 
able to brush off other charges. The 
Lewinsky business may occupy only a frac- 
tion of the report that Ken Starr, the inde- 
pendent prosecutor, is due to submit to 
Congress. Mr Starr will also deal with the 
Whitewater land deal in Arkansas, with the 
firing ofthe White House travel agents, and 
with the discovery of rBi files on Republi- 
cans at the White House. He is apparently 
hoping to connect these scandals, by dem- 
onstrating that Mr Clinton used similar 
cover-up tactics in all of them. He is not 
merely concerned with lies about sex; he is 
concerned that lies may be a presidential 
habit. And the polls that suggest Americans 
are forgiving about sex-related lies also sug- 
gest that, if there is evidence that the presi- 
dent obstructed justice, a majority favour 
impeaching him. 

This week Mr Starr seemed to come 
closer to the evidence needed to demon- 
strate a pattern of obstructing justice. On 
August 4th William Rehnquist, the chief 
justice, ruled that White House lawyers 
must submit to Mr Starr's subpoenas. This 
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clears the way for the prosecutor to inter- 
view a string of people from the counsel's 
office, in order to decide whether this was 
the HQ for scandal suppression. According 
to Linda Tripp, a main witness in the 
Lewinsky business who used to work in 
that office, the deputy counsel once told her 
that if she didn't keep quiet, she would be 
"destroyed." If Mr Starr can draw a link be- 
tween Mrs Tripp's claim and earlier at- 
tempts to silence people in other scandals, 
then he may be able to shift the focus from 
sex to bigger issues. 

It is, admittedly, a big “if”. Some Repub- 
licans hope that Mr Starr's report will focus 
America’s attention on the president's long 
history of alleged misdeeds, and so create a 
climate favourable to impeachment. But 
the various Clinton scandals are so compli- 
cated that weaving them into one pattern 
of obstructing justice will be difficult; and 
focusing popular attention on them may 
prove even harder. Perhaps the president's 
best hope, after his inescapable testimony 
on August 17th, is that the more serious 
charges will not stick; and that, if he hangs 
tough, the fire beneath him will fade and 
the audience will go home exhausted. 





Amtrak’s subsidies 


Near the buffers 


WASHINGTON, OC 


EGEND has it that Cornelius Vanderbilt 
began building his fortune at the age of 
16 with a $100 loan from his mother. Start- 
ing up a shipping company, and putting 
the profits into the New York Central Rail- 
road, he turned $100 into $100m. The ty- 
coon must revolve in his grave every year 
when the president of Amtrak, America’s 
ailing government-owned railway com- 
pany, goes hat in hand to Capitol Hill for 
money to prop up a network many think 
should go the way of the stagecoach. Unlike 
Vanderbilt's venture, Amtrak has been 
awash in red ink since its creation in 1970. 
Its days may now be numbered. This time, 
mother probably can’t help. 

Debates about the future of Amtrak, like 
the suffocating humidity, are summertime 
constants in Washington. Begun as a 
means of promoting private rail travel, Am- 
trak was granted monopoly status and an- 
nual infusions of money by Congress. In its 
28-year history, it has received more than 
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Judder, judder, 
Amtrak's working capital, $m 
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Source: GAO — 


$20 billion from the government to con- 
tinue a service that runs through 45 states. 
Although it has never been profitable, 
many commuters rely on it, particularly in 
the north-east and in the Los Angeles-San 
Diego corridor. This fact, combined with a 
virulent strain of romanticism among 
Americans who enjoy train travel, has so far 
enabled Amtrak to escape the congres- 
sional axe. 

If a group of Republicans in Congress 
get their way, however, Amtrak may not be 
far from the block. Senator John McCain, 
chairman of the committee overseeing Am- 
trak, wants it killed off. Looking at Amtrak's 
finances, it is not difficult to see why. Ac- 
cording to a report by the General Account- 
ing Office (GAO), it spends on average al- 
most $2 for every dollar of revenue it earns, 
and on some routes the ratio is as high as 
three to one. Since 1994, it has lost more 
than $31 billion—$47 per passenger last 
year. Although it claims that it can wean it- 
self off operating subsidies by 2002, the 
GAO finds this hard to believe. 

In a rescue attempt, Congress last year 
approved a $2.3billion tax refund for Am- 
trak (despite the fact that it has never paid 
taxes) to help improvements such as a high- 
speed route between Boston and Washing- 
ton, DC. The reasoning was that, if Amtrak 
could update its ageing fleet and track, it 
could move into the black in a few years' 
time. Unfortunately, it now says it will be 
using a large part of the $2.3 billion just to 
cover operating expenses. Even Amtrak's 
advocates on Capitol Hill seem shaken. Al- 
though its foes there will probably keep the 
company alive until 2002, their wrath may 
explode if Amtrak's pledge of self-suffi- 
ciency by that year proves hollow. 

Given this bleak picture, should the gov- 
ernment give up its charade and admit that 
rail travel in the United States is a vacation- 
er's luxury that ought not to get federal dol- 
lars? Mr McCain may think so, but he is 
from Arizona, where a passenger train is as 
rare as a blue-spotted lizard. Senators from 
traindoving states—such as Frank 
Lautenberg, a Democrat from New Jersey, 
and William Roth, a Republican from Del- 
aware—understand that subsidising Am- 
trak is hard to justify economically but 
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makes eminent political sense, because it 
has their constituents’ support. They add 
piously that it reduces highway congestion 
and air pollution, and helps poor riders 
who cannot afford air travel. 

This last argument is spurious, since the 
vast majority of Amtrak’s riders are not 
poor people; these prefer the cheaper (pri- 
vately owned) national bus service. Accord- 
ing to the Bureau of Transportation Statis- 
tics, only about 20% of America’s rail 
passengers have a household income be- 
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low $25,000, but over 50% of bus passen- 
gers do. As for the congestion and pollution 
arguments, a study released by the Cato In- 
stitute, a libertarian think-tank, reports 
that, though Amtrak does cut highway con- 
gestion in the north-east and the California 
corridor, its impact elsewhere is negligible 
because so few people use it. 

Perhaps the only way to save American 
train travel is by dismantling the Amtrak 
leviathan. The first step would be to sepa- 
rate the valuable short-distance routes in 





Bad days for piggybanks 


WASHINGTON, DC 


AMERICANS have never 
been known for their thrift. 
But there was hope that, as 
the baby-boom generation 
matured, they would put 
more oftheir pay in the piggybank Some 
hope. According to the Commerce De- 
partment's latest annual revisions to the 
national-income accounts, Americans 
are saving less than ever. 

| The new figures show that in 1997 
Americans saved only 2.1% of their per- 
sonal disposable income, revised down 
from 3.9% (see chart), while in the second 
quarter of 1998 the savings rate plum- 
meted further, to 0.6%. Separate figures 
published on August 3rd showed that it 
was a mere 0.2% in June. Americans have 
, not saved so little since the depression of 
| the 1930s. Between 1950 and 1989, in 
| contrast, they salted away an average 
7.7% of their disposable income. 

The technical explanation of this sav- 
ings plunge is simple. In their statistical 
revisions, the Commerce Department's 
number-crunchers lowered the totals for 
personal income and raised those for 
personal spending. The biggest change 
came on the income side, and much of 
that was due to a change of definition. 
Unlike other capital gains, the boffins 
used to count mutual funds’ distribution 
of capital gains as income. The new in- 
come figures exclude these mutual 














funds’ distributions, thereby sharply 
lowering the personal savings rate. | 
These new numbers tell a dramatic 
story. Americans have been on a spend- 
ing binge well beyond the growth in 
their income, spurred by the stockmark- 
et's rise. Since the end of 1994 higher as- 
set prices have added about $12.5 trillion 
to household wealth. As their assets have 
appreciated, Americans have felt richer | 
and they have spent more, driving the | 
savings rate down to near zero. | 
These new figures show Wall Street's 
“wealth effect” with a vengeance. They 
help to explain why consumption has 
been booming so strongly. But they also 
expose the economy’s vulnerability. A 
boom on the back of a wealth-driven 
binge could quite easily turn to bust. 
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the densely populated corridors from the 
long-haul services like those between Chi- 
cago and Los Angeles. The commuter routes 
could either be financed by the interested 
states (which have already shown a willing- 
ness to pay their own way) or, preferably, 
auctioned off to private bidders who recog- 
nise their potential profitability. 

If the government completes proposed 
improvements such as the Boston-Wash- 
ington line, these routes would become 
more attractive to prospective suitors. As 
for the longer routes, though there is little 
justification for these “land cruises" getting 
taxpayers’ dollars, the demand for train 
travel through breathtaking scenery will al- 
ways exist. The government could privatise 
these routes, creating a market for rail travel 
similar to the ocean-cruise industry. 

Pulling the plug on years of state life- 
support will not be easy, given the clout of 
Amtrak's defenders and the unpopularity 
of cutting the number of American cities 
served by trains. Yet the unsavoury alterna- 
tive—continuing to prop up a system that 
provides little social benefit and leaks 
money faster than it can be poured in— 








Dairying in New England 


A contented moo 


SOUTH LONDONDERR Y, VERMONT 


F THE dairy farms go, says Jesse 

Pomeroy, who owns the Middletown 
Farm milk business on a pretty road in 
southern Vermont, *New England will lose 
its supply of local milk and the way it 
looks ... It becomes either puckerbrush or 
condominiums." Puckerbrush, a good New 
England word for abandoned and thistly 
fields, might be slightly the better of the 
two; but neither would look like picture- 
postcard New England, where cows must 
graze on fields as smooth as lawns. 

In 1988 New England, which covers six 
north-eastern states, had 4,829 commercial 
dairy farms. By 1997 it had lost 1,580 of 
them. Vermont, the New England state 
with the largest number of commercial 
dairy farms, had 1,908 in 1997, down from 
2,713 ten years ago. When Mr Pomeroy 
started working at Middletown Farm in 
1977, there were 16 dairy farms in the area. 


and clearing driveways in winter. Other 
small farms in the area make cheese and of- 
fer sleigh rides to make ends meet. 

For the moment, however Mr 
Pomeroy's lot is better than it might be. Like 
other farmers in the region, he has seen his 
income increase this year because the fed- 
eral government's Northeast Interstate 
Dairy Compact went into effect in July 
1997. Mr Pomeroy, who milks 40 cows out 
ofa herd of 80, had his pay-cheque go up by 
$3,500-4,000: à friend milking 55 cows got 
à $5,000-6,000 rise. The compact guaran- 
tees dairy farmers a monthly minimum 
price for milk, adjusted for quality. In the 
first ten months, it paid about $33m more 
for milk than the old federal pricing system 
would have done. 

Thisarrangement is meant to be tempo- 
rary, until the federal Department of Agri- 
culture comes up with a reorganisation of 
the national milk market that is meant to 
be completed by 1999. It will probably stay 
in place only until October next year. But 
other states see it either as a pressing threat 
or as a scheme to be imitated. Minnesota 
and Wisconsin, both big milk-producing 


makes the fight worthwhile. Today only four are in operation. He adds states, are strongly opposed; but, according 
to the family income by selling firewood to Ken Becker, the executive director of the 
| Witnesses toa death à price in the millions of dollars. | 


$T LOUIS 


BRAHAM ZAPRUDER did not think 
to bring his new Bell & Howell 
home-film camera to work, even though 
he planned to go to Dealey Plaza at noon 
to see President Kennedy’s motorcade on 
that clear, bright Friday in November 
1963. Some employees at his Dallas dress 
factory said he should go home and get 
the camera, and take a few pictures of the 
president for his grandchildren. 
Zapruder did so. From his perch on 
the famous grassy knoll, he wasted a few 
| seconds of film on the police escort lead- 
ing the motorcade, and then switched the 
camera off until the president's limou- 
sine turned the corner on to 
Elm Street. As he looked 
through the viewfinder tracking 
the open car he saw the presi- 
| dents head explode into a 
cloud of brain and blood di- 
rectly in front of him. Zapruder, 
who died in 1970, never 
touched a film camera again. 
| His footage instantly be- 
| came the most important 26 
seconds of film in America, and 
yet for a while it was largely un- 
seen. Time-Life bought the reel 
for $150,000 and withheld all 
but a few frames from the pub- 





the 1970s, and one was broadcast in 1975. 
Then Time-Life returned the film to the 
Zapruder family, who let researchers 
make copies. Painstaking frame-by-frame 
analysis of the Zapruder film became the 
focus of any debate about the Kennedy 
assassination. 

Even then, most Americans did not 
have full access to it until the release in 
July of a digitally remastered version on 
videotape, selling for $19.95. The original 
film, meanwhile, rests in a refrigerated 
vault in the National Archives, while the 
Zapruder family and the federal govern- 
ment—which wants to buy it—haggle over 





. lic. Bootleg copies appeared in The angle Zapruder didn't see 
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Other evidence of the assassination is 
proving more elusive. At the start of Au- 
gust, the Kennedy Assassination Records | 
Review Board reported that photographs 
believed to have been taken at the au- 
topsy by the late Robert Knudsen, a for- 
mer White House photographer, had ap- 
parently disappeared, and Knudsen 
suspected that at least one of the previ- 
ously released photos had been altered. 

The board also reported the disap- 
pearance of a second set of autopsy notes 
taken by an attending doctor. The chief 
pathologist long ago admitted to the War- 
ren Commission, the official government 
inquiry into the assassination, that he 
had burned the notes and original draft 
report in his own fireplace. The latest rev- 
elation will add yet more doubt 
to the already deep scepticism 
about the Warren Commis- 
sion's findings. 

One gruesome piece of the 
puzzle may be closer to a solu- 
tion. The president's brain has 
long been inexplicably missing; 
this has caused wild specula- 
tion. The review board now sug- 
gests that Kennedy's personal 
doctor, Admiral George Buck- 
ley, may have taken the brain to 
the president's brother, Robert 
Kennedy. Beyond that the mys- 
tery deepens, perhaps never to 
be solved. 
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The Pomeroys and friend 


Compact Commission in Montpelier, Ver- 
mont, ten or 11 south-eastern states are busy 
working on a plan much like the Compact. 
New York's dairy farmers, not part of the 
plan, badly want to be in it. If New York 
joined, New Jersey and Delaware would 
doubtless try to squeeze in too. But when 
New York's legislative session ended on 
June 19th, the state was still not officially 
part of the Compact. 

That was because of big-city opposition. 
The cities feared the Compact would make 
milk more expensive, and of course it has. 
When the Compact came in, milk prices 
went up by 15-20 cents a gallon as proces- 
sors and grocers sought to safeguard their 
profits. But the outcry from consumers— 
and those who speak for the poor—seems to 
have faded, because the more vulnerable 
groups have been protected. The Women, 
Infants and Children nutrition pro- 
gramme gets compensation from the Com- 
pact School lunches are exempt from 
higher prices. Consumers pay an average 
$2.59-2.89 a gallon at the supermarket, but 
milk can be found for $2 a gallon. 

The worst threat to the Compact is nOw 
not consumer resistance but New Eng- 
land's recent over-supply of milk. By June, 
the region was awash with the stuff, 4% 
more than normal. John Schnittker of Pub- 
lic Voice, a Washington non-profit group, 
calls this a "startling amount" for the north- 
east. Too much milk may lower milk prices 
elsewhere. Mid-western farmers are already 
protesting about its effects on them. If the 
Compact is to blame for the glut—and that 
is not yet clear—the New England states 
must reimburse Uncle Sam for buying up 
the extra milk. The Compact Commission 
has begun to hold back a small percentage 
of farmers’ monthly cheques for an escrow 
fund, in case one is needed. 

Farmers insist that the Compact did not 
cause the over-supply. They did not buy 
more cows, they claim; there was just à 
mild winter, and after the January frost the 
grass grew like Topsy. Still, there may be a 
Compactrelated reason. According to 
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Reenie Degues, the head of research at the 
Vermont Department of Agriculture, the re- 
gion is floating in milk because New York 
farmers (despite not being part of the Com- 
pact) have shipped in their milk for several 
months under normal interstate com- 
merce laws. In recent months 25% of New 
England's milk supply has come from New 
York, 40% from Vermont and 35% from the 
other five states. 

Despite the glitches, New England's 
dairy farmers are more than content with 
the Compact. Charges of price-fixing fall on 
deaf ears; it may be the best thing that has 
happened to them since the refrigerated 
rail car. “With the Compact in effect, there 
are no periods now when we can't pay our 
bills,” says one. "It's about time farmers 
started making a decent living." 





On the Mexican border 
The sewage war 


SAN ANTONIO, TEXAS 


HE border between the United States 

and Mexico is booming. The number of 
people living along its 2,100 miles has risen 
from 3.5m in 1980 to well over 12m now. 
Mexican towns like Tijuana and Ciudad 
Juarez have become industrial hubs of con- 
tinental consequence. There is, however, a 
predictable bleak side to it all. More than a 
third of Mexican households in border 
towns lack access to sewerage systems, and 
those that do exist often send the muck un- 
treated into the nearest river. On the other 
side of the frontier nearly 500,000 people 
still live in colonias unincorporated 
slums, many of which lack running water 
and sewerage. Something had to be done— 
not just for the people, but to conserve what 
little water the region possesses. 

In 1993 the two governments decided 
to create a bank for underwriting public-in- 
frastructure projects along the border. The 
grandly named North American Develop- 
ment Bank (NADB) opened for business in 
1995. Its task was to identify, and provide 
money for, workable projects that would 
improve the water supply, and the han- 
dling of solid and liquid waste, in commu- 
nities within about 60 miles of the border. 
The bank, along with its sister organisation, 
the Border Environment Co-operation 
Commission, was greeted as a saviour. Ru- 
mours spread that it was sitting on $8 bil- 
lion; mayors on both sides of the border 
proclaimed that great improvements were 
on the way. 

Then came the anti-climax. Once it be- 
came clear that the bank was not going to 
open its purse-strings as soon as you smiled 
at it, the complaints began. Some claim it is 
little more than a dump for “effete World 
Bank types” who shuffle paper and fatten 
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themselves on platinum expense accounts. 
"They've done nothing in three years,” says 
one furious politician. "They're supposed 
to lend. I'd like to ask what's going on." 

What's going on is that the bank has a 
miserable job. Dealing with sewage and 
water is, after all, neither a lucrative nor an 
inspiring business. The bank's board, led 
by American and Mexican treasury ofh- 
cials, has complicated things by giving it 
apparently contradictory orders: it must 
lend quickly, but preserve the value of its 
capital. In practice, the bank can either rush 
to meet its applicants' needs, or take a more 
measured and therefore frustrating ap- 
proach. Either way, the politicians' knives 
will be out for it. Raul Rodriguez, its chief 
manager, is clear which course he prefers: 
“I think that in the long run everyone 
would prefer these projects to be sensibly 
financed and professionally managed." 

Mr Rodriguez, an affable, Harvard-edu- 
cated Mexican, argues that the NADB is less 
a bank than an instrument for getting un- 
wieldy projects off the ground. The border 
towns, he explains, are littered with 
elefantes blancos, badly thought-out bits of 
central planning that now lie abandoned 
or under-used. To avoid white elephants of 
its own, the bank has to get down to the 
nuts and bolts of utility management. And 
that $8 billion the politicians carelessly 
said it had to spend? A fiction. When the 
NADB was created, border towns were 
asked what projects they needed money 
for. The resulting wish-ist added up to 
about $8 billion. 

In fact, the bank's current capital is 
$450m, with another $2.55 billion in call- 
able funds. It is dished out sparingly. This 
year's operating budget is a modest $6.2. 
Only a small portion of any project is fi- 
nanced directly by the NADB. The rest 
comes in the form of commercial bank 
loans, bond issues, grants from the Border 
Environment Infrastructure Fund, and eq- 
uity the bank bullies out of the companies 
that build the projects. The bank's people 
do not live flashily. It has a staff of 32, 
housed in unpretentious offices provided 
rent-free by the city of San Antonio. 

And it does make a difference. Ciudad 
Juarez, a city of 2m people, has no waste- 
water treatment plant; it pumps the sewage 
straight into the Rio Grande. Now the 
NADB has put together a $31m package for 
two such plants, and work is due to start 
next month. It took the bank three years to 
put the deal together; but, as Mr Rodriguez 
says, the point is that nobody had managed 
it before. If you live in Ciudad Juarez, and 
have a sensitive nose, the bank is doing a 
sterling job. The question is whether, given 
the rate of growth along the border and the 
pressure on its fragile desert ecosystem, it 
can do enough sterling jobs quickly 
enough. 
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New York's splintering left 


66 HA you got your Envy?”, asks the man at the gate as yet 
another BMW draws up. Gucci has provided free bottles 
of “Envy for Men" for the 1,000 people attending the $75-a-head 
State Pride tea-dance at Bridgehampton. A somewhat sweaty gay 
picnic in Long Island would not be every politician's cup of tea: 
it is hard to imagine, say, Pat Buchanan jovially introducing his 
wife to two ear-ringed young men, still swaying to Lou Reed's 
"Perfect Day". But for Mark Green, the most liberal of the three 
Democrats running for Al D'Amato's Senate seat, such cam- 
paigning comes naturally: the votes of homosexuals could help 
him wrest the primary from his better-financed and better- 
known opponents, Geraldine Ferraro and Charles Schumer. 

Mr Green's next stop is a glitzy 
"Stop the Radical Right" fund- 
raiser at a lake-front mansion just 
around the corner. Mr Green, New 
York city's Public Advocate, duti- 
fully jokes about the perils of go- 
ing public with bankers from 
Goldman Sachs, and listens to 
Norman Lear attack the intolerant 
Christian right, the veteran televi- 
sion producer's eloquence slightly 
wasted on the sleek young woman 
who mutters “But I thought 
Bianca Jagger was here.” The next 
morning Mr Green heads back to 
the city to campaign at the annual 
Bronx Dominican parade. His 
candidacy has already won the 
blessing of Al Sharpton, the city’s 
leading black firebrand, and sev- 
eral powerful unionists. 

Mr Green, who cut his teeth as 
a consumer-rights lawyer, prefers 
to be called “progressive”, but 
words like “left-wing” and “lib- 
eral” still matter in New York. The 
Big Apple has more rich liberals than any other city in the coun- 
try. It also has a higher proportion of unionists, blacks, public- 
sector workers and other leftish groups. The city is the left's main 
thinking shop. And unemployment, inequality and even envy 
(of the unbottled sort) are all higher than the norm. 

Fertile ground, you might think. But New York’s left is in dis- 
array. Last year a Republican, Rudolph Giuliani, was trium- 
phantly re-elected mayor, trouncing Ruth Messinger, the con- 
summate liberal New Yorker, even in her Upper West Side 
stronghold. This year, another Republican, George Pataki, will 
almost certainly be re-elected governor, and, despite Mr 
D’Amato’s less-than-lovable image, few people in New York poli- 
tics would bet against the senator, either. As for the likeable Mr 
Green, he is running third in the polls on the Democratic side. 

New York's left has its excuses. “Ifa coyote managed to bring 
down crime, New York would re-elect it," is one response to Mr 
Giuliani's success. The mayor is also a moderate on many social 
issues. But clever positioning by Mr Giuliani has played only à 
small part in the left's disintegration. As Fred Siegel narrates in 
"The Future Once Happened Here" (Free Press, 1997), by the end 
of the 1980s urban liberalism had become associated with ever 
bigger government, poor schools, filthy streets and crime. David 
Dinkins, the city's most recent Democratic mayor, was a decent 
man with the mark of doom on him. 





Ever since Mr Giuliani ousted Mr Dinkins in 1993, New 
York's left has been stuck in an unruly rut. What was once its 
great strength—the fact that its support ranged from the Bronx to 
Bridgehampton—now seems a weakness. Social causes that so 
appeal to wealthy liberals matter little to trade unionists; the 
cutbacks that government workers in the Bronx so fear appeal to 
many Upper West Siders because they mean lower taxes. And 
those divisions are the most visible ones. New York's left has 
atomised, with people chasing ever more individual causes in 
different special-interest groups. 

"A generation ago," muses Victor Navasky, the publisher of 
the Nation, “young liberals used to dream about changing the 
world. Now they spend their eve- 
nings trying to improve things 
like tenant rights." Mr Green's op- 
position to the death penalty 
seems to matter less to some New 
Yorkers than his successful cam- 
paign to lower dry-cleaning 
charges for women. Politicians on 
the left nowadays have to make 
hundreds of small promises 
rather than a few big ones, and 
this muddles the message. 

The travails of the left in New 
York are mimicked nationally. 
With Richard Gephardt appar- 
ently unsure of his ground and 
drifting to the centre, the left's 
standard will probably be carried 
by Paul Wellstone, a senator from 
Minnesota, who is not expected to 
trouble Al Gore unduly. Some 
unionists have taken heart from 
the recent strikes at General Mo- 
tors and UPS; in fact, they stick out 
because of their rarity (particu- 
larly in a tight labour market). 
Public-sector workers have heard President Clinton declare war 
on Big Government; the unemployed have heard him try to end 
welfare as we know it. While leftish academics still feud over 
who said what about the Rosenbergs, right-wing intellectuals 
push further reforms, such as education vouchers. 

Previous periods of unfettered capitalism in America have 
usually led to leftish backlashes. But so far, if New York is any- 
thing to go by, the left's attempts to regroup have only accentu- 
ated its fragmentation. Conferences have spawned as many 
rows as they have agreements. Last month a group of unions 
started the Working Families Party, which will press for cheap 
health-care and better schools—and higher taxes on the rich. 
Wealthy liberals seem unimpressed, just as they were by a recent 
mildly violent rally of construction workers in Manhattan. 

In fact, a few more years in the wilderness might be no bad 
thing for the left. Intellectually, it still has a knee-jerk reaction to 
issues like privatisation and globalisation that are not necessar- 
ily bad for the people it claims to represent. And, politically, it 
still lacks a leader who will lead, rather than merely placate, in- 
terest groups. Eventually, the generation of young activists cur- 
rently hounding tobacco companies or organising petitions 
about childcare in Brooklyn may yet produce such a figure. But 
for the moment, as one leading Manhattan liberal puts it, “we 
are just holding the fort." 
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Colombia on the brink 


BOGOTA 


Anew president; big guerrilla attacks, yet fresh hopes of peace; an economy to 
be revitalised; a new politics to be born; renewed links with the United States; 
new tactics in an old drug war: Colombia faces momentous change 


F YOU want to talk peace, the best start is 

a bitofsuccessful war: that is the hopeful 
explanation ofthe guerrilla attacks that this 
week engulfed Colombian army and police 
posts and oil installations, leaving 150-200 
of the security forces dead and many in 
rebel hands. President-elect Andres Pas- 
trana, due to take office on August 7th, flew 
home on August 3rd from a fence-rebuild- 
ing visit to Washington into a crisis. And 
security is not his only challenge: the econ- 
omy is sluggish, the treasury in deficit, pub- 
lic life chaotic, corruption and drugs as 
menacing as ever. Yet Colombia today has 
better chances than for years—if its elite, its 
plain people, its rebels and its new presi- 
dent have the courage to grab them. 


The road to peace? 

The main reason is the change of presi- 
dency, and—above all—the hope of an end 
to 34 years of guerrilla war that it has 
brought. On June 21st Mr Pastrana, a Con- 
servative but backed by a "grand alliance 
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for change”, ended 12 years of Liberal rule, 
defeating Horacio Serpa, a former interior 
minister of the outgoing, much-disputed, 
President Ernesto Samper in a second- 
round vote. The turn-out, nearly 60%, was 
high by Colombian standards, and the de- 
mand for far-reaching change manifest. 

Mr Samper had tried more than once to 
get peace moving; indeed this February his 
negotiators won a talks-about-talks deal 
with the ELN—Army of National Libera- 
tion—the smaller of the two main left-wing 
guerrilla groups. But his political weakness 
killed his hopes; the deal, like other at- 
tempts, came apart, because the guerrillas 
were not really ready to talk with him. 

Mr Pastrana was different. Within days 
of his victory, he flew to the jungle to meet 
the leader of the FARC, the Revolutionary 
Armed Forces of Colombia, the larger 
group. Separately, a new National Peace 
Council, unofficial but officially blessed, 
had arranged to meet the ELN in mid-July, 
in Germany. “Civil society” would be there, 
said the council, and it was: bish- 
ops and top businessmen, trade- 
unionists, farmers, even the chief 
prosecutor and a leading judge. 

Both guerrilla groups agreed to 
humanise their war; and on condi- 
tions—notably, from the FARC, de- 
militarisation of a chunk of central 
Colombia—to talk peace once Mr 
Pastrana was in office. Then, on 
July 27th, came a real surprise: a 
deal with the Auc—United Self-De- 
fence Units of Colombia—the para- 
military groups, fierce and increas- 
ingly aggressive enemies of the 
guerrillas, and eager to be recog- 
nised like them as a political force. 

Do they all mean it? No, says 
the army. The ELN had barely 
signed up before last week it at- 
tacked a northern town, blowing 
up civic buildings. Then came this 
week's attacks, the worst in de- 
cades. As were government losses: 
at least 20 men killed near Uribe, 
150km (93 miles) south of Bogota, 





Pastrana: crisis and opportunity 


at least 40 when an anti-drugs base at 
Miraflores, in the guerrilla-ridden south- 
east, Was Over-run, with 150 more wounded 
or captured. Longer-term, the army fears 
"demilitarisation" just means time and 
space for the guerrillas to consolidate their 
grip (no disaster, in fact: the area is big but 
its people and non-coca resources few). 

Yet—though the ELN is plainly split be- 
tween hard men and less hard—the best bet 
is that war is now a preparation for diplo- 
macy. Even the Auc, butchers as they are— 
they massacred 35 civilians as alleged guer- 
rilla supporters in one raid on the oil town 
of Barrancabermeja in May—are not only 
that. Most Colombians are desperate for 
peace; but the guerrillas and their rivals are 
also under pressure, and know they now 
risk all-out war with each other. 

The road to peace will be bloody; and 
nasty, even for civilians, even if the guerril- 
las keep their promises. The ELN love to kid- 
nap for ransom, and it is no game: as the 
cattle farmers’ organisation laments, over 
250 of its members have been seized this 
year and 18 ended up dead. Yet civil soci- 
ety’s negotiators, in effect, accepted that the 
ELN can go on, sparing only old people, 
children and pregnant women—and that 
only if it can find other sources of cash. 
Likewise it, or the AUC, can attack not mili- 
tary targets identified as such, but anyone 
not visibly civilian; Barrancabermejans 
now wear white ribbons. Pierre Gassman, 
local head of the international Red Cross, 
thinks far too much was conceded. “Scan- 
dalous,” says Alfredo Rangel, a realistic for- 
mer security adviser to Mr Samper. 

Details of the hoped-for talks are still 
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uncertain. Soon, all agree, but how? The 
ELN wants a "national convention", the 
FARC direct negotiations with the govern- 
ment. Neither so far accepts any role for the 
AUC. The best guess is an initial series— 
maybe a shambles—of separate tables, 
somehow to be drawn into one at the end. 

What end—if any? These will not be the 
traditional diplomatic negotiations, “con- 
demned to success". Both FARC and ELN are 
well to the left, the ELN more intellectually 
so, therefore less pragmatic, with an espe- 
cial dislike of the United States, multina- 
tional companies and, above all, oil ones. 
Many of the guerrillas’ generalities sound 
acceptable to anyone. Not so the details. 

The ELN, for instance, wants all natural 
resources nationalised. Existing oil con- 
tracts? Revise them. Their basic principle 
now is: the—usually foreign—company 
pays all exploration costs; the oil, if any, to 
go 20% to the state, 40% to its oil company, 
Ecopetrol, 40% to the foreigners. Fair 
enough? Not for the ELN. Oil prices? “Sov- 
ereign management”, in world markets. 
Foreign investment? Yes, if it brings tech- 
nology—and is linked to Colombian prior- 
ities, economic and social. Foreign debt? 
Renegotiate it, say ELN and FARC alike. 

Fine, if Colombia lived in a world of its 
own. Even there other demands would jar. 
The ELN wants “a new army, based on the 
insurgent forces”; guess the generals’ reply. 
Both groups are keen on land reform: take 
land—confiscate it, says the ELN—from 
drug dealers, landlords and big estates, and 
give it to the landless. Turn poor people 
without land into poor people with it, 
snort the cattlemen. Yet they share the aim 
of better rural credit, roads, markets and 
prices, just as Mr Pastrana promises wide 
land reform. Somewhere in all this a deal 
may be possible. Or it may not. 


Drugs, violence and corruption 


The guerrilla-cum-paramilitary war—and 
the hundreds of thousands of displaced 
persons it has generated—is by far the big- 
gest challenge to Mr Pastrana. But—even 
were the United States not obsessed with 
it—he cannot ignore the war on drugs, and 
the crime and corruption they lead to. 

The two wars are distinct. The guerrillas 
mostly do not grow or trade drugs. But they 
protect those who do, at a price. Growers 
(say the police) pay $100 per hectare of coca, 
laboratories $100 per kilo of cocaine, traf- 
fickers’ airstrips $18,000 per take-off. The 
Americans try to insist that their military 
aid be used solely against drugs. The armed 
forces just as eagerly diffuse the concept of 
“the narco-guerrillas”. It is half-true. 

The two wars share another root: a tra- 
dition of violence unique even in Latin 
America. The 150-year rivalry of their two 
big parties has led Colombians repeatedly 
to civil war. Today, 30,000 or so are mur- 
dered each year. Cali in 1997 recorded 90 
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murders per 100,000 people, Bogota 49, 
outrunning even Caracas’s 48, Rio de Jan- 
eiro’s 34, Mexico city's 12 (and Chicago's 
30). Some minor cities do far worse. An- 
other figure shows why: nationwide, police 
seize 500 knives and guns a week. 

What is unique to the drug trade is the 
scale of money involved, and the resultant 
corruption. The smashing of the Medellin 
and Cali mobs in 1993 and 1995 badly hit 
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O ONE country on its own can sen- 

sibly decriminalise illegal drugs. 

The world could collectively, but won't. 

Yet suppose it did: would Colombia be 
better off? Yes, says Ernesto Samper. 

It is a qualified yes. He points to the 
huge harm that drug money has done to 
Colombia. To would-be legalisers, that 
strengthens the case for change. Mr Sam- 
per balks, saying past evils on this scale 
cannot be just swept under 
the carpet. Even so, his is a 
striking admission from a 
man who spent much of 
his presidency at war with 
the drug mobs. 

That is not how his ene- 
mies see him. Barely was he 
elected in 1994 than ru- 
mours flew that his cam- 
paign chest had been fat- 
tened by the Cali drug 
_ mob. It had, he later admit- 
ted; and the worse charge, 
which he denies, that well 
he knew it, was to dog all his four years. 
Yet fight the mobs he did, and hard. 

In 1995 police smashed the Cali mob, 
and lesser ones later. Over 200 tonnes of 
cocaine or cocaine base were seized in 
Mr Samper’s four years. Growers were as- 
sailed: aerial spraying hit 1,500 square 
kilometres of coca and poppy (580 
square miles—not much by prairie stan- 
dards, but Colombia is not Kansas). The 
direct credit may go to General Jose Ser- 
| 
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rano, at first heading the anti-drugs drive 
and, since 1995, the national police. But 
it was Mr Samper who backed the gen- 
eral; he who in 1996 put through a law 
for the confiscation of mobsters’ prop- 
erty—nearly $2 billion of it, so far; and 
who last year arm-twisted Congress into 
reinventing extradition for them. 

Little thanks Mr Samper had from 
his main beneficiary. Because of his elec- 
tion cash, he faced tireless public sniping 
by the American ambassador, Myles Fre- 
chette. True, Mr Frechette refused Ameri- 
can backing to a would-be coup; but he 
_ refused little else. The United States for 

two years “decertified” Colombia as an 





Samper hits back 


those cities building industries. Prosecu- 
tors have investigated thousands of 
cheques from the Cali men or their front 
companies that have gone to public figures 
of all sorts, down to football referees—and 
last week revealed that they had 37,000 
more cheques, for some $500m, still to go. 
The war on drugs is led by Jose Serrano, 
an impressively forceful police general. He 
has plenty to record: the big gangs disman- 
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anti-drugs ally, and still denies Mr Sam- 
per à visa. By any norms, let alone those 
of diplomacy, this was a weird attempt 
to destabilise a foreign government. And 
it worked. But it also did not work, main- 
tains a resentful Mr Samper: 
This attitude of confrontation, the interna- | 
tional "satanisation" of my government, and 
of the president personally, undoubtedly 
weakened us in the war on drugs. 

Things changed with 
the arrival of a very differ- 
ent ambassador last No- 
vember. Yet was the trouble | 
just due to Mr Frechette? 
Mr Samper is no admirer. 
But no, he says, Mr Fre- 
chette “was the ventri- 
loquist's dummy of Robert 
Gelbard”, the State Depart- 
ments zealous anti-drugs 
chief. Both men have since 
gone on to higher things. 
Much has gone with them. 
Colombia this year got 
back its seal of virtue. And the United 
States at the Santiago pan-American 
summit in April all-but admitted that its 
certification system achieves little but re- 
sentment. It accepts too that drug-con- 
suming countries must act to cut de- 
mand, just as others must to cut supply. 

Yet two questions remain from this 
bizarre episode in Uncle Sam's complex 
relationship with his neighbours. For all 
the welcome it gave Mr Pastrana this 
week, does the United States really com- 
prehend just how ugly the episode 
looked to Latin Americans? Second, will 
drugs still weigh so heavily in the rela- 
tionship, even if the Americans’ ap- 
proach to them has altered? 

The respective answers are: probably 
no, and almost certainly yes. Mr Samper 
is not alone in believing that, in Latin 
America, "with the communists gone, 
the only enemy left was the drug-traffick- 
ers"—Mr Clinton's version of Ronald 
Reagan's "evil empire". Mr Pastrana this 
week was being urged to display ever 
greater zeal in the drug war, not to look 
for pragmatic ways of ending it. 
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tled, 50-70 tonnes of cocaine or cocaine 
base seized each year, as much of mari- 
juana, and hundreds of tonnes of coca leaf 
and of chemicals used in processing; huge 
and increasing air-spraying—in the past, 
some 40,000 hectares of coca and (some) 
poppy a year, but 50,000 already in 1998. 
His force uses ten aircraft, 50 or so helicop- 
ters, and spends $100m a year, plus $50m 
in American aid. It eagerly expects bigger 
and more of both. This year alone it has 
seized 35 aircraft, 180 vehicles, 300 boats— 
and (before this week's guerrilla attacks) 
had ten men killed and five kidnapped. 
Yet what is the result? Small gangs of 
traffickers have replaced large ones. Colom- 
bia grew little coca 25 years ago; today 
100,000 cocaleros cultivate 80,000 hect- 
ares, mainly in the warm south-east, plus 
6,500 of poppies in the hills. Airforce-pro- 
tected spraying, where it is done—mainly 
Guaviare and Caqueta (Putumayo is re- 
mote and the FARC may have ground-to-air 
missiles there)—cuts output by 20%, says 
the general; without it, far more would be 
grown. Yet spraying also breeds discon- 
tent—in 1996 in Caqueta almost a peasant 
revolt. Mr Pastrana this week told Mr Clin- 
ton's men there must be a better way: alter- 
native crops and ways to market them, new 
jobs outside farming. Maybe. But huge ef- 
forts this way in Bolivia are yet to prove it. 
No surprise: as even a supporter of the war 
admits, “you can carry $2,000 of coca leaf 
on your back, or of cocaine in your pocket." 
Can the war be won? Should it be 
fought at all? “You start a war to win it,” 
says General Serrano, “and, by 2010, we 
shall.” He is thinking of cocaine supplanted 
by American-made synthetics—and surely, 
though he is not crude enough to say it, of 
hard-hit Colombian cocaine gangs sup- 
planted by others—eg, already, Mexican 
ones. Twelve years is still a long time to face 
the costs of an essentially American war. 
Yet few Colombians dare think of stop- 
ping; and, alone, they would be mad to try. 


The economy, short-term and long 


On top of its special woes, Colombia faces 
several more ordinary ones all at once: 

* Slow growth: the latest official estimate 
for 1998 is 3.3%, and others think less. 
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* Big-city unemployment that has dou- 
bled since 1994 to 15.8%—and overall, na- 
tionwide, figures would be still worse. 

* A rising central-government deficit. In a 
budget equivalent to about 33% of Colom- 
bia's $100 billion-odd GDP, a 5% of Gpp def- 
icitisa low estimate for 1998. Military costs 
do not help, and no one expects an early 
"peace dividend" to slim their budgeted 
1999 level of 4.2% of Gpp. 

* A shaky currency, not aided by a likely 
current-account deficit of 7.5% of GDP. 

* Inflation around 18%; lower than usual— 
but that makes the built-in allowances for 
the past all the more painful. 

¢ The natural result: high interest rates im- 
posed by the independent central bank. A 
good business borrower can pay 40%, a 
home-buyer 45%. Little wonder housing is 
in the doldrums and some big builders (big 
employers, that is) on or near the rocks. 

Inevitably, the new finance minister, 
Juan Camilo Restrepo, plans to clamp 
down soon and hard. He aims to slim the 
total public-sector deficit to 2% of GDP by 
next year; less savage than it sounds, since 
this overall deficit is usually less than cen- 
tral government's, but it still means cuts of 
2%. There will be pain all round; public ser- 
vants’ pay is to rise only 14% in 1999. 

Business is ready—indeed eager, if fiscal 
rigour means lower interest rates. And it ac- 
cepts the need for structural change. Co- 
lombia has lively entrepreneurs and good 
managers, hampered by bureaucracy and 
corruption. The body meant to run voca- 
tional training, laments the spokesman of 
small business, “has had five directors and 
nine sub-directors in five years. Let us do 
the job.” The savings rate is low, investment 
in new equipment startlingly low. 

Privatisation has been slow, partly be- 
cause there was not much to privatise. In- 
security and—till recently—lack of Ameri- 
can official backing have deterred out- 
siders. Even so, among the big groups that 
supply 60% of industrial output, a third of 
that comes from multinationals. But much 
more foreign capital could well be used. 

So there is plenty to be done. The trou- 
ble is that the now maybe-peaceloving 
guerrillas want more jobs and social spend- 
ing, less privatisation, less opening to mar- 
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ket forces and world trade, and, at least in 
oil, less foreign capital. Nor are they alone 
in disliking the apertura, the free-marketry 
pioneered by President Cesar Gaviria in the 
early 1990s. Can all this be squared? 

Mr Pastrana is a free-market man. Yet 
Colombia—maybe because it was never as 
statist as many Latin American countries— 
has not taken as keenly as others to 


apertura. Even now, the treasury relies re- . 


markably on customs duties, and protec- 
tion is still a natural instinct: within days 
last month measures were announced 
against imports of chemical fibres, and 
promised against dried milk. 

Yet two-thirds of what the guerrillas 
want, says the industrialists’ federation, are 
changes needed anyway: less corruption, 
more industrial and agricultural *policy"— 
not state control but collaboration with 
business—and much besides. Only one- 
tenth is old-world Marxism. Even in oil, 
says one cynic, "let the unions and the left 
run policy for a year, and they'll learn they 
couldn't do it, nor the state afford it." 


Toward a new politics 


The big doubt is not the desire for change, 
but the political system's ability to change 
itself and deliver it. Mr Pastrana is no won- 
der-boy of the new politics: he ran for the 
presidency, losing narrowly to Mr Samper, 
as a straight Conservative, in 1994. But his 
allegations that the victor had been aided 
by drug money earned him public abuse 
and two painful years of exile, and, on his 
return, his second attempt started as his 
own; only later did his party join in. 

His alliance for change really is that. He 
won the support of Alfonso Valdivieso, the 
former chief prosecutor, Colombia's Mr 
Clean, an ex-Liberal who once had justifi- 
ably high hopes of the presidency for him- 
self. Other Liberals who had turned against 
Mr Samper came aboard; notably Ingrid 
Betancourt, barely known before, but tri- 
umphant in the Senate elections in March 
and now one of two women who have a 
made a sensation in Colombian politics. 

The other is Noemi Sanin, a former Lib- 
eral (and foreign minister) who launched 
her own candidacy as a "clean it up" inde- 
pendent and took a startling 27% of the 
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first-round vote. She was heavily backed by 
the huge Bavaria (ex Santo Domingo) con- 
glomerate; and—say her critics—Bavaria's 
real aim was to sabotage Mr Pastrana. True 
or false, the charge is barely relevant: Ms 
Sanin's voters were voting against the old 
two-party duopoly—against the Liberals, 
certainly, but arguably the Conservatives 
too—and for change. In the second round, 
Ms Sanin did not openly back Mr Pastrana, 
but most of those close to her did; and her 
voters did the same. 


Mr Pastrana now, says one left-winger, 


has no choice but to go for change: against 
corruption and the old party "clientelism", 
for real justice, clean administration, civil 
control of the armed forces. The words 
could (some do) come from Ms Sanin, even 
if she fears Mr Pastrana may not grab his 
opportunity. He is an "image" she says, 
though “at least he has scruples and minis- 
ters without criminal records.” 

And her own role, for she still has wide 
public trust? Well, she plans a new “move- 
ment” (not least, so that members of both 
parties can join it), and claims it will be in- 
fluential when mayors and governors are 
elected during the next two years. Money? 
There is state cash for parties (guess why), 
but in proportion to their membership of 
Congress—where Ms Sanin has none. Note 
her cheery claim, delivered with just a hint 
of tongue in cheek, that in 2002 she will be 
president, but do not rush to accept it. 

Some would not even hobble that far. 
Ms Betancourt and her like want constitu- 
tional changes to re-invigorate the parties, 
not least to give them discipline rather than 
the individual sinecure-cum-pork with 
which members till now (and brilliantly by 
Mr Serpa, in his ministerial days) were 
brought into line. This and other change, 
how? Via an early referendum, she says, to 
which Mr Pastrana has agreed. But would 
the guerrillas? They want a brand-new con- 
stitutional assembly (ugh, say members of 
the present Congress) and a megaphone 
voice in it for, well, guess who. 

Meanwhile, in the real world—for so it 
still is—of congressional politics, Mr Pas- 
trana now has a majority: the March elec- 
tions left Liberals in 60% of the seats, but 
some have defected to his alliance, others 
are ready to collaborate. Mr Serpa is being 
spat at for claiming his right to “patriotic 
opposition”, and is having to fight to con- 
trol even the loyal faction of his party. But 
do not write off this astute and skilfully 
populist politician. Nor his party. 

Nor yet think—though they like to—that 
the terms of peace can be simply dictated 
by the guerrillas. True, there is a huge desire 
for peace, which they can always threaten 
to frustrate. But, for all their claims, they do 
not speak for civil society, only for part of it; 
whatever his history, his faults—or virtues— 
Andres Pastrana speaks for far more. 
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Canada 


A new deal for 
one first nation 


VANCOUVER 


VEN equable Canada has its unhappy 
indigenes: Cree Indians and Inuit fear- 
ful of separatism in Quebec; Mohawks far- 
ther south, more than once in conflict with 
police over land (or smuggling); in British 
Columbia, umpteen tribes which claim 
that—since, except in a few small areas, they 
never gave up their rights by treaty—nearly 
all that provinces 950,000 square 
kilometres are rightfully theirs. Now, at last, 
in a historic precedent, one of these far- 
western disputes is being settled. 

The “first nations” cannot expect to re- 
trieve title, in the modern sense, to all their 
land. But they want compensation for it, 
and recognition of continuing “aboriginal 
rights”. Alarmed at the potential costs, gov- 
ernments for years ignored them, denied 
their claims, or delayed negotiations. Some 
Indians took to road blockades, leading, at 
times, to violence. Others tried the courts. 
Last December they won a decision con- 
firming aboriginal rights. That, and the re- 
alisation that investment was being held 
up—over C$1 billion ($660m) of it, said one 
study—proved decisive. This week, in re- 
mote New Aiyansh, 750km north of Van- 
couver, British Columbia’s first modern 
treaty of settlement was concluded. 

The winners were the Nisga’a, a tribe 
that has led the fight for aboriginal rights 
for more than 100 years, and has been liti- 
gating and negotiating for more than 20. 
Amid drumming and dancing, the presi- 
dent of their tribal council initialled the 
treaty, with the province’s premier and the 
federal minister for Indian affairs. It must 
still be ratified by the tribe, then the provin- 
cial and federal legislatures. Once it is—in a 
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year's time?—the 6,000 Nisga'a will collec- 
tively own, in the modern sense, 1,992 
square kilometres in the Nass river valley. 

They will have powers of government: 
in taxation, land use, family, social and 
health services, police, courts, schools 
(which they run already), language and cul- 
ture. They will own forest and mineral re- 
sources and the right to revenues from 
them, plus a 26% share of the salmon fish- 
ery and tax revenue from other commercial 
activities. They will also get C$121m to help 
set up their new authorities, build infra- 
structure, and buy fishing boats and li- 
cences; plus C$190m, over five years, in 
pure settlement of their claims. 

So everyone is happy? No. Most aborigi- 
nal leaders are, hailing this as a break- 
through that will speed settlements with 
another 51 Indian groups, covering most of 
the province. Others are less keen to dance: 
some Nisga'a tried (but failed) to block the 
treaty in court, calling it a sell-out. Business- 
men have given only cautious approval, 
while awaiting legal opinions. The provin- 
cial Liberal and Reform parties, and some 
in the media, condemn the deal outright. 

The Liberals—not backed by the (quite 
distinct) federal Liberal Party or govern- 
ment—say the treaty creates new rights for 
the Nisga'a, and entrenches inequality 
based on race, since only Nisga'a will be 
able to vote for Nisga’a governments; the 
100 non-Nisga'a owners of some land with- 
in their territory will not. This, say the Liber- 
als, in effect amends the federal constitu- 
tion, and so, under British Columbia's law, 
requires a referendum there. 

Untrue, says the provincial premier, 
Glen Clark, waving a letter from one of 
Canada's leading constitutional experts, 
Peter Hogg, of York University in Toronto. 
Aboriginal and treaty rights are already en- 
trenched in the constitution, says Mr Hogg, 
and the new treaty merely defines those 
rights, which the Nisga'a had before Euro- 
peans ever arrived. 

Nisga'a leaders argue that they remain 
Canadians, with the same rights and sub- 
ject to the same criminal law as others. 
Their government will not be able to tax 
non-natives, and must consult them on is- 
sues that affect them. The tribe will lose the 
restraints and privileges alike of its present 
62-square-kilometre reserves; not least, al- 
beit not at once, exemption from sales and 
income taxes. To deny the Nisga'a the fruit 
of years of patient negotiation would send 
a dangerous message to all first-nations 
people, says one leader. 

Whatever the legal niceties, political re- 
ality is on the treaty's side. Most British Co- 
lumbians seem unmoved by the local Lib- 
erals' rhetoric. That is no surprise: a recent 
poll found almost 9056 of them in favour of 
settling land claims. Maybe they just want 
to end the long dispute and move on. 
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Behind the murk in Angola 


LUANDA 


As mediators reach for a miracle, the mercenaries move in 


N A last-ditch attempt to rescue Angola's 

collapsing peace, the United Nations 
secretary-general this week sent Lakhdar 
Brahimi, à veteran Algerian diplomat who 
has become the uN's top troubleshooter, to 
Luanda. His mission was largely symbolic, 
a gesture to show that the world still cared. 
For how, in the week allowed him, was Mr 
Brahimi to get to the bottom of the prob- 
lems that have caused peace talks between 
the MPLA government and the UNITA 
rebels to come unstuck? As he himself said, 
the UN in Angola has spent the past three 
and a half years failing to do just that. 

What the UN urgently needs to do is to 
appoint a new special representative to fill 
the gap left by the death of Alioune Blondin 
Beye in a aircraft crash six weeks ago. The 
presence of an energetic new mediator 
might reduce the tensions that are swiftly 
reaching explosion point. He (neither side 
will accept a woman) would be able to put 
pressure on UNITA's leader, Jonas Savimbi, 
to send his negotiators back to the capital, 
Luanda—and on President Jose Eduardo 
dos Santos to pull the plug on the rabid 
anti-UNITA propaganda which the state- 
controlled media have been churning out 
ever since Mr Beye's death. 

Technically, hostile propaganda is a 
contravention of Angola’s 1994 Lusaka 
peace accords. At present, however, it is the 
strongest weapon in the government's arse- 
nal. Since UNITA switched off its VORGAN 
radio station on April 1st in compliance 
with the accords, the Angolan government 
has had a monopoly on nationwide broad- 
casting. Every day, Angolans are bom- 
barded with fabricated "news" of UNITA 
massacres and UNITA troop movements, 
all of which is stirring up panic among peo- 
ple who have no way of knowing that the 
reports are not true. 

The government is using the media to 
make things seem even worse than they 
really are. Its reason? It may want to con- 
vince people that it has no alternative but 
to launch an all-out offensive against the 
rebels. The propaganda campaign has be- 
come so virulent that, in the past week, both 
the UN and the American embassy have 
been driven to issuing statements de- 
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nouncing the government's use of “false in- 
formation" and "provocative rhetoric". 
UNITA is now threatening to reopen its 
VORGAN station if the state-controlled ra- 
dio does not moderate its tone. 

Instead, the authorities seem to be step- 
ping up the propaganda. Privately, Ango- 
lan officials say that they are waiting only 
for Mr Brahimi to go back to New York on 
August 8th, and for the secretary-general to 
publish his next report on Angola, due on 
August 15th, before moving against UNITA. 

The government seems to be making its 
plans on the assumption that the UN will 
again find UNITA overridingly to blame for 
the current impasse. And, indeed, interna- 
tional mediators, as well as the Angolan 
government, are adamant that the only 
peaceful way out of the stalemate is for 
UNITA to comply with the one outstanding 
clause of the peace process, that is, by 
handing over its strongholds at Andulo, 
Bailundo, Mungo and Nharea. But that po- 
sition is growing increasingly 
untenable. It is obvious that a 
great deal more stands between 
Angola and peace than four 
small highland towns. 
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Predatory hands and eyes of dos Santos (left) and Savimbi 


The crisis now enfolding Angola results 
from a fundamental lack of trust between 
the two parties. In their own ways, both 
sides have done their best to undermine 
the 1994 Lusaka Protocol. The realisation is 
growing that perhaps neither side was ever 
greatly interested in the declared goal of the 
peace process—a stable democracy with a 
vocal parliament and a strong UNITA po- 
litical party in opposition holding the 
MPLA accountable for its policies. 

Although Angola is now technically at 
the end of the peace process, it finds itself 
much as it was when it all started. UNITA 
still has an army, still controls at least half 
the country, and is taking back more terri- 
tory every day. Under these circumstances, 
argue some, it might be realistic to discard 
the Lusaka Protocol as a failure and to be- 
gin negotiations all over again. 

This is what UNITA has been angling for 
all along. By playing out the present peace 
process, UNITA has won four years during 
which the government has pushed itself to 
the brink of self-destruction, largely by vir- 
tue of its own corruption and ineptitude. 
The time afforded by another set of negotia- 
tions might be enough to push it over the 
edge, or so the rebels hope. 

With a negotiated settlement slipping 
out of sight, both sides are again preparing 
for a military solution. Both are rearming, 
bolstering their forces with unhappy con- 
scripts. Yet, as things now 
stand, neither is in a posi- 
tion to win a clear victory. 
The two are remarkably 
evenly matched. UNITA is 
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believed to have around 15,000 efficient 
troops, and a further 10,000 in support. On 
paper the government's army numbers al- 
most 100,000, but in reality only about 
15,000 are properly trained. The remainder 
are ill-disciplined and unmotivated—and 
have not been paid since March. 

This puts the country much where it 
was in 1993, when victory went to the side 
that could offer the most to foreign merce- 
naries. On that occasion the winning side 
was the government. Many of the South AF 
rican soldiers from Executive Outcomes, 
the mercenary outfit that swung the war in 
the government's favour, are still in the 
country. Now called Branch Energy, they 
are mining diamonds in Angola's north- 
east. Other South Africans have already 
been brought in to fly and maintain the 
new fighter aircraft that the government 
has just purchased from Russia. UNITA's ar- 
tillery forces, meanwhile, are being trained 
by freelance Serbs. And the South African 
press this week reported that UNITA has re- 
cently contracted 300 South African merce- 
naries to fight on the rebel side. 





Sierra Leone 


Grisly message 


BRUTAL war, aimed largely at civil- 
ians, is being waged in Sierra Leone, 
near its borders with Guinea and Liberia. 
Some 250,000 people have now fled the 
country, bringing with them horrifying ac- 
counts of killing and mutilation. 
In March, Ahmad Tejan Kabbah, Sierra 
Leone's elected president, was put back 
into office by a Nigerian-led peacekeeping 
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Messengers tortured 


force, ECOMOG, after being overthrown ten 
months earlier by a group of junior army 
officers, the Armed Forces Revolutionary 
Council (AFRC) Mr Kabbah's return to 
power did not, however, stop the butchery. 
The ArRC, along with another group of 
thuggish rebels, the Revolutionary United 
Front, embarked on a campaign that they 
call^Operation No Living Thing". 

They kill and destroy, looting where 
they can, largely in the Koidu diamond- 
mining area in the east ofthe country. Their 
civilian victims, men, women and chil- 
dren, have their feet, hands or ears crudely 
amputated, and are then told to show 
themselves as "messages" to Mr Kabbah. 
Most of the fighting takes place in areas 
where the rebels have access to arms from, 
and safe havens in, the neighbouring states. 
On August 1st, Kabala, a northern rebel 
stronghold, fell to ECOMOG troops. But, as 
the rebels lose battles, they turn to terror. 

At the end of last month, the UN's secre- 
tary-general, Kofi Annan, held a meeting in 
New York to discuss with American, British 
and West African officials the forbidding 
task of disarming the rebels. The Nigerians 
in charge of ECOMOG wanted more 
money; they got $3.9m from America in 
May. Mr Kabbah himself talked of replac- 
ing his army with a civil defence force. He 
also spoke of reconciliation, saying child 
combatants at least would be pardoned. 

This is central: boy soldiers are widely 
used as fighting material, and not only by 
the rebels. For the time, however, talk of 
demobilisation and reconciliation seems 
premature. Human-rights groups tell ap- 
palling stories of the cruelty being perpe- 
trated. And all the fighting sides want to 
seize control of Sierra Leone’s diamond- 
producing areas—by any means they can. 
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Iraq 


Tricks and games 


NSURPRISINGLY, Iraq and the UN Se- 

curity Council are once again on colli- 
sion course. Richard Butler, the head of the 
UN team pursuing evidence of Iraq's past or 
present possession of particularly lethal 
weapons, this week cut short his talks with 
Tariq Aziz, Iraq's deputy prime minister, 
saying that his latest inspection pro- 
gramme had been rejected. The Iraqis, for 
their part, have declared that they are sus- 
pending co-operation. On August 6th they 
failed to provide escorts for a team of in- 
spectors (though UN monitors, who look to 
the future rather than the past, were pro- 
vided for). 

Iraq argues that seven years of inspec- 
tions are enough: it need do no more to 
prove that it has got rid of its weapons of 
mass destruction, and should therefore be 
allowed to sell its oil again. In the mean- 
time, it says, it will renew co-operation only 
if the UN inspection commission is rad- 
ically reformed to free it from American 
influence. 

Deadlock. Six months ago, when a for- 
midable American armada, supported by 
Britain, was preparing to bomb and shell a 
defiant Iraq, Kofi Annan, the UN's secre- 
tary-general, defused the immediate crisis. 
But, given the depth of distrust on both 
sides, no agreement was likely to last. 

The UN teams have destroyed an arse- 
nal of Iraqi weapons and weapon-making 
material, and ploughed through forests of 
documents, but Iraqi lies and evasions con- 
vince them that more nasty things, particu- 
larly ofthe biological sort, lie hidden away. 
As he returned from Baghdad this week, Mr 
Butler said that he was close to giving Iraq a 
clean bill of health on missiles and chemi- 
cal weapons, but was still far from that 
point in the biological field. Iraq claims 
that the Security Council, driven by Amer- 
ica, is determined to drag the inspection 
process on indefinitely, or at least for as 
long as Saddam Hussein is Iraq's ruler. 

What will happen if Iraq continues to 
refuse to co-operate? It could be encour- 
aged in its defiance by gathering evidence 
of world weariness. Compulsion becomes 
progressively harder. The reservations and 
special interests that split the Security 
Council last time round have not been 
bridged. In the region itself there was little 
heart for military action before, and even 
less now. Most of Iraq's neighbours feel that 
the time has come to move on. 

Iraq is no longer seen as a direct threat, 
except by Kuwait, and few remain insensi- 
tive to the suffering that sanctions have 
brought to ordinary Iraqis. The programme 
for selling oil in exchange for food and 
medicine amounts to no more than “band- 
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Waiting for things to get even worse 


aid", says Denis Halliday, who has been ad- 
ministering it. 

The UN sturdily refutes any link be- 
tween sanctions and Mr Hussein’s survival. 
But this week the United States revealed the 
latest steps it is taking to help Iraqis rid 
themselves of their dictator. It is to spend 
$5m attempting to solder together Iraq's 
riven opposition, composed of rival Kurd- 
ish, Shia and other factions. The groups will 
be given money to modernise themselves 
and set up a new centre for political activi- 
ties in London. Another $5m has gone into 
"Radio Free Iraq”, to be broadcast from 
Prague. The ciA's earlier attempt to orga- 
nisea change of Iraqi government ended in 
catastrophe when its headquarters in 
northern Iraq succumbed to Kurdish 
treachery. London should, at least, be safer. 





Reaching out, if 
he can 


TEHRAN 


INCE Iran's would-be liberal President 

Muhammad Khatami took office a year 
ago, he has been too busy with the political 
battle against conservatives to spend much 
time worrying about the economy. Now the 
statistics have made it impossible to go on 
like that. On August 2nd the president 
called for sweeping economic reforms. 
"Our economy is chronically ill. It will not 
be cured unless we make fundamental 
changes," he said. He promised to cut the 
size of government, slash red tape, and try 
to attract more foreign investment. 

Oddly, this may give him a brief respite 
on the political front, since his opponents 
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have endorsed his economic programme. 
Even so, no one doubts the size of the task 
he has set himself. The Iranians have been 
astonishingly patient as previous govern- 
ments promised prosperity but never pro- 
duced it. Mr Khatami admits that his plan 
“may only be words on paper". 

The main challenge is to create more 
jobs for the swiftly growing number of un- 
employed young people. An estimated 1m 
youngsters join the labour force each year. 
The unemployment rate is already an offi- 
cial 11%. With inflation at 20% or more a 
year, even those with jobs find it hard to 
make ends meet. 

The sharp drop in oil prices has made 
things worse. Iran depends on crude-oil ex- 
ports for 8596 of its hard-currency earnings, 
and this year it faces a revenue shortfall of 
$6 billion, a third of its budget. Mr Khatami 
promises, like others before him, to boost 
non-oil exports, but both manufacturing 
and farming are in trouble, partly because 
of state interference. Carpet exports, the sec- 
ond source of hard currency, suffer from ex- 
cessive regulation: earnings, $2 billion in 
1994, are less than half that now. 

Confusing laws and state meddling 
have thwarted efforts to privatise industry 
and attract foreign investment. The state 
owns around 80% of the Iranian economy. 
Mr Khatami says he wants to change this. 
But that will test the promise of co-opera- 
tion from his conservative adversaries in 
parliament. The existing laws discourage 
foreign investment, by allowing non-rani- 
ans only 49% of the shares in any venture 
and no right to own property. Strict labour 
laws, adopted after the 1979 Islamist revo- 
lution, are another deterrent to investment. 

Fighting red tape is equally tough. It in- 
volves, among other things, getting rid of 
many of the institutions created after the 
revolution, which pour out a stream of 
meddlesome instructions. These bodies 
will of course fight for their lives. Past ef- 
forts to make the government leaner have 
been defeated by their will to survive and 
by the fear that abolishing them would add 
to the number of unemployed. 

So Mr Khatami's eco- 
nomic hopes may turn on 
his ability to carry out po- 
litical reform. His conser- 
vative opponents naturally 
want him to concentrate 
on economics. But his sup- 
porters have learned from 
bitter experience that eco- 
nomic growth needs politi- 
cal openness and better re- 
lations with the outside 
world. The  president's 
main task is to get the con- 
servatives to support his ef- 
forts to improve ties with 
the West, especially the 
United States. 






ap 






m 


y "uem 


l fi PV a 


DOUWERD ae aH vum 


INTERNATIONAL 


American sanctions hurt Iran's econ- 
omy mainly by what they do to the oil in- 
dustry. Last week Iran had to postpone of- 
ferind some 20 oil and gas projects for 
international tender because potential bid- 
ders were nervously wondering what the 
Americans would say. In January, Mr 
Khatami extended an olive-branch to the 
American people, and in June the Ameri- 
can secretary of state, Madeleine Albright, 
responded by calling for a “road map" to 
better relations between the two govern- 
ments. Mr Khatami's government said it 
would answer "when the situation calls for 
it". The president's proposals for economic 
reform might suggest that the moment has 
arrived. But first he needs to overcome the 
continuing opposition he faces at home. 

There is less opposition from the con- 
servatives to improving relations with Eu- 
rope. The European Union has resumed its 
formal talks with Iran, cut off after a Berlin 
court found the Iranian government in- 
volved in the murder of Kurdish dissidents. 
Italy's prime minister, Romano Prodi, vis- 
ited Tehran last month, and soon after- 
wards an Italian bank extended a $1.2 bil- 
lion credit line to Iranian banks. A senior 
French politician is expected in the near fu- 
ture. But better relations with Europe are 
still hostage to an underlying clash of ideas 
between the two sides, above all the fatwa 
issued by the late Ayatollah Khomeini au- 
thorising the assassination of a British 
writer, Salman Rushdie. 

An EU delegation in Tehran last month 
pressed Iran to abolish a $2.5m bounty of- 
fered by a religious organisation for killing 
Mr Rushdie. The hardliners’ retort was 
brusque. Ayatollah Ahmad Janati, said: 
“No one dares to violate the fatwa. Don't 
argue, there’s nothing more to talk about.” 
He has a point. President Khatami has not 
yet dared to raise the Rushdie affair, for fear 
of a conservative backlash. But he must 
eventually deal with the issue if he wants 
easier relations with the West. As he deli- 
cately put it recently, “We need to have tol- 
erance, to realise there is a price to pay for 
everything we want.” 
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EUROPE 


Kosovo's darkening skies 


DRENICA, KOSOVO 


world gave the green light, if only through 
its silence, for Mr Milosevic's onslaught. 
The destruction and human suffering of 
the past few weeks have, they point out, ex- 
ceeded that caused by the sacking of the 
town of Decane two months ago. Yet it was 
the Decane attack which prompted NATO 
to stage a display of air power on Kosovo's 


As the Serbian offensive against separatists in Kosovo drives tens ofthousands borders, and to threaten more. 
from their homes, the West has to make up its mind what to do 


HE sky over Drenica, a region of rough 

hills, poor soil and large but close-knit 
families, has been darkened by smoke from 
burning villages, fields and haystacks. In 
one of the hottest summers on record, 
which has left the fields tinder-dry and 
drinking water in short supply, tens of 
thousands of ethnic Albanians are in 
flight from a Serb offensive that does 
not stop. If they remain homeless this 
winter—in remote areas which can 
easily be cut off by snow and mud—an 
even worse catastrophe will unfold. 

Indeed, civilian deaths may al- 
ready have occurred on a scale nobody 
wished to contemplate. Grave-diggers 
in the town of Orahovac (see map on 
next page), where fighting broke out 
on July 17th and raged for several days, 
have told reporters that they buried 
hundreds of people, mainly civilians. 
Serbia replied that it had engaged in 
no ethnic massacre. 

Western governments, which had 
been playing down the scale of the Ser- 
bian army's actions, have promised an 
investigation. Reports are circulating 
among Kosovo's Shia Muslim minor- 
ity that up to 200 of its members—in- 
cluding a respected cleric—were killed 
in Orahovac after taking refuge in a re- 
ligious building. United Nations offi- 
cials say the number of deaths is im- 
possible to assess, but up to 200,000 
people—10% of Kosovo's population— 
may now be refugees. 

America and its allies want to bro- 
ker a peace, but neutrality looks im- 
possible. As gory details emerge of the latest 
military operations ordered by Slobodan 
Milosevic, the president of Serb-domi- 
nated Yugoslavia, the NATO allies have 
again started talking about using force to 
stop him. The State Department said on 
August 3rd that NATO had approved a set of 
contingency plans for intervention in 
Kosovo. Richard Holbrooke, America's am- 
bassador-designate to the UN, has issued a 
warning to the Yugoslav government that 
“its actions of the last two weeks signifi- 
cantly increase the chances of NATO in- 


40 


volvement." The message from the State De- 
partment, it is said, was intended as a 
signal that President Bill Clinton's domes- 
tic travails will not distract him from deal- 
ing with this crisis. 

Planning is not a problem. The alliance 
has spent two months polishing a broad 
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A grim prospect for separatists 


range of options, including the use of air 
power. If necessary, these plans could be 
formalised in a matter of days. Yet getting 
from formalisation to implementation re- 
quires more agreement among allies than 
now exists. Some Europeans insist that Rus- 
sia's opposition to NATO action is an insu- 
perable obstacle. 

Although the West is now rattling its sa- 
bres at Serbia, a few days ago it was direct- 
ing its admonitions at Serbia's Kosovar 
foes. Perhaps rightly, Kosovo's quarrelsome 
leaders are complaining that the western 


* 


It is true that western policy has often 
seemed to put more emphasis on restrain- 
ing the Albanian side than on curbing Mr 
Milosevic. The Swiss government has fro- 
zen accounts belonging to the separatist 
Kosovo Liberation Army believed to con- 
tain several million dollars raised from AI- 
banians in Western Europe. Germany is ex- 
pected to take similar action. Such moves 
strengthen the belief that the West is 
keener on preventing the war spread- 
ing to Albania and Macedonia than 
stopping the bloodshed in Kosovo. 

Western policy looks confused be- 
cause the West's goals are confused. In 
Bosnia's war, there was no conflict be- 
tween the West's humanitarian con- 
cerns and its advocacy of interna- 
tional law: Bosnia was regarded as a 
sovereign state; its people were the 
war's chief victims. In Kosovo, though, 
the two principles clash. The West 
wants to help the Albanians, denied 
autonomy since 1989 and now 
pounded by Serb forces. But since 
Kosovo is formally part of Serbia, the 
West opposes the guerrillas’ demands 
for full independence and finds itself 
watching while the Serbs pound them. 
Press Mr Milosevic, and the KLA ad- 
vances; turn him loose, and large 
stretches of Kosovo are depopulated. 

One element in the West's policy is 
not in doubt: it wants to put strong 
pressure on the Albanians to end their 
internecine quarrels and rally round a 
broad, representative leadership. Even 
those western policymakers who fa- 
vour military action by NATO have 
been warning the Kosovars that air 
strikes will be launched only in support of 
a policy that does not envisage indepen- 
dence, and only if the Kosovars are united 
enough to negotiate sensibly. The trouble is 
that too much pressure on the Kosovars 
could make them even more insistent on 
full independence for Kosovo, rather than 
some sort of autonomy. The radicals may 
act outside Kosovo; this week, a bomb was 
thrown at the Yugoslav embassy in 
Brussels. 

Even if western decision-making now 
accelerates, it will come much too late for 
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the people killed and uprooted by the Ser- 
bian army's recent attacks in Drenica and 
other parts of central and western Kosovo. 
Mr Milosevic has apparently decided that 
all Albanian communities are legitimate 
targets, on the (undeniable) ground that the 
Kosovo Liberation Army draws support 
from virtually every village. 

Whenever his men advance in force, 


they meet little resistance. The KLaA's lightly 
armed rebels cannot counter long-range ar- 
tillery bombardments; at most they hold 
their ground long enough for civilians to 
flee. In the short run, the Serb offensive has 
brought defeat to the separatist forces; but 
there are still plenty of men with guns who 
can strike back when the time is right. 
These stark realities have prompted 
some would-be mediators to worry less 
about Kosovo's long-term constitutional 
status and to focus instead on the short- 
term goal of securing a ceasefire, ideally 
with dividing lines clear enough for peace- 
keepers to monitor. But even this tactic car- 
ries risks: it could well be interpreted by Mr 
Milosevic as endorsement for a new parti- 
tion of Kosovo between Serbs and Albani- 
ans, an idea his associates have floated. 
Behind all this, however, lies an even 
tougher fact the West may soon have to face. 
Unless he is restrained by some outside 
force—and NATO is the only available can- 
didate—the likelihood is that Mr Milosevic 
will offer the Kosovars neither a ceasefire 
nor partition. He will simply bulldoze his 
way through all of Kosovo, whatever the 
cost in human lives and regional peace. 





Cracking up 


WARSAW 


EXT month Solidarity Electoral Ac- 
tion, aws to the Poles, will celebrate 

the first anniversary of its electoral victory 
over the former government of ex-commu- 
nists. Will it survive another year in power? 


Maybe not. The Aws alliance, 30-odd par- . 


ties grouped around the 
Solidarity trade union, is 
beginning to fall apart. 

Since last September's 
election, defections have 
eroded Aws’s representa- 
tion in the Sejm, the lower 
house of parliament, from 
201 seats to 187; the major- 
ity of the governing coali- 
tion (Aws and the liberal 
Freedom Union) has 
dropped from 31 to 17. 
Most of these defectors 
have joined the Patriotic 
Movement for the Father- 
land, an embryonic party 
formed by seven ex-Awsers and four other 
right-wing MPs led by Jan Olszewski, a for- 
mer prime minister. On July 24th six more 
members of the alliance defected, possibly 
to join the new party. 

It was never going to be easy to hold to- 
gether Aws's rag-tag collection of workers, 
populists, nationalists and Catholics, let 
alone win them over to the free-market eco- 
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Unbolstered Buzek 


nomics promoted by the Freedom Union. 
First to jump have been the intensely patri- 
otic and the devout. The six most recent de- 
fectors belong to the “Radio Maryja gang” 
of mps, who take their cue from a fervently 
Catholic, rabidly nationalist radio station. 
They and their fellow de- 
fectors accuse AWS of re- 
neging on promises to en- 
act pro-family tax policies 
and distribute free shares 
in state companies, and all 
to appease the Freedom 
Union and its penny- 
pinching leader (and fi- 
nance minister), Leszek 
Balcerowicz. The final 
straw for the latest turn- 
coats was a court’s decision 
to turn over the bankrupt 
Gdansk shipyard, birth- 
place of Solidarity's com- 
munist-slaying movement 
in the early 1980s, to a Polish rival. 

No one knows how many more of the 
Radio Maryja crew of as many as 35 MPS 
could jump ship; enough, possibly, to cost 
the government its majority. Jerzy Buzek, 
the beleaguered prime minister, is strug- 
gling to shore up his position. He had 
planned to sack Ryszard Czarnecki, head of 
the bureaucracy preparing for membership 


EUROPE 


of the European Union. Mr Czarnecki had 
offended Eu officials with bellicose rheto- 
ric; poor administration by his department 
cost Poland 34m ecus ($37.5m) in Eu aid. 
But he also heads the second-biggest fac- 
tion of Aws after the trade unionists; his 
supposed sacking became merely a transfer 
to a ministership without portfolio. 

The Aws-led government has accom- 
plished more than you might expect given 
the disgruntlement within its ranks. Mr 
Balcerowicz has managed to cleave to a 
tight fiscal policy. A reform of regional and 
local government took far too long but was 
finally agreed upon in a rare deal between 
Aws and the ex-communist opposition. 
Pension reform and privatisation are both 
moving ahead. The government has not 
gained popularity since coming to office, 
but neither has it lost much. 

This modest success will not last if Aws 
continues to crumble. The malcontents 
want a more populist agenda. The new 
party in which some have found refuge 
would halt the sale to foreign investors of 
land and "national treasures" like the tele- 
phone monopoly and it would protect 
farmers from foreign competition. This 
week farmers demanding just that set up 
some 200 road-blocks and got the agricul- 
ture minister to say he would consider tem- 
porary relief, which could play havoc with 
Poland's plans for early accession to the EU. 
Mr Czarnecki's party has complained pub- 
licly about the tight budget and low infla- 
tion target planned for next year. The trade 
unionists are restive about plans for chop- 
ping jobs in coal mining and steel. 

Mr Buzek has been saved so far by the 
dissidents’ reluctance to let the hated ex- 
communists back into power. But, as some 
move into opposition, the loyalists will 
raise the price for their support. Mr Buzek 
may have to fulfil some campaign prom- 
ises he had quietly ignored, like purging 
communists from the judiciary and ad- 
ministration and “enfranchising” Poles 
with free shares in most of the remaining 
state firms. If he curries too much favour 
with the right, though, Mr Buzek may drive 
away the liberals. It may take much deft- 
ness to keep Poland’s government alive. 





Ukraine 


Easy money 


I: IS a familiar story: Ukraine botches its 
economic reforms, the 1Mr stops lend- 
ing money, Ukraine repents, the IMF re- 
lents. On July 31st the Fund relented again, 
agreeing to a $2.2 billion, three-year loan 
which, if approved by the iMF's board, will 
stave off default on Ukraine's $10 billion 
foreign debt. Is there any reason to think 
that this cycle of error and forgiveness will 
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be the last? Not really. 

The latest reform-inducing crisis was, it 
is true, worse than usual. Ukraine faced for- 
eign debt repayments of $1.1 billion by the 
end ofthe year; this month alone it is due to 
pay $1 billion to domestic and foreign cred- 
itors. Spooked by broken promises to priva- 
tise and cut the budget deficit, foreigners 
were refusing to roll over their investment 
in short-term government bonds; foreign 
exchange reserves fell by nearly a third in 
the second quarter. That, plus the shakiness 
of Russia's rouble, threatened to force Uk- 
raine to devalue its hitherto-solid hryvnya, 
which would have triggered higher infla- 
tion. On July 14th, four days after the cen- 
tral bank raised interest rates to an eye-wa- 
tering 82%, Moody's downgraded 
Ukraine's credit rating, estimating that the 
country would run out of reserves by the 
end of the year. 

That grim prospect concentrated the 
normally distracted minds of Ukraine's 
leaders. Parliament, which can usually be 
counted on to block reforms, gave Presi- 
dent Leonid Kuchma the power to enact 
next year’s budget without its approval. If 
all goes according to plan, the politicians 
will now work in concert to pass a raft of 
further reforms, including streamlining 
taxes, selling off state property, cleaning up 
public administration and liberalising en- 
ergy and agriculture. To keep the politi- 
cians honest, the IMF is to dole out money 
monthly as reform targets are met. Other 
lenders, including the World Bank and the 
European Union, are to put their own 
money in; Ukraine wants to raise another 
$250m from investors through a Eurobond. 

Ukraine will keep its promises this 
time, says the IMF, because it realises that 
today’s nervous investors will no longer 
bail out countries with dodgy finances. Per- 
haps, but the political truce is a shaky one 
and the reforms themselves will put it un- 
der further strain. The budget, which Mr 
Kuchma is due to sign when he returns 
from his 60th birthday celebrations in Cri- 
mea, is supposed to reduce the deficit from 
7.1% of GDP last year to 3.3% in 1998. No one 
is sure where he will find the necessary 4.4 
billion hryvnyas ($2 billion) of spending 
cuts. But with touchy groups like pension- 
ers and coal miners already restive about 
unpaid benefits and salaries, it is hard to 
see much scope for painless savings. 

And it is hard to see parliament assent- 
ing to painful ones. Its newly elected 
speaker, Oleksandr Tkachenko, became a 
backer of reform at the height of the crisis 
(and after the government wrote off the 
debts of a now defunct agricultural import 
firm he once headed). In the past, though, 
he has lambasted western lenders for “plac- 
ing unacceptable conditions on how Uk- 
raine must live.” As the threat of financial 
catastrophe recedes, he and his leftist Peas- 
ant Party are likely to return to form. The 
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Not everyone likes austerity 


nationalist and centrist parties ought to be 
more reliable reformers, but they are too di- 
vided to turn their parliamentary strength 
into political clout. Though they account 
for half the seats, they failed to win either of 





American soldiers overrun Russian ego 


MOSCOW 


MAGINE that America had lost the 

cold war: triumphant Soviet forces, 
now supposedly friends, practise am- 
phibious assaults in California. In Wash- 
ington, oozing tact, military attachés 
from Warsaw Pact countries interrupt 
their spying to stage a jolly 
fund-raising concert for 
the needy families of 
American veterans. Their 
airborne colleagues para- 
chute into Canada seem- 
ingly at will. 

The average Russian is 
no less queasy about this 
sort of thing than any red- 
blooded American would 
be. And lately he has had to 
swallow plenty of it. On 
August 4th western mili- 
tary attachés in Moscow 
started handing over 
$80,000-plus they had raised for military 
orphans. In a big exercise in the former 
Soviet states of Central Asia last year, 
Americans flew directly from their bases 
in the United States and parachuted into 
Kazakhstan. “This shows we can go any- 
where,” said an American general. But 
when it came to planned American-Rus- 
sian manoeuvres near Vladivostok this 
| week, Russian patience snapped. The ex- 

ercises were shifted away from town af- 
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the two deputy speakerships or chairman- 
ships of many important committees. With 
the approach of presidential elections in 
1999, no party will be keen to back spend- 
ing cuts and industrial restructuring. The 


| 
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ter locals protested that they were an af- 
front to sovereignty and national pride. 

Officially, Russia still favours mili- 
tary co-operation with the West. The Vla- 
divostok exercises are supposed to help 
Russia's armed forces cope with natural 
disasters, exactly the sort of 
thing they need to learn. | 
Protests, and threats to dis- _ 
rupt the manoeuvres, were 
by local populists, not the 
Russian leadership. The - 
military attathés fund- | 
raising concert was backed, | 
in principle, by the Rus- | 
sian defence ministry (de- 
spite teeth-gnashing re- | 
sentment backstage). And | 
even the most fervent Rus- 
sian patriot would admit 
that there is something 
wrong in an army where 
senior officers live in luxury while veter- | 
ans’ dependants are destitute. 

The West's goals are to befriend and 
civilise the Russian armed forces, which 
are plagued by institutionalised bullying 
and corruption, while at the same time 
acting as mentors to the rickety armed 
forces of countries like Kazakhstan and 
the Baltic states. The unexpected protest 
in Vladivostok suggests that fulfilling 
both may be getting harder. 
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consensus could begin to fray as soon as 
MPS return to Kiev from their dachas next 
month. 

Once again, the IMF may quit in a 
huff—but it will be back. Economists worry 
about the “moral hazard" of rescuing a ha- 
bitual backslider like Ukraine. But the IMF's 
western masters worry even more about an- 
other hazard: chaos along the border of 
wounded, restless Russia. 





Germany 


Bavarian 
bell-wether 


MUNICH 


“YOU see, even the heavens 
support me,” quipped 
Edmund Stoiber, as a thun- 
der-clap burst over an elec- 
tion rally high in the Alps. 
Delivering his stump speech 
under gathering clouds, the cocky Bavarian 
premier had just been warning voters for 
the umpteenth time of the perils of social- 
ism when the sky rumbled. Despite the ce- 
lestial endorsement and the answering 
cheers from hundreds of beer-quaffing lo- 
cals, Mr Stoiber and his conservative Chris- 
tian Social Union may not win easily the 
state poll on September 13th. A poor result 
would rattle the party's main partner in the 
federal government, the Christian Demo- 
cratic Union of Chancellor Helmut Kohl, 
which is running for re-election two weeks 
later. A good showing would give the flag- 
ging Kohl campaign a last-minute lift. 





A poor result, for the Bavarians, is any- . 


thing less than a majority of the vote. The 
party has won more than 5055 in every Ba- 
varian election since 1970. Even the death a 
decade ago of its hugely popular leader, 
Franz Josef Strauss, Mr Stoiber's mentor 
and his predecessor-but-one as premier, 
did not interrupt its winning streak. 

But this election is not the usual robotic 
romp for the Christian Social Union. De 
spite Mr Stoiber's breezy confidence, opin- 
ion polls give his party little more than 45% 
of the vote, down from 52.8% at the previ- 
ous election four years ago. Even if that 
were the outcome on September 13th, the 
party might still have a narrow absolute 
majority of seats in the state parliament in 
Munich, allowing it to avoid the ignominy 
of coalition. But it would look bad for Mr 
Stoiber—and would be seen as the worst 
possible augury for Mr Kohl. 

What is the problem? Mr Stoiber's men 
pin part of the blame on the feeble perfor- 
mance of Mr Kohl's centre-right govern- 
ment in Bonn. A curious accusation, you 
might think, since the Christian Social 
Union belongs to the coalition and the 
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party chairman, Theo Waigel, is federal fi- 
nance minister. Still, the Bavarians claim 
that, try as they may, they cannot stiffen 
wishy-washy policies, on crime and immi- 
gration for instance, all too often espoused 
by their Bonn partners—Mr Kohl's party 
and the liberal Free Democrats. 

As well as trying to cope with the coali- 
tion’s self-inflicted wounds, the Christian 
Social Union sees its support being nibbled 
away from three different directions. The 
Social Democrats look set to improve on 
the 30% of the vote they won in the state last 
time, thanks to the pulling-power of Ger- 
hard Schroder, their candidate to replace 
Mr Kohl as chancellor. Mr Schroder, who 
sees himself as the architect of a “new cen- 
tre”, has recently been stomping the Bavar- 
ian campaign trail (accompanied by his Ba- 
varian-born wife, Doris), promising to 
create jobs and clinking mugs of local beer. 

On the far right, the Republicans, who 
took 3.9% of the vote last time, are now hov- 
ering close to the 5% minimum needed to 
enter parliament. They have been buoyed 
by the success of another xenophobic party, 
the German People's Union, which took 
nearly 13% of the vote in the Saxony-Anhalt 
election in April but is not standing in Ba- 
varia. Moreover, non-party "free voters' 
groups" demanding that power flow from 
Munich to local governments are putting 
up candidates for the state parliament for 
the first time. Loosely organised, they will 
probably not win seats but may well pull 
middle-of-the-road voters away from the 
Christian Social Union, speeding a two-de- 
cade decline in its support. 

Mr Stoiber is trying to fight off all these 
challenges at once. Bavaria, he snaps, needs 
no economic lessons from anyone, espe- 
cially not Mr Schroder. The state is home to 
some of the highest of high-technology in 
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EUROPE 


Alpine peak? 
Bavarian state elections, % of votes 





Source: German Federal Statistics Office 

Germany and its jobless rate, 6.4% in July, is 
not much more than half the national aver- 
age. To avoid being outflanked by the Re- 
publicans, the premier talks of "putting Ba- 
varian interests first" in Bonn and Brussels 
and demands speedy ejection of foreigners 
who commit crimes on German soil. 

Can Mr Stoiber win another majority, 
despite the odds? If he succeeds and the 
Kohl coalition scrapes back to power, his al- 
ready powerful clout at national level will 
increase. It may well do so even if the coali- 
tion does not make it after all. In that case, 
Mr Stoiber would be able to point to his 
own sturdy performance, which weaker co- 
alition souls, alas, proved unable to follow. 
And that could make him the natural can- 
didate to lead the conservative camp 
against a Red-Green government under 
Chancellor Schróder in a few years' time. 

Mr Stoiber's nightmare? A grand coali- 
tion in Bonn between Christian Democrats 
and Social Democrats, with Bavarian influ- 
ence reduced if not eliminated. The bigger 
a Christian Social Union victory on Sep- 
tember 13th, the better chance Mr Stoiber 
will have to stop that nightmare coming 
true. Now he needs another thunder-clap. 
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Coreper, Europe's managing board 


ISIT the seat of the Council of Ministers of the European 

Union in Brussels, and the chances are you will find no 
council of ministers there. The council is more of a process than 
an institution. Groups of ministers from national governments 
meet for a day or two, agree upon policy, adopt legislation, make 
a few declarations, and disperse. Foreign ministers meet at least 
once a month, as do finance ministers and agriculture ministers. 
Most others meet less often. Steering the whole mass of intergov- 
ernmental business has been the job of the foreign ministers. 
The detailed work is done by the *permanent representatives" of 
member states and their deputies. These high-ranking civil ser- 
vants meet in a two-tier committee known for short as 
"Coreper". Most of them are career diplomats with long years of 
EU experience. 

As proxies and problem-solvers 
for their national governments, the 
members of Coreper do not merely 
sift and prepare agendas for minis- 
ters. They and the working parties be- 
low them resolve nine-tenths of the 
issues before ministers even meet, 
leaving only the most politically sen- 
sitive points to be decided. 

The secrecy, permanence and 
ubiquity of Coreper have led to its 
members being tagged, by those who 
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really run Europe". Alan Clark, a for- 
mer British minister, recorded in his 
diaries the sour but flattering view 
that "it makes [not] the slightest dif- 
ference to the conclusions of a meet- 
ing what Ministers say at it. Every- 
thing is decided, horse-traded off by 
officials at Coreper ... The ministers 
arrive on the scene at the last minute, 
hot, tired, ill or drunk (sometimes all 
ofthese together), read out their piece 
and depart." 

From inside Coreper, naturally 
enough, the view is rather different. 
As good civil servants, the perma- 
nent representatives would never admit to “running” Europe. 
(“If ministers want to let Coreper decide, that is a ministerial 
decision.") At most they would admit to holding a vital part of its 
structure together. But even this role may soon be endangered. 
Some members of Coreper think the system they serve is begin- 
ning to fracture around them. 

That prospect looms because the old masters of European 
policy across national governments—the foreign ministers— 
have been losing their clout. They are ceasing to achieve at the 
political level what Coreper does at the working level—take the 
broad view, strike the necessary balance, recognise the European 
interest. Finance ministers are wresting the big decisions away 
from them. Heads of government are intervening in European 
affairs more often and more directly. Ministers have less incen- 
tive to speak from a single script, which Coreper can edit. 

Opinions differ as to the cause of the foreign ministers’ de- 
cline. One member of Coreper says (off the record, as always) that 
the current crop is simply not up to the calibre of its predeces- 
sors: "Name me a great man among them." Another suggests the 
foreign ministers may have made a conscious decision to "give 
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up their role—I can find no other words" because they have 
found the work involved both too detailed and too boring and 
because they prefer to spend more oftheir time on world affairs. 

The kindest view is that the decline of the foreign ministers” 
role follows inevitably from their past successes. The Eu has per- 
meated national affairs so completely that it has come to seem 
scarcely "foreign" at all. All ministries have grown confident and 
experienced enough to set European agendas for themselves. 
Business has become so voluminous that no one group of minis- 
ters can offer much in the way of overall leadership merely by 
meeting once a month. 

The foreign ministers and Coreper have lost battles before. 
Agriculture ministers have led a life of their own since the 1960s, 
when they secured a Special Agricul- 
tural Committee, separate from 
Coreper, through which "technical" 
issues could be prepared. 

But the new challenge to foreign 
ministers' dominance, coming from 
finance and economic ministers, is a 
much bigger one, which could prove 
fatal. The finance ministers’ func- 
tional role in Eu affairs has grown 
hugely with the approach of Euro- 
pean monetary union. It has em- 
boldened them to demand a last 
word on everything touched by fi- 
nance—in effect, almost everything. 
They have begun struggling openly 
with the foreign ministers for control 
of "Agenda 2000", a draft package of 
reforms that are mainly financial in 
character. If the foreign ministers 
lose this battle, says one member of 
Coreper, "they will become just an- 
other specialist council themselves." 

It is too late already for Coreper 
to recoup one big loss: it has been of- 
fered no role at all in the work of 
“Euro-11", the new club for finance 
ministers of countries within the na- 
scent monetary union. The finance 
ministers have said that they want to keep their proceedings 
low-key. “Apparently we will be ‘informed’ of developments 
there,” fumes one Coreper ambassador. “But financial and eco- 
nomic policy touches on everything. On employment. How can 
we co-ordinate? We cannot. It is incredible. Incredible. And the 
only ones who get any satisfaction out of it are the narrow- 
minded ministers.” 

From a strictly procedural point of view, notes another am- 
bassador, it need not matter much to Coreper if another set of 
ministers, or the heads of EU governments meeting with in- 
creased frequency, takes over the steering role in Europe. The job 
could even be done by a new, permanent body of “vice-prime 
ministers for Europe”, of which there is scattered talk. Even now 
Coreper answers to governments, not to foreign ministries 
alone. But there must be some dedicated political body leading 
EU business at an intergovernmental level. Otherwise argu- 
ments and contradictions between ministerial interests and na- 
tional interests would become all-consuming. Coreper, says this 
ambassador, “would become like the dinosaurs. The small pred- 
ators would prevail". The dinosaur waits to see if he is right. 
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Under starter's orders 


Britain's referendum campaign over the euro may not have been announced 


yet—but it has already begun 


HIS week the European Movement, 

Britain's oldest and most important 
pro-European lobby group, published à 
glossy document laying out a strategy for a 
referendum on British membership of the 
single European currency. Why bother? Af- 
ter all, officially the whole question has 
been put on the back-burner. The govern- 
ment merely says that it is willing to sign 
Britain up for the euro when it becomes 
convinced that such a move would be in 
Britain's economic benefit. 

But unofficially the pro-Europeans in 
the government are working to a much 
more definite timetable. They are assuming 
that a referendum will be called soon after 
a second election victory for Labour—an 
event already pencilled in for 2001. At that 
point the full weight of government will be 
behind the Yes campaign. 

The government's arm's-length involve- 
ment with the fledgling Yes campaign is be- 
coming increasingly obvious. Lord 
Sainsbury, who joined the government as a 
minister in the Department of Trade and 
Industry in last week's cabinet reshuffle, is 
also the European Movement's chief finan- 
cial backer. Peter Mandelson, freshly in- 
stalled as the pri's boss, is a former vice- 
chairman of the movement. 

The European Movement has already 
set up a steering group to co-ordinate the 
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referendum campaign, with good connec- 
tions to 10 Downing Street. Roger Liddle, 
the European expert in the policy unit at 
Downing Street, has attended one of the 
group’s meetings. Mr Liddle will serve as a 
link-man between Downing Street and the 
developing campaign. Derek Draper, Mr 
Liddle’s disgraced sidekick, has also been 
spotted at the planning sessions, as have 
representatives of the London office of the 
European Commission, which provides a 
bit of money for the European Movement. 

The movement's planning document 
argues that the Yes campaign now needs to 
establish before the next general election a 
“single organisational centre” and an 
“agreed, coherent message” with the aim of 
establishing “a measurable majority of the 
public who favour British participation”. 
That is a tall order, since currently a large 
majority are opposed. 

Next month, the Treasury gets in on the 
act by launching an advertising campaign 
designed to tell Britons about the launch of 
the single European currency in 1999. Offi- 
cially this is simply a “familiarisation” ex- 
ercise. But people involved with the cam- 
paign acknowledge that it contains an 
element of "political education"; others 
might call it propaganda. 

As the Yes campaign has upped the 
ante, so the Noes have also begun to get seri- 


ous. There is no shortage of anti-European 
groups—29 at the last count, not including 
a Eurosceptics’ cricket team. They some- 
times look cranky and divided. However, 
since the beginning of the year, a series of 
six lunches in the Attlee room of the House 
of Lords has gathered together all the prin- 
cipal "antis" from across the political spec- 
trum to thrash out a plan of action. Out of 
this has grown support for Business for 
Sterling (BFs), which was officially 
launched on June 11th. 

The aim of BFS is to attract serious 
money from businessmen and companies, 
hitherto put off by the often juvenile antics 
of some of the Eurosceptic pressure groups. 
It will put only the economic arguments 
against the single currency, and ignore 
politics. BFs is eminently “sensible”, and is 
headed by a singularly unflamboyant for- 
mer Labour minister, Richard (Lord) 
Marsh. It already has the financial backing 
of several big businessmen such as Sir Stan- 
ley Kalms, the chairman of Dixons. The 
new director of communications at BFS is 
from that electronics retailer, and they have 
already had 200 pledges of support. The 
cheques were waved in your correspon- 
dent's face, to prove the point. 


The balance of forces 


All this early manoeuvring means that it is 
now possible to have a fairly clear idea of 
the line-up of the two sides in the referen- 
dum campaign. The Yes campaign can rely 
on the support of the Trades Union Con- 
gress, the Confederation of British Industry 
(CBi) and much of the City. 

The support of such big-business battal- 
ions will mean that the Yes campaign will 
have plenty of cash. The company with the 
closest links to this side of the argument is 
British Petroleum (BP) Nick Butler, BP's 
head of policy, has attended the European 
Movement's strategy sessions and Lord Si- 
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mon, a former chairman of the company, is 
part ofthe axis of pro-European peers at the 
Department of Trade and Industry. 

Other companies that have become ac- 
tive in the proto-Yes campaign are Unilever 
and Northern Foods, run by Niall FitzGer- 
ald and Lord Haskins respectively. Peter 
Sutherland of Goldman Sachs (and chair- 
man of BP) is the most powerful City voice 
for the "pros". The fact that this trio of 
Messrs FitzGerald, Haskins and Suther- 
land are all Irish has not gone unnoticed by 
Eurosceptics, some of whom seem to regard 
the euro as Ireland's revenge on Britain. 

But the antis are also mustering their 
business supporters. BFs has received dona- 
tions from the McAlpines, a construction 
dynasty, the Keswicks of Jardine Matheson, 
Sir Rocco Forte, a hotelier, and Lord 
Wolfson of Great Universal Stores. Then 
there is Paul Sykes, a maverick Yorkshire 
businessman, who financed anti-EMU Tory 
candidates in last year's election. He has 
promised to spend "whatever it takes" to 
resist EMU, on democratic and constitu- 
tional grounds. 

The support for BFs suggests that finan- 
ciers and businessmen are fairly divided. 
Joining the cai in the Yes camp are the Brit- 
ish Chambers of Commerce and the Insti- 
tute of Export. But the Institute of Directors 
is broadly in the No camp, as is the Federa- 
tion of Small Businesses. A recent survey 
showed that 7596 of its 120,000 members 
are opposed to Britain joining the euro. 

On the other side of the industrial di- 
vide, there is also a split. John Monks, the 
head ofthe Trades Union Congress, is a vo- 
cal supporter of the single currency. But 
many individual unions are not so sure, in- 
cluding the GMB, Unison and the TGWU. 
These have no intention of forming any 
sort of co-ordinated alliances with the 
other anti groups. But they might yet come 
out independently against a single cur- 
rency when the time comes. 

The jewel in the crown for the No cam- 
paigners, though, is Britain’s best-selling 
newspaper, the Sun, bolstered by the rest of 
the Murdoch press and by the Daily Tele- 
graph. A recent MORI poll showed that 83% 
of Sun readers opposed a single currency. 
These are statistics that scare Downing 
Street. The links between the anti camp in 
the media and the Brs are strong. Lord 
Marsh is a former chairman of the Newspa- 
per Publishers’ Association and so has 
known both Mr Murdoch and Conrad 
Black, the owner of the Daily Telegraph, for 
many years. 

Political leadership remains a problem 
for the Noes. They are aware that they will 
face a formidable line-up of politicians 
from the Yes campaign, ranging from Tony 
Blair himself to Paddy Ashdown, the leader 
of the Liberal Democrats and some popular 
Tories, including Kenneth Clarke, a former 
chancellor. William Hague and most of the 


Tt a EU aea d $-"y PY» 


50 


Tory party will be opposed, but given the 
party's low ebb in the polls this is not neces- 


sarily an advantage. Efforts will certainly be 
made to rope in some support from the left 
of the political spectrum, including Labour 
dissidents such as Alan Simpson and Aus- 
tin Mitchell. 

As for a unified political leadership, or 
a single figurehead, most antis agree that 
this will have to wait. Lord Owen, a former 
foreign secretary, has turned the post down, 
although he will certainly be campaigning 
against the euro when the time comes. 
Some prominent sceptics have floated the 
idea of John Major as the ideal leader. He is 
seen as sufficiently moderate to gather sup- 
port from across the political spectrum. But 
he has not yet been formally approached. 
Whether he would want to return to the 
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scene of his most bruising battles, and 
make common cause with his Eurosceptic 
tormentors, is a moot point. 

So who is likely to prevail in this strug- 
gle? MORI polls show that Britons’ attitudes 
to EMU now are much the same as they 
were six years ago. A poll in November 1991 
showed 54% against joining; the figure to- 
day is virtually identical (see chart on previ- 
ous page). But Bob Worcester of MORI adds 
a note of caution for the Noes. Six months 
before the 1975 referendum, polling 
showed that a majority (41% to 33%) were in 
favour of leaving the Common Market. But, 
when the time came, the fact that the prime 
minister, the government machine and big 
business were all behind the Yes campaign 
won the day. In the end, the voting wasn't 
even particularly close. 





Birmingham 


From workshop to melting pot 


In the second of our series on Britain's great provincial cities we take a look at 


Birmingham—the second largest city in the country—whose future will depend 
on the immigrants who have made it their home 


UTURE historians looking 

for a seminal moment in 
the history of modern Bir- 
mingham may settle on the de- 
cision to build a dam in Azad 
Kashmir in Pakistan in 1962. 
The Mangla dam displaced around 
100,000 people, and thousands of families 
used the financial compensation they re- 
ceived to emigrate to Birmingham, in the 
industrial heartland of Britain. This was 
the biggest in a series of waves of immigra- 
tion from the old empire in the 1950s and 
1960s, whose after-effects continue to trans- 
form Britain's second city. 

Britain's latest census, in 1991, recorded 
that Birmingham's non-white population 
was just over 21% of the city's total popula- 
tion of 1m, making it the most racially 
mixed big city in Britain. The city council 
now estimates that 40% of the children in 
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Birmingham’s schools are 
non-white. In a decade's time 
that figure is likely to be 
around 50%, which means that 
by then Birmingham will be 
well on the way to being a 
“majority-minority” city. 

This remarkable demographic shift 
might be expected to cause trouble; and in 
the 1960s, when the scale of non-white im- 
migration to Britain first became apparent, 
dire predictions were indeed common. It 
was in Birmingham in 1968 that Enoch 
Powell, a right-wing Tory politician, made 
a speech saying that Britain, by allowing 
mass coloured immigration, was like a na- 
tion “busily engaged in heaping up its own 
funeral pyre.” 

In fact, the transition has been remark- 
ably smooth. True, there were riots in the 
Handsworth district of the city in 1985, pro- 
voked by tensions between the police and 
local West Indians. And city leaders—aware 
of the high levels of black and Asian unem- 
ployment in inner-city areas—do not deny 
the possibility of further trouble. But Bir- 
mingham does not feel like a city riven by 
racial tension. The Pakistanis, who are still 
the largest group of immigrants (they were 
7% of Birmingham’s population in 1991), 
remain culturally distinct. But Asian areas 
are bustling and full of shoppers of all 
races. It is common to see mixed-race 
groups out for a night on the town. 

The Asians, at any rate, are also becom- 
ing more politically assertive. One of the 
most intriguing (and least commented on) 
recent developments in British politics has 
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been the rise of Asian parties in Birming- 
ham. In last May's local council elections in 
the city, the Labour Party lost a seat it had 
held for 30 of the past 35 years, to a candi- 
date backed by the local mosques who was 
campaigning for the release of two Kash- 
miri separatists jailed for the killing of an 
Indian diplomat. The issue was a telling re- 
minder that the Asian community is hardly 
homogeneous. All told, 40% of local Asians 
in inner-city Birmingham are thought to 
have voted for protest candidates. 

Both Asian and white politicians in Bir- 
mingham agree that there was a lot more to 
the Asian protest vote than a single issue. 
The problem is that the demographic 
change in Birmingham has not yet been re- 
flected in local politics. Three *majority- 
minority" seats are represented by white 
Labour MPs, and the top echelons of the lo- 
cal council are also dominated by 
whites. Abbas Malik, a journalist on 
an Asian paper, the Daily Jain, com- 
plains that Pakistanis in Birming- 
ham are taken for granted by local 
political leaders and are an *ignored 
community". 

Asked about their grievances, 
Asian professionals and politicians 
come out with a long list: high unem- 
ployment, lousy schools, insensitiv- 
ity to Muslim concerns, for example 
over burials; a desire for more jobs 
with the council None of this 
sounds insoluble. But in struggling 
to improve the lot of immigrants, 
and other ordinary citizens, Bir- 
mingham’s civic leaders are having 
to cope with a troubling economic 
scene and, in particular, the continu- 
ing aftermath of the huge economic 
shocks that hit the city during the 
course of the 1980s. 

Unlike other great Victorian cities, such 
as Liverpool and Manchester, Birmingham 
did not suffer from early industrial decline. 
The 1930s were relatively kind to the city. 
Some old industries shut down, but new 
ones sprang up—in particular the motor in- 
dustry, which remains essential to the city. 
It was not until the early 1980s that de-in- 
dustrialisation really hit; but, when it did, 
the effects were devastating. Between 1980 
and 1991 the city lost 4096 of its manufac- 
turing jobs (see chart on previous page), as 
years of low productivity and low invest- 
ment, combined with a high pound, caught 
up with the West Midlands. 

"In a decade we went from being a 
high-wage, low-unemployment city to be- 
ing the opposite," laments Carl Chinn, a lo- 
cal historian. Employment in the motor in- 
dustry and in electrical engineering, two 
mainstays of the local economy, has halved 
since 1981. Now Birmingham is suffering 
further job losses, caused (it is claimed) by 
high interest rates and a strong pound. 
Rover announced last month that it will 
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soon lay off 1,500 workers at its Longbridge 
car plant in the city. 


Conventions and curries 


Another industrial recession would be a 
big blow to a city that is still unusually reli- 
ant on manufacturing. But it need not be 
fatal. Over the past generation, Birming- 
ham has shown that it can respond imagi- 
natively to economic change. 

It was the first British city to realise the 
potential of the convention business. A Na- 
tional Exhibition Centre opened on the 
outskirts of Birmingham in 1976; an inter- 
national convention centre opened in the 
heart of the city in 1991. A symphony hall 
was built for the city’s crowd-pulling con- 
ductor; public spaces and squares were 
pedestrianised and old industrial canals 
smartened up and lined with cafés. It 
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Birmingham’s new face 


worked. Remarkably, Birmingham, despite 
its enduring (and increasingly unfair) repu- 
tation as one of the ugliest places in Britain, 
is now the country’s third most visited city 
after London and Edinburgh. 

There is still plenty of evidence of this 
American-style civic ambition in Birming- 
ham. The city has given approval for the 
construction of Britain’s tallest skyscraper, 
near the convention centre. Later this year 
it will begin ripping down the Bull Ring 
shopping centre, a hideous construction of 
stained 1960s concrete which, since it is the 
first thing visitors see on leaving the main 
railway station, has done more than any- 
thing else to blight the city’s image. 

But there is a limit to the extent to which 
the city’s fortunes can be transformed by 
energetic civic leadership. Willie Patterson, 
a sharp-eyed Scot, who moved to Birming- 
ham a few years ago to run its Institute for 
German Studies, says: “Over the past 20 
years we've had a period of top-down vital- 
ity. The city council has maximised every 
opportunity that has come its way. The 
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BRITAIN 
question for the next 20 years is who is go- 
ing to provide the bottom-up vitality." 

The obvious candidates to provide 
"bottom-up vitality" are the immigrants 
who have made the city their home over the 
past 40 years. Can they do it? In many ways 
the signs are not encouraging. The manu- 
facturing recessions hit precisely those in- 
dustries which had drawn immigrants to 
Birmingham in the first place. The jobless 
rate in inner-city Birmingham is over 20%. 
For ethnic minorities without qualifica- 
tions, the figure is 37%, double the rate for 
similarly unqualified whites. 

The problem is not that there are no 
jobs; indeed, employers often complain of 
a shortage of skilled staff. But many of the 
jobs that are created in Birmingham are be- 
ing taken by commuters. In any case, most 
of the job growth in the region is coming 
outside Birmingham itself. 

High unemployment, concen- 
trated among ethnic minorities and 
the young, is obviously dangerous. 
But there are also much more hope- 
ful signs that Birmingham's immi- 
grants are becoming a real source of 
strength for the city. The Birming- 
ham Asian Business Association 
reckons that almost a third of the 
businesses in the city are now Asian- 
owned. They range from three-per- 
son family grocer's shops to textile 
businesses with hundreds of em- 
ployees and multi-million-pound 
turnovers. 

Birmingham's Asians are also 
making a cultural impact on Britain. 
The city has given birth to a new cui- 
sine—the “balti” curry—which is 
now as much of a national staple as 
fish and chips. 

All this means that many of the 
city's Asians have already broken out of the 
stereotype of low skills and unemploy- 
ment. Birmingham's Indians, the second 
largest group after the Pakistanis, are excel- 
ling in education, and are already provid- 
ing a new class of professionals and entre- 
preneurs. Since most of the Pakistanis were 
from a poor, rural background in Kashmir 
they have found it harder to find their feet. 
But Mohammed Younis, who owns a chain 
of pharmacies and nursing homes and 
leads Birmingham's association of Paki- 
stani professionals, reckons that the next 
generation will do much better. Now that 
over half of the city's Pakistanis are Bir- 
mingham-born, he says, “There is a huge 
emphasis on education and on making 
this our home.” 

Watching young whites and Asians 
tucking into their food together in Birming- 
ham's “balti belt", the visitor finds that 
Enoch Powell's vision of “rivers of blood” 
seems distant and unreal. Oceans of curry 
would have been a better prediction. 
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Peer pressure 


HIS is the time of year when many British politicians, be 

they Europhile or Eurosceptic, are to be found sampling rosé 
or Chianti in their Provencal or Tuscan villas, soothed by def- 
erential palms and a world away from the assorted humiliations 
and pettinesses of Westminster. And yet summer skies can still 
be darkened by the occasional storm. The one that blew up this 
week over the appointment as a Scottish industry minister of 
Gus Macdonald, Scotland's version of a media mogul, belongs 
in a teacup. To listen to the outrage (genuine) of a handful of 
Scottish MPs who felt that one of them should have got the job 
and that (fabricated) of the Scottish Nationalists, vou would 
think that the government had committed some grave breach of 
parliamentary convention, vio- 
lated the constitution and at- 
tacked the dignity of the Scottish 
nation. It has done no such thing. 
Nonetheless both the appoint- 
ment and the rumpus it caused do 
say something a little disturbing 
about the House of Commons. 

Mr Macdonald is by all ac- 
counts a successful businessman 
of considerable talent. A former 
Clydeside shipyard worker, and 
then a print and television jour- 
nalist, he became chairman of the 
Scottish Media Group, which runs 
a television station and two news- 
papers. To the untutored eye, a 
Scot who combines entrepreneur- 
ial experience with the political 
antennae he developed as a jour- 
nalist looks like a canny choice as 
Scottish industry minister, espe- 
cially when the Scottish National- 
ists are encroaching on Labour 
support north of the border. He 
has the flavour of a Scottish Rich- 
ard Branson: popular, straight and 
self-made. So why the fuss about 
his appointment? 

The case against Mr Macdon- 
ald has several strands. But even 
when they are woven together they look pretty slender. The first 
is that his appointment was announced in isolation and not as 
part of last week's wider reshuffle. So what? The government's 
explanation for this seems entirely straightforward: Mr Mac- 
donald needed time before the appointment was announced to 
divest his business interests and so eliminate any conflict of in- 
terest. The government was understandably anxious to avoid 
the trouble it got into when Lord Simon of BP was criticised for 
having failed to dispose of his shares before taking up his duties 
as minister for trade and competitiveness in Europe. 

The second objection raised against Mr Macdonald sounds 
graver. He is neither a member of Parliament nor, in the past 25 
years, of the Labour Party. Is it not an insult both to voters and to 
the House of Commons to make a minister of this unelected, 
unaccountable and unpolitical media mogul? 

Well, no. Unelected he may be, but Mr Macdonald is far from 
being the first minister who has been brought into government 
by the gift of a life peerage: Margaret Thatcher followed just this 
route when she ennobled Lord Young and then employed the 
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successful businessman in a variety of ministerial jobs. Nor, 
once he is ensconced in the Lords (albeit not until November), 
will Mr Macdonald be unaccountable. He is accountable, first, 
to Donald Dewar, the (elected) Scottish secretary who chose him 
for the job, and, second, to the Scottish Grand Committee, which 
allows members of the Commons to interrogate all ministers, 
including those who sit in the Lords. As for being unpolitical, Mr 
Macdonald is a long-time Labour supporter who quit the party 
when he became involved in broadcasting, again—entirely 
properly—to avoid too obvious a conflict of interest. 

The final strand of complaint is the one that tells you some- 
thing disturbing about the House of Commons. This is the com- 
plaint that appointing a minister 
from the wider world on the 
strength of his special talent or ex- 
perience is some sort of insult to 
party members who serve loyally 
as backbench Mrs in the hope of 
one day becoming ministers them- 
selves. Dennis Canavan and Tam 
Dalyell (two left-wing Scottish MPs 
who could themselves have enter- 
tained no hopes of promotion un- 
der New Labour) said the appoint- 
ment of Mr Macdonald was a case 
of patronage replacing democracy. 
Liam Fox, the Tory spokesman on 
constitutional affairs, said the gov- 
ernment had scaled “new heights 
of contempt” for Parliament. 

Here Dr Fox scales new heights 
of nonsense. There would be a case 
to answer if the government were 
appointing lots and lots of minis- 
ters from outside the Commons. 
But it is not. Scottish MPs might 
have a grievance of a sort if they 
were under-represented in govern- 
ment jobs. But the opposite hap- 
pens to be the case: 16 of the 56 
Scottish MPs have ministerial jobs, 
and the cabinet is stuffed with 
Scots. At the end of the day, the 
constitutional implication of Mr Macdonald's appointment is 
precisely zero. 

The disturbing thing about the Macdonald affair is not that 
the government has violated any convention or principle. It is 
that in the eyes of many MPs the Commons is first and foremost 
a job machine. When a government (like the present one) has a 
big majority, and when a prime minister (like the present one) is 
not interested in the Commons, the life of a backbencher can 
become mind-numbingly dull. In such cases, what keeps an MP 
going is the dream of promotion. Any hint that loyal service in 
Westminster is becoming a less reliable path to a ministerial job 
is therefore profoundly demoralising. And it is more demoralis- 
ing still when, as in the case of Mr Macdonald, the bypassing of 
Parliament is justified, entirely reasonably, by his special knowl- 
edge of business. Increasingly, the only business most MPs know 
about is the business of politics. And the more of a backwater the 
Commons becomes, the less able it is to attract people who have 
made a splash in other walks of life. This is the vicious circle for 
Mr Blair to ponder as he basks in the Tuscan sun. 
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‘International Festival 
lof Music Lucerne 





| August 19 - September 16, 1998 


cf Join us as we celebrate our 60th anniversary. 


Major events to take place in our new spectacular concert hall created by 
French architect, Jean Nouvel and acoustic engineer, Russell Johnson 





«Festival of Festivals» with: 
Festival of Salzburg, 
Bayreuth, London Proms, 
Jazz Festival Montreux 


18 symphony concerts, featusifi™@among others 
Berlin Philharmonic Orchestraimfaudio Abbado 
Vienna Philharmonic OrchéStimmkorin Maazel / 
Chicago Symphony Orchestra, Daniel Barenboim 
s Angeles Philharmonic} stra, Esa Pekka Salonen 





es 
Symposium: «Music Festivals of the 21st century» 

August 30 - September 2, 1998, Palace Hotel, Lucerne, Switzerland 

Speeches, round tables, presentations, open to the public 

(for tickets contact the numbers below) 


Premiere: 1st Lucerne Piano Festival, November 19-22, 1998 
with Murray Perahia, Anatol Ugorsky, Katia und Marielle Labeque, 
Michel Petrucciani, Till Fellner, Alfred Brendel 
Bib wie da cee mM a dmi um cms, xm Mm eni SA 
We invite you to Lucerne/Switzerland 
Phone +41 41 226 44 00, Fax +41 41 226 44 60 
Internet www.LucerneMusic.ch 


e-mail LucerneMusic@LucerneMusic.ch 
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Go on, it's good for you 


NEW YORK 


Prescription pharmaceuticals are being turned into brands and marketed like 


soap powder. Who will benefit? 


HE television advertisement shows a 

tanned young man skiing effortlessly 
through a meadow of flowers and grass. De- 
spite the clouds of pollen all about, he 
doesn't even wrinkle his nose. That is be- 
cause he takes Allegra, Hoechst Marion 
Roussel's anti-allergy medicine. 

Welcome to the drug as consumer prod- 
uct. As a campaign for a branded prescrip- 
tion drug, this commercial is ground- 
breaking. With images from Industrial 
Light & Magic, the special-effects wizards 
behind films such as "Star Wars", it Shows a 
good-looking, healthy young man enjoying 
himself. Contrast that with the wheezing, 
grimacing individuals on television spots 
for cough syrups and headache pills. Like 
Pfizer's Viagra for impotence and Merck's 
Propecia for balding men, Allegra belongs 
to a new class of "lifestyle" drugs: treat- 
ments which might make you happier, but 
which you could well live without. Such 
drugs are being sold with the sort of market- 
ing normally reserved for Coca-Cola. 

Until last year, it was virtually impossi- 
ble in America to advertise named pre- 
scription pharmaceuticals on television. 
An advertisement could name a drug, but 
could not link the name to a disease unless 
it read out all the tedious information the 
manufacturer supplies with the drug it- 
self—which, on average, would take seven 
minutes of air time. In most of the rest of 
the world, even naming a drug in an ad- 
vertisement is banned, though that is likely 
to change. Britain's Glaxo Wellcome re- 
cently talked of such advertising coming to 
Europe, and America's Schering-Plough be- 
lieves Australia, South Africa and Latin 
America are all likely to deregulate within 
the next few years. 

The American experience gives a taste 
of things to come. Since the Food and Drug 
Administration (FDA) relaxed its guidelines 
on television advertising in August 1997, 
spending on direct-to-consumer advertis- 
ing of pills and potions has taken off. 
Spending in America on ads for prescrip- 
tion drugs, estimated at more than $1 bil- 
lion this year, now exceeds that on beer ad- 
vertising. Spending on television alone 
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reached $171m in the first four months of 
1998 (see chart on next page). 

Television advertisements can now 
name a prescription drug and its use, pro- 
vided they describe the chief risks and refer 
consumers to further information, includ- 
ing a toll-free number and website. Drug 
firms have exploited their new freedom 
with gusto. Schering-Plough last month 
aired the first television drug ad endorsed 
by a celebrity, using Joan Lunden (formerly 
of “Good Morning America”) to recom- 
mend Claritin, an anti-allergy drug avail- 
able on prescription. Anne Devereux, of 
Consumer Healthworks, part of Omnicom, 
a marketing group, says (rather ominously) 
that “drug ads are what cigarettes and alco- 
hol were ten years ago.” Almost every 
agency is developing a health-care team to 
meet the demand from drug companies. 

It is easy to see why drug companies are 
excited by such advertising, even though 
nobody is yet sure how good the returns 
are. Going direct to patients is a way 
around budget-squeezing health-mainte- 
nance organisations (HMOs). Moreover, it 
seems to work. A study published last 
month by Prevention magazine and sup- 
ported by the FDA found that 90% of the 
1,200 people questioned had seen a drug 
advertisement and a third had visited their 
doctors as a result. Remarkably, 8096 of doc- 
tors agreed to prescribe the drug. 

Direct advertising may also have bene- 
fits for public health, as well as helping to 
boost sales by drawing attention to new 
treatments. Glaxo Wellcome says that, since 
television ads for its genital-herpes treat- 
ment, Valtrex, started late last year, it has re- 
ceived 600,000 calls, many from people 
not even registered with a doctor. Of those, 
two-thirds intended to visit a doctor as a re- 
sult of the ads. The campaign for Zyban, 
Glaxo's anti-smoking pill, coincided with 
1.3m doctor-visits in April to ask about anti- 
smoking treatment compared with 1.6m in 
the whole of 1997, though Glaxo admits the 
link is hard to prove. Direct advertising 
may also help patients to keep taking their 
drugs. Lapses cost drug firms around $20 
billion a year. The Prevention study found 
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Your thoughts for a penny 


that a third of patients who saw an ad for 
their medicine felt better about its safety, 
were more likely to take it, and were re- 
minded to re-order their prescription. 

However, the real marketing gold mine 
lies in the data about patients that drug 
companies are collecting from calls to toll- 
free numbers and visits to websites. The 
drug firms’ push into consumerland comes 
at an opportune time. According to Jane 
Parker, of Grey Healthcare, part of Grey Ad- 
vertising, it coincides with the ageing of the 
Baby Boom generation, who now want in- 
formation and choice. Jed Beitler, head of 
Sudler & Hennessey, the health-care arm of 
Young & Rubicam, says that growth in over- 
the-counter medicine has helped to teach 
people to diagnose and treat their ailments 
on their own. 

The spread of uiv had a role too, by 
diminishing the reverence for doctors. 
Through their own networks, patients 
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started learning about treatments more 
rapidly than their doctors did. The Internet 
has also opened up the closed world of 
medicine, though not always for the best 
(see box). People are particularly likely to 
take the initiative and demand lifestyle 
drugs such as Viagra and Propecia, says 
Matt Giegerich, ofthe Quantum group, part 
of Britain's wep. Those who believe that 
doctors do not keep up with medical devel- 
opments are also using the web to pester 
scientists directly. Oliver Bogler, who runs a 
brain-tumour laboratory at Virginia Com- 


monwealth University, regularly receives e- 
mails from patients and their relatives. 

This does not yet add up to proof that 
patients benefit from advertising. Indeed, 
there are worries. Doctors and HMOs point 
to the dangers of patients treating them- 
selves and of doctors coming under pres- 
sure to over-prescribe. Also, drug compa- 
nies tend to promote the most expensive 
new remedies when a cheaper generic 
might often do just as well. 


Healthy for whom? 


Some drug companies are even altering 
clinical trials in order to be able to make 
marketing claims that will appeal to con- 
sumers—for instance, that a drug is deliv- 
ered in a convenient form, or eliminates an 
irritating side-effect (though this might 
count as a real improvement). That Claritin 
does not cause drowsiness is one reason it 
can charge HMOs around $1.90 a pill com- 
pared with a few cents for generics, which 
do. Clifford Wong, a director of Kaiser 
Permanente, an HMO, asks whether that 
difference is really worth so much extra 
cost. He argues that direct advertising re- 
stricts choice and “is not the best way to 
educate consumers". 

There is something to this. But drug 


companies are unlikely to advertise with- 
out any regard to patients' well-being. They 
know that their advertising must win over 
not only consumers but also the FDA, doc- 
tors and the HMOs. One way of doing so is 
to point out how much money can be saved 
when drug firms encourage patients to 
keep to a medical regime. 

A glimpse of the future is disease man- 
agement through advertising. Acuity 
Health Group, a two-week-old division of 
Omnicom, will offer to design individual 
regimes to encourage patients of its clients 
to take their medicine, directed in the first 
place at chronic conditions such as osteo- 
porosis and diabetes. 

Acuity will collect information with the 
consent of patients and then market its ser- 
vices to those patients and their families; it 
will check whether someone is taking his 
medicine, and even devise exercise plans 
and recipes. Rob Dhoble, the president of 
Acuity, says the economics are compelling: 
"This is basically a loyalty programme. 
[Simply advertising] is like a car company 
selling a car and only collecting the first 
lease payment." Such a holistic approach 
just possibly might make drug advertising 
easier to swallow. 








Click and drug 


HINGS move more easily through 

cyberspace. Information on prescrip- 
tion drugs is no exception. The advertis- 
ing and selling of such medicines occurs 
more freely over the Internet than in the 
real world, where patients have to trudge 
to the doctor if they want a prescription 
and, in many countries, advertising drugs 
directly to consumers is illegal. 

For consumers, access to more drug 
information and the convenience of or- 
dering a wide range of prescription prod- 
ucts online is welcome. For national drug 
regulators, however, it is a headache. In 
May 1998 the World Health Organisation 
passed a resolution calling on govern- 
ments to tighten controls on the quality of 
information provided about drugs on the 
Internet and to clamp down on cross-bor- 
der trading of drugs through the Net 
where such trade is illegal. 

But how? Policing the Internet is no- 
toriously difficult. There are quite a few 
dishonest dealers on the Web, whose 
goods are unapproved, ineffective or 
downright dangerous. Customers, disap- 
pointed that their online order of shark- 
fin cartilage failed to cure their cancer, 
can report the offending site to a regula- 
tory agency such as America's Food and 
Drug Administration. The FDA can try 
and track down the hucksters, issuing 


them with warnings or in extreme cases, 
confiscating their goods. 

But pinning a website to a point in the 
real world is difficult, and drug regulators 
find it hard to discipline offshore oper- 
ators. More practical, perhaps, is the 
online punishment meted out by Health 
on the Net (HON) Foundation, a consor- 
tium of 25,000 web pages whose authors 
are bound by a good-practice code. Ac- 
cording to Mark Selby, HON's director, 
members who are electronically linked to 
disreputable sites cut their ties. Without 
these ways to feed in customers, some 
sites wither on the Web. But many others 
still thrive undetected. 





More troubling, though, are the issues | 
raised by different national rules on ad- | 
vertising and selling drugs. Multinational 
drug companies spend increasing sums | 
promoting themselves and their products 
on the Internet. This is permitted in . 
America, but banned in many other | 
countries. Yet governments cannot easily | 
prevent their citizens from having free ac- 
cess to such advertising. 

A few legitimate Internet pharmacies, 
such as the Pill Box in Texas or the Procare 
Clinic, sell prescription drugs such as the 
anti-impotence medicine Viagra over the | 
Web. Some even go through the formality 
of an online prescription. Just a few easy 
questions to answer on the electronic 
form (Do you take nitrates? Do you suffer 
sexual dysfunction?), a credit card num- 
ber and Viagra or some similar potion is 
yours. That you may live, as this cor- 
respondent does, in a country where 
Viagra has yet to be approved by the regu- 
latory authorities, and where even its di- 
rect promotion to patients is banned, is 
no impediment—though courier compa- 
nies are increasingly nervous about their 
role in the trade. As Mr Selby observes, 
these country-to-country differences in 
what can be sold and what can be adver- 
tised make little sense in the age of the In- 
ternet. Although it can create confusion, 
the Internet may actually bring about 
greater harmonisation of international 
drug standards. 
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Taiwanese companies in China 


Rough trade 


HONG KONG AND TAIPEI 


IKE other foreign investors in China, the 
thousands of Taiwanese firms that have 
poured into the mainland over the past de- 
cade expected red tape, losses and the usual 
adjustment problems. That they have had, 
in spades. They have also had a nasty sur- 
prise: beatings, kidnapping and murder. 

On July 31st Chinese gangsters killed 
Lin Ti-chuan in a bungled kidnapping 
meant to force her boyfriend to pay 
$600,000 that his Chinese export partners 
claimed they were owed. Had Ms Lin not 
also been a politician from Taiwan’s pro- 
independence opposition, the Democratic 
Progressive Party, her killing would have re- 
ceived no more attention than that of the 
Taiwanese businessman who was beaten 
to death two days earlier in Shenzhen by 
his two mainland shareholders. But Ms 
Lin’s prominence has led to a diplomatic 
row and drawn attention to the mortal 
risks Taiwanese investors face on one of the 
world’s most dangerous business frontiers. 

In the past seven years, according to Tai- 
wan's Straits Exchange Foundation, 57 Tai- 
wanese businessmen have disappeared or 
been killed on the mainland, not including 
the two last week. Over the same period, 127 
were kidnapped, robbed and detained, 
mostly after a business deal had gone 
wrong. Even these figures may be underes- 
timates. In Dongguan in the Pearl river 
delta, which houses the largest concentra- 
tion of Taiwanese factories, there is talk of 
at least 30 deaths each year. Many small 
businessmen from Taiwan, aiming to 
avoid taxes by keeping their investments 
secret, never report crimes related to their 
Chinese investments. 

Businessmen from other countries face 
occasional frightening moments in 
China—there is always the risk of being ar- 
rested as a spy, mugged, or killed in a rob- 
bery—but no investors are targeted as the 
Taiwanese are. One reason is that there are 
more of them: Taiwan puts large amounts 
of investment into China and 200,000 Tai- 
wanese businessmen are staying in the 
country at any given time. But the political 
cold war between the mainland and its 
“renegade province” makes these commer- 
cial pioneers vulnerable to thuggery. 

Taiwan bars mainland Chinese from 
travelling to the island, making it tempting 
for them to resolve commercial disputes 
such as debt collections by physically re- 
straining their Taiwanese partners until 
something can be worked out. Mainland 
courts are notoriously slow and corrupt 
and Taiwanese courts rarely take cases on 
behalf of absent plaintiffs from the main- 
land. Because China regards the Taiwanese 
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as its own (albeit wayward) 
citizens, Taiwan’s govern- 
ment cannot offer diplo- 
matic help. Four Taiwan- 
ese businessmen recently 
accused of spying remain 
in jail, whereas an Ameri- 
can telecoms engineer, ac- 
cused of the same thing, 
was released after Ameri- 
can protests. 

In another effort to 
dodge taxes, small inves- 
tors often avoid the Tai- 
wanese business associa- 
tions in China that attempt 
to mediate in business dis- 
putes. So when these inves- 
tors’ covert deals go sour, 
their partners are, for lack of a better op- 
tion, more likely to settle their scores with 
violence and intimidation. A recent poll 
commissioned by the island's Mainland 
Affairs Council found that 9296 of Taiwan- 
ese firms relied on cash and connections 
rather than contracts, lawsuits or media- 
tion to settle financial or other disputes. 

Taiwanese businessmen seem almost 
to provoke the danger. They tend to be ag- 
gressive. Their familiarity with China's lan- 
guage and culture embolden them to set up 
small operations in remote areas of Tibet 
and Inner Mongolia. Along Russia's border 
with north-eastern China they trade with 
Russians by bartering Chinese goods. They 
are apt to step into legal grey areas that lead 
to disputes, many of which stem from their 
attempt to exploit mainlanders. Their repu- 
tation for brazenly displaying their wealth 
does not help. 

Since they cannot count on their gov- 
ernment or the courts to protect them, 
larger Taiwanese firms are increasingly 
turning for help to the business associa- 
tions, 43 of which now operate throughout 
China. Because Taiwanese firms are big 
employers (they employ more than 2m 
workers in Dongguan alone), these associa- 
tions have considerable clout with local au- 
thorities, serving as both local chambers of 
commerce and unofficial consulates. 

One ofthese associations, in Dongguan, 
has set up its own 20-man fire-fighting 
force to protect Taiwanese furniture fac- 
tories in the area. In an effort to keep Tai- 
wanese businessmen from straying too 
much (many have second wives or mis- 
tresses on the mainland), they arrange golf 
and bowling tournaments and fishing ex- 
peditions. They hope to set up schools, so 
wives and children can join their hus- 
bands, although families may not relish life 
in a dusty, shoe-making town. 

That Taiwanese firms persist in China 
despite the risks is evidence of the potential 
they see there and of their desperate need 
for cheap labour. Taiwan is still dominated 
by labour-intensive industries, such as elec- 
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tronics assembly. But the strength of the 
Taiwanese currency means that labour 
costs on the island are now among the 
highest in the region. Such firms often have 
no choice but to put their factories in 
China. No wonder their managers can usu- 
ally be found at night in Taiwanese-owned 
karaoke bars, with one eye on the hostess 
and another, edgily, on the door. 





Sports networks 


ESPN dropped 
the ball 


HE commentary on Fox Sports Net has 

a distinctive tone, dominated by im- 
ages of war; it irritates some viewers, but re- 
flects the spirit of the company. Fox Sports 
Net is the latest weapon in the battle of the 
American media titans. This two-year-old 
joint venture between Rupert Murdoch’s 
News Corp and John Malone’s Liberty Me- 
dia is beginning to inflict some nasty 
wounds on Disney’s ESPN, which has domi- 
nated American sports programming for 
nearly 20 years. In July, ESPN announced 
that it was abandoning a long-planned 
counter-attack, and now seems to have no 
clear idea of how to resist Fox Sports Net's 
advance. 

ESPN invented sports television in 
America. Before it was founded in 1979 by 
an unemployed former public-relations of- 
ficer from the Hartford Whalers hockey 
team, the most the sports junkie could 
watch each day on all the broadcast net- 
works combined was around 18 hours of 
sports. ESPN now has four 24-hour sports 
networks and reaches just about all the 
73m cable homes in America. 

It is also highly profitable. Paul Kagan 
Associates, a media consultancy, estimates 
that ESPN’s cash-flow this year will be 
$356m on revenues of $116 billion. Hence 
the move, in 1996, by Mr Murdoch and Mr 
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Malone to set up a rival. Mr Malone 
had an additional interest in seeing 
competition to ESPN, because ESPN's 
popularity gives it power over the ca- 
ble systems operators, and Tcl, Liber- 
ty's parent, is one of America's two 
biggest cable operators. 

Sport has been Mr Murdoch's 
weapon of choice in television. In 
Britain, his BSkys satellite-television 
company dominates the pay-televi- 
sion business because he cornered 
the football rights before other 
broadcasters saw their value. In 
America, he established his Fox 
broadcast network as a power in the 
land by outbidding the rest for the 
National Football League rights; and 
then he moved on to cable. 

The Fox Sports Net approach is 
clever. Rather than attack ESPN's na- 
tional network head on, Mr Murdoch and 
Mr Malone have put together a lot of little 
regional networks. Their idea was that peo- 
ple want to watch their local team more 
than they want to watch one of the big na- 
tional games, but that you need a national 
brand to sell advertising. So, whereas ESPN 
offers national programming with na- 
tional advertising, Fox Sports Net offers lo- 
cal programming with national advertis- 
ing. As a result, although Fox Sports Net's 
reach, at 65m households, is still smaller 
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Taken by surprise 


than ESPN's, its ratings are often double. 
And EsPN had a shock when the first-quar- 
ter ratings for SportsCenter, its nightly 
news programme, came out in June: they 
showed an 11% year-on-year drop, some of 
which was blamed on Fox Sports Net. 

In 1988 ESPN rejected the idea of buying 
the regional sports network that was the 
genesis of Fox Sports Net. Disney's boss, Mi- 
chael Eisner, is said to be furious that the 
network missed that trick; and now the 
counter-attack that EsPN has been plan- 


It's the manager, stupid 


NEW YORK 


i IS an article of faith among manage- 
ment gurus that good management is 
largely the preserve of "great" or "excel- 
lent" companies that are marked out by 
their unique corporate cultures (and of- 
ten by the fact that they have sought the 
advice of the guru in question). Now 
doubt has been cast on the idea of great 
companies by an enormous statistical 
survey that takes in hundreds of different 
units and more than 100,000 employees 
at 24 large companies over a period of 25 
years. The conclusion of Gallup, the opin- 
ion-polling company that undertook the 
analysis: individual managers are what 
matter, not companies. 

Gallup's research is based on the per- 
formance of the different units and sur- 
veys of how contented their employees 
were. One finding was clear, if unsurpris- 
ing: the units where employees were the 
happiest were often the most successful. 
But evidence of a pervading culture was 
more mixed. Only 40% of workers in the 
average work group in the chart's com- 
pany 1, a restaurant chain, were happy; 
yet the company included some of the 
happiest and most successful workgroups 
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in the survey; meanwhile company 2, a fi- 
nancial-services firm with a high average 
level of satisfaction, nevertheless had 
lousy units full of dissatisfied workers. 
Gallup will not reveal all of its clients, 
but its survey included 
giants such as Best Buy, a 
consumer-electronics re- 
tailer, Columbia Health- 
care and Carlson, a large 
marketing group. The 
findings are subject to a 
couple of doubts. Per- 
haps some company- 
wide decisions in firms 
of this size—for instance 
to cut costs by 10%—hurt 
managers at some units 
more than others. And it 
is not surprising that the 
study found that individ- 
ual managers matter, be- 
cause it measured employee satisfaction 
in terms of things that are controlled by 
individual managers, such as clear perfor- 
mance targets, the availability of proper 
equipment for a job, the presence of com- 
petent colleagues, and the attention of a 
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ning has come to naught. Its scheme 
was to start with a regional sports 
network in Los Angeles, where Dis- 
ney's baseball team, the Anaheim 
Angels, and its hockey team, the 
Mighty Ducks of Anaheim, were to 
form the core of the programming. 
But the cable operators in Los Ange- 
les did not want another regional 
sports network, the teams balked at 
the idea of putting ESPN's interests 
before their own, and Disney wisely 
did not insist. 

ESPN is not about to drift into fi- 
nancial difficulty. As cable television 
goes digital, there will be more space 
for more sports networks, and there 
is probably still demand for more 
sports programmes. ESPN has a stun- 
ningly successful brand, and Dis- 
ney's master-marketers are thinking 
up new ways of using it. The latest "brand 
extension" is ESPN Zone, a multi-storey 
"themed restaurant" in Baltimore, where 
you can lounge on a reclining chair in front 
of any of 200 monitors, supping on your 
beer and burger and listening to a game on 
your personal speaker; or even take part in 
a game. Still, Mr Murdoch and Mr Malone 
look like making a lot of money out of Fox 
Sports Net—money that would, if EsPN had 
seized its opportunity, have been Disney's. 





caring supervisor. 

Even so, the study raises the question 
why good practices do not spread in the 
best firms. Jeffrey Pfeffer, a professor at 
Stanford Graduate School of Business, ar- 
gues that managers often fear that bor- 
rowing ideas from their colleagues will 
boost the latter's status, at their own ex- 
pense. He cites the way in which the meth- 
ods of General Motors' 
Saturn division have 
failed to spread around 
the firm. Only a few com- 
panies are like ABB Asea 
Brown Boveri, which 
publishes tables compar- 
ing the performance of 
their different produc- 
tion groups. 

At this point the argu- 
ment begins to look a lit- 
tle circular: surely the 
best way to breed good 
managers isto promotea | 
strong culture? Indeed, 
the figures that Gallup 
has released raise almost as many ques- 
tions as they answer. More answers, in- 
cluding what makes a good manager, will 
be revealed when Gallup publishes a 
book on its research next year. But the “ex- 
cellent company” has taken a hit. 
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Aircraft making 


Boeing woeing 


Air travel is booming; airlines are making record profits; aircraft sales are set- 
ting records; and Boeing cannot seem to get it right 


N THE previous aviation slump, caused 

by the Gulf war and economic recession 
in 1990, unwanted aircraft were parked in 
the dry, corrosion-free Mojave desert. 
When business picked up most of them 
were sold. Now another fleet is landing in 
the desert, led by new and used wide-body 
freighters. The tarmac in Seattle and Tou- 
louse has also been filling with big, wide- 
bodied jets straight from the Boeing and 
Airbus production lines. At the end of June 
Boeing had 19 aircraft stuck on the ground 
because Asian airlines such as Asiana and 
Garuda could not pay for them. Airbus had 
seven jets grounded for similar reasons. 

Here comes the paradox. Aircraft sales 
are still rising slightly, with firm new orders 
for 638 aircraft in the first six months ofthis 
year. That is more than half the total sales of 
1997, itself a record year. The explanation 
ofthe paradox is that the jet-aircraft market 
has broken in two: dismal Asia and buoy- 
ant America and Europe. 

Because Asia was responsible for much 
of the growth in the market for big jumbos 
and wide-bodied Airbuses, there threatens 
to be a glut of nearly new wide-body jets. 
Asian airlines are both deferring delivery of 
new aircraft and putting some of their exist- 
ing fleet on the market. Philippine Airlines, 
for instance, is scaling back its fleet from 54 
aircraft to 14, amid fears that it may go out 
of business entirely. Malaysia Airlines is 
postponing delivery of nine big Boeings, 
and Thai Airways has trouble financing or- 
ders for wide-bodies from both makers. 

Meanwhile smaller, narrow-body jets 
are selling well, as American and European 
carriers upgrade their short-haul fleets on 
the back of improved performance. The top 
seven American carriers enjoyed a net in- 
come of $3.6 billion in the second quarter, 
up 13.3% on a year earlier. All reported ris- 
ing load factors. American Airlines had its 
"best quarter ever". 

In Europe, even some of the old basket 
cases such as Alitalia and Iberia have 
turned themselves into proper airlines. But 
the most successful European airline, Brit- 
ish Airways, is reining back its planned in- 
crease in capacity because it sees difficult 
times ahead. Although it is still about to or- 
der 20 or so narrow-bodies from Boeing or 
Airbus, it is shaving growth in capacity 
from about 9% to under 3% over the next 
few years, partly by switching orders for 
747s to smaller 777s. 

Its chief executive, Bob Ayling, foresees 
a bloodbath across the Atlantic as liberal- 
ised markets attract new entrants and as in- 
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ternational carriers switch empty aero- 
planes from the Pacific to the Atlantic. 
Older industry observers remember that BA 
was first to see the last slump coming and 
take evasive action. As a result, it emerged 
in better shape than any other airline. 


Astack of miseries 


Who, then, would want to be in the very 
large shoes of Ron Woodard, the man who 
runs Boeings Commercial Airplane 
Group? Right now, his business troubles 
seem never-ending. Boeing needs a success 





Lined up last time around 


later this month when BA, a huge Boeing 
customer and the only big European air- 
line never to have bought an Airbus, is due 
to decide whether to buy his short-haul 737s 
or Airbus’s A320s. Analysts such as Chris 
Partridge of Deutsche Morgan Grenfell, an 
investment bank, think that Airbus is likely 
to win this one. 

Even if Boeing wins an order from BA, it 
will not begin to make up for a miserable 12 
months. First, its efforts to double output to 
cope with booming demand ended in 
chaos, and it had to shut down production 
for a month to catch up with unfinished 
work. This resulted in delays and expensive 
overtime. Then it had to rebuild about 50 of 
the new version of its 737 in order to satisfy 
safety rules that it had failed to foresee. 

Even worse, it turns out that the first 
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400 of these aeroplanes are being sold at a 
loss, because the company's four-year pro- 
gramme to cut costs by 25% has stalled. Add 
the costs of the merger with McDonnell 
Douglas, and Boeing has had to make pro- 
visions approaching $4 billion since last 
autumn. Last year it made its first loss in 50 
years, and in the first half of this year it has 
fared little better, with its net profits down 
by about two-thirds to $308m. Boeing 
blames low margins, despite the boom in 
sales of commercial jets. Its shares fell 14% 
on the news, compounded by gloomy fore- 
casts about a slow recovery in margins and 
profits this year and next. The worry is that, 
by the time Boeing has sorted itself out, or- 
ders will be falling fast. 

The market is already sending some 
gloomy signals to Boeing. Two-thirds of the 
jets in the sky are made by Boeing, and that 
has usually been its share of new orders. But 
for the first half of this year its main com- 
petitor, the European Airbus Industrie con- 
sortium, has won 52% of orders. Although 
Boeing still enjoys its monopoly at the 400- 
seat jumbo end of the business, Airbus’s 
A320s have caught up with Boeing's re- 
vamped 737s in the narrow-body class of 
aircraft which accounts for about three- 
quarters of all sales. 

Meanwhile, Boeing's pride and joy—its 
wide-bodied 777 (which is slightly smaller 
than a jumbo)-has run into some difficul- 
ties. Airbus claims to have sold 468 of its 
big A330s and A340s, compared with only 
392 Boeing 777s. Yet the Boeing aircraft, 
launched three years ago, should have 
quickly outpaced the older Airbus ma- 
chines. It has been held back partly by the 
fact that the very long-range version has yet 
to be launched, because the three largest 
aero-engine makers have been reluctant to 
produce engines big enough to get it off the 
ground. So Boeing is considering various 
compromises, such as a small extra engine 
in the tail, to give the aircraft more thrust. 
Meanwhile Airbus is triumphing: it is win- 
ning enough customers in advance to jus- 
tify the launch of its own very long-range 
version of the A340. 

Boeing's genius has always been to de- 
sign products that evolve into a family of 
aircraft, which then develop to meet 
changes in the market; often, it is later de- 
rivatives that earn the most profits. Boeing 
has always believed that the market (espe- 
cially in Asia) will want big long-range air- 
craft to fly point-to-point rather than super- 
jumbos using hub airports. So the 
development problems of the 777, which is 
designed to meet market demand of this 
sort, could ultimately prove the most seri- 
ous of its recent setbacks. If only the project 
were far enough ahead to have a few mod- 
els of the very long-range version parked— 
ordered-but-not-paid-for—in the Mojave 
desert, Mr Woodard might be happier. 
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The numbers man 


Should managers consult algebra before they redesign their factory or launch a product? 
A mathematician from Tennessee thinks so 


ACTION films there is usually a mo- 
ment when a fast-talking boffin is sum- 
moned from the depths of the CIA to explain 
exactly why Bruce Willis has to retrieve the 
multiversatile decoder (or whatever) Art 
Hammer is a little burly for the boffin part; 
and his southern accent is a little thick. But 
he has the right qualifications (a spell in nu- 
clear-weapons design), and some engaging 
eccentricities (his office is in Tennessee, but 
he lives in Idaho and the Philippines). As for 
explaining complicated algebra quickly, he 
is hard to beat. He scribbles formulae upside 
down on a piece of paper on his lap in a con- 
vincingly logical way that only in retrospect 
seems, well, slightly incomprehensible. 

Mathematicians are now commonplace 
in dealing rooms, but Mr Hammer is apply- 
ing algebra to “normal” business questions, 
such as “How should I change my factory?" 
or "What is the best way to sell my products?" He helps to run 
QualPro, a small consultancy started by another cold-war math- 
ematician, Charles Holland. Mr Hammer has aided companies 
such as Du Pont and Monsanto to redesign chemical plants, 
helped long-distance telephone firms to improve their market- 
ing and even told the National Enquirer what to put on its cover. 

These are precisely the sort of examples managers give to 
demonstrate that they practise an instinctive art, rather than a 
logical science. Yet they are too hasty. The modelling of real- 
world situations (such as, say, the conversion of climate change 
into numbers) is now commonplace in laboratories. And num- 
ber-crunching exercises such as *data mining" (sifting through 
customer information) are on the rise in business too. 

Anyhow, the "instinctive" way of taking decisions actually 
involves much trial and guesswork. A manager might be able to 
think of 30 plausible ways to speed up an assembly line. In prac- 
tice, he will guess which handful matter most, play with them 
and see what happens. He will not experiment with more vari- 
ables, because it would be too time-consuming. 

Mr Hammer' “multivariable testing" (Mvr) allows a more 
systematic approach. To demonstrate it, he shows how the man- 
agers of a hospital-products firm thought they might improve 
sales of surgical trays. To find the best possible combination for 
the seven options they identified, one should run 128 experi- 
ments (or 2 to the power of 
7). However, Mr Hammer's A 


ation 
technique, based on maths | Wave to boost sales of | 
that was invented in the m E AR 
1930s and was first used to | Treatment combinations 


work out how to shoot Train sales force 


down German aircraft, re- 
quires only seven trials. 
Three variables — are 
changed each time (shown 
in the table by ticks) and 
the average effect of each 
variable is then calculated; 
in an eighth trial, for com- 
parison, none of the op- 


Letter to doctors 


Customise tray 
Average sales, $000 


Source: QualPro 
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Cash commission for sales force — v v 
Holiday incentive for sales force - rog Ie 


Letter to operating-room supervisor 3 i : 
Letter from CEO to CEOs at hospitals - Ke 


16 11. 
*Sales in e^ trials minus sales in X trials divided by number of o trials 





tions is attempted. MvT offers a way to com- 
bine variables and deduce a result. 

Here the maths suggested that only train- 
ing, cash commissions and holiday incen- 
tives would have much effect on sales. The 
employees pet suggestion—tailoring the 
tray to each customer—actually cut sales. The 
company duly increased holiday and com- 
missions, increased training and ditched à 
plan to customise the trays. Sales soared. 

Mr Hammer claims that if a firm uses 
MVT alone, its tests will show about 7096 of 
the theoretically possible improvements. So 
he suggests that, having used Mvr to find the 
two or three main variables, clients should 
fine-tune the process by concentrating on all 
the combinations that involve those. 

Some of Mr Hammer's *optimum solu- 
tions" look obvious. Even when they do not, 
he never tries to explain why a variable mat- 
ters. Such mathematical impartiality conveniently allows him 
to work for competitors; but he also claims that those who know 
a business well (like the sales people at the hospital-product 
firm) still get it wrong three times out of four. 


Under the slide rule 


Mathematical testing has long been used in the military installa- 
tions where Mr Hammer used to work; it has also been used on 
the research side of agribusiness, to test the effect of pesticides. 
Many of QualPro's first clients were big chemical firms tinkering 
with their manufacturing. This year, however, most of Mr Ham- 
mer's work is no longer about manufacturing processes such as 
producing better ethylene, but about selling services. 
Surely guessing what consumers want has always been some- 
thing ofan art—more ofan art, indeed, than stimulating sales of 
surgical trays? In reply, Mr Hammer says that his maths has 
helped the National Enquirer, at a cost of hundreds of thou- 
sands of dollars, to examine more than 500 variables for the de- 
sign of its covers and decide which would work best. 
Despite such successes a doubt remains: consumers vary so 
much that deductive number crunching runs the risk of missing 
something. Above all, it can test only what is there, not what 
might be there. Often consumers say they do not want a product, 
but when it is offered to them, they discover its charms. The 
robotic techniques of Mr 
Hammer and other num- 
ber-crunchers may make 
some management deci- 
sions more logical. On the 
other hand, if such meth- 
ods become widely used, 
they will increase the value 

. of people who have an in- 
stinct for something sur- 
prising. Far from fearing 
the ascent of Mr Hammer 
and his like, mavericks 
should welcome it: they 
will rise with him. 
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. For the half year to 30 June. 


.. Operating profit before 
provisions 


Operating profit 
Profit before tax 


Profit attributable to 
shareholders 


Earnings per share - 


Interim dividend per share — 





Shareholder fuss 


Total assets - 





Business Highlights: 


* Operating profit before provisions marginally lower 
by 0.896 at HK$5,265 million. 


œ interim dividend per share maintained at HK$1.40. 


/* Strong capital base, with total capital ratio of 


o F 21.596 and tier 1 capital ratio of 17.2%. 


=+ Hang Seng was voted the top company in Hong 

—.. Kong and Asia's top banking and financial 

— institution in the 1998 Asia's Most Admired 

Companies Survey commissioned by Asian 

. Business. The Bank was also named Commercial 

Bank of the Year in Hong Kong for the fourth 
consecutive year by Asiamoney. 

















provisions for bad arid doubtful oe 
substantially fewer disposals of locally-listed , 


equities. 


"However, we were able to maintain the net 


interest margin at over 3% and the cost: income 


"As a bank with MES ; 
Hang Seng is well placed. to withstand the 
economic downturn. Our strong capi ital | base, 
lean cost structure, prudent lending poli icy and 
premium service will allow us to further 


consolidate our market leadership. " 


ratio at a still low level e 26. 8%. | 
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David Eldon, Chairman 


Hong Kong, 3 August 1998 
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in fate August 1998. 


2. Hang Seng Bank Limi ded c l 
. JArorporated in Hong Kong with limited lability 
Registered Office and Head Office: 83 Des Voeux Road Central, Hang Kong 
2 Fax (852) 2525 4403 
|. Web site: http /www hangseng.com 












FINANCE AND ECONOMICS 


A wobble down Wall Street 


NEW YORK 


For the first time in years, Wall Street is becoming gloomy about American 


equities. Is the bull run over? 


LION was led on to the floor of the 

New York Stock Exchange by Richard 
Grasso, the exchange's chairman, as the 
market opened for business on August sth. 
The previous day, a 300-point fall had 
plunged the Dow Jones Industrial Average 
to 9% below the all-time high of 9,338 it hit 
just three weeks earlier. "The bulls are 
bringing in reinforcements," joked trad- 
ers—though officially the big cat was there 
only to mark the listing of a South African 
gold company. The lion was gone within 
minutes. Whether the bears that have re- 
cently been prowling Wall Street can be re- 
moved so easily remains to be seen. 

Although there are still plenty of op- 
timistic commentators urging investors to 
regard the lower share prices as an opportu- 
nity—"buy the dips" has become an article 
of faith on the Street during America's long 
bull market in equities—a growing number 
of investors are discovering the joys of "sell- 
ing the rallies". What happens next will 
have big implications for foreign stock- 
markets, which tend to follow Wall Street's 
lead, as well as for the American economy, 
whose impressive growth in recent years 
has been fuelled by the rise in share prices. 

This week's dip has sent many experts 
back to their calculators. “My hunch is that 
a cyclical bear market has begun," says Bar- 
ton Biggs, Morgan Stanley Dean Witter's 
veteran investment man, who had hitherto 
argued that, although American shares are 
overvalued, that didn't mean they would 
not become even more so. He has been 
joined, unexpectedly, in the gloomy camp 
by Prudential Securities’ Ralph Acampora, 
a prominent technical analyst (the sort who 
draws lines through past share prices in the 
hope of spotting trends). On August 3rd Mr 
Acampora reasserted his long-held opin- 
ion that the Dow would reach 10,000 by the 
end of this year. The next day he declared 
himself a bear, saying that in his view the 
data now pointed to a 15-2096 correction in 
share prices by the autumn. 

Yet opinion remains mixed. Wall 
Street's most prominent bull, Abby Joseph 
Cohen, is standing firm—much to the relief 
of her colleagues at Goldman Sachs, who 
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are preparing an initial public offering of 
shares in the investment bank. 

Although Wall Streeters will take any 
opportunity to dub a rise in share prices a 
bull market, they have precise, and restric- 





tive, rules about what to call a decline. A fall 
of 5% is a “blip”, of 10% a "correction"; only 
a drop ofat least 20% is an official bear mar- 
ket. But whatever you call it, on past trends 
a sharp fall in share prices is long overdue, 
says John Rothchild, author ofa timely new 
work, "The Bear Book: Survive and Profit in 
Ferocious Markets" (Wiley). In the past 100 
years, he points out, America's main share 
index has experienced a correction every 
couple of years, and a bear market every 
four to five years. But between 1990 and Oc- 
tober 1997's brief plunge in share prices, 
there was not one 10% correction in the 
Dow, let alone a bear market. 


Is the past a guide? 


On the other hand, past bear markets send 
a mixed message about whether one is 
likely now. Bear markets usually begin 
when share prices are high in relation to 
earnings: which, currently, they are. A re- 
cent study by the Federal Reserve Bank 
of St Louis found that price-earnings ra- 
tios in April—before the market 

peaked—were at a 100-year high. 

On the other hand, bear markets 
also tend to coincide with rising inter- 
est rates—whereas now, for all his 
tough talk, Alan Greenspan, chairman 

of the Federal Reserve, shows little in- 
clination to put rates up. Extremes of 
inflation and deflation are also asso- 
ciated with severe bear markets; yet 
today’s consumer-price inflation is 
extremely stable. Nor is there much 
sign of another common cause of 
bearishness, war: most recently, Iraq's 
invasion of Kuwait coincided with 
the sharp fall in share prices in 1990. 
As for the Monica Lewinsky factor 
cited by some traders (accompanied 
by the usual ungentlemanly jokes), 
Bill Clinton's difficulties are not a 
good pointer to a falling stockmarket: 
Richard Nixon's resignation coin- 
cided with the 1973-74 bear market, 
but shares rallied after President Ken- 
nedy was assassinated. 

Still, there is no reason why a new 
bear market should have the same trig- 
ger as past ones. Jeremy Siegel, an econ- 
omist at the Wharton School, and au- 
thor of an influential bullish book, 

"Stocks for the Long Run" (Irwin, 1994), 
argues that the sample of past bear mar- 

kets is too small to draw meaningful 

conclusions about what causes them. But 
Mr Siegel does think a bear market may 
still be under way, because the economic 
fundamentals are deteriorating. 
The earnings of corporate America 
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have been badly hit this year, largely be- 
cause of the downturn in Asian economies 
and the strengthening dollar. Around 90% 
offirms have so far reported and, according 
to Chuck Hill of First Call, a research firm, 
second-quarter earnings are likely to be a 
paltry 3.8% higher than a year earlier. At the 
start of the year, analysts were forecasting 
growth of 12.9%. Moreover, analysts are 
now slashing their forecasts for the third 
and, in the past week, even the fourth quar- 
ter. Since July 1st average third-quarter esti- 
mates have been cut from 10% to 6.7%. 

Is it really credible to argue that inves- 
tors have only now woken up to the Asian 
economic crisis? In fact, this year's record- 
breaking by the Dow and the broader s&p 
500 index have been driven by a mere 
handful of shares. As these and even broad- 
er indices scaled new heights, many of the 
firms within them saw their share prices 
fall. According to Philip Roth of Morgan 
Stanley Dean Witter, during the summer 
rally of1997, up to 1,000 shares a week were 
touching new highs; in this year’s June-July 
rally, the number of new highs averaged 
barely 300 a week. “It is with this kind of 
narrowing strength that bull markets come 
to an end,” reckons Mr Roth, who also 
thinks that, although the market may rally 
temporarily, it will ultimately fall further. 

Overall, Wall Street has been turning 
bearish on America for some time. The 
Dow (which comprises 30 large companies) 
was down 8.5% from its peak when trading 
ended on August sth, and the s&P 500 
down by 8.9%. Other measures make less 
comfortable reading. The transport compa- 
nies within the Dow were more than 15% 
lower, the Nasdaq composite was down by 
11.2%, and the Russell 2000 index, which in- 
cludes many smaller firms, was down by 
18.9%. More than a third of the shares in the 
Russell 2000 have not beaten their 1997 
high at any time this year. In other words, 
for many firms the bear market began some 
months ago. 

The strongest reason for believing that a 
bear market is under way is not the sharp 
fall in the Dow from its peak, as such; 


The long and the short 
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rather, it is that this decline shows that the 
gloom which has become established in 
most of the market has now spread to the 
blue chips. 

Ifthe bears are back, what will that do to 
America's so-called Goldilocks economy 
(not too hot, not too cold)? There has been a 
great deal of debate about what impact the 
bull market has had on the real economy. 
Alan Greenspan recently said that about 
$12 trillion had been added to American 
household wealth since 1994, largely be- 
cause of gains in share prices. The big un- 
certainty is what will happen to consumers' 
spending if a bear market robs them of 
some of this new wealth. 


Daddy, mummy or baby bear? 


Perversely, if the bears are only passing 
through, and share prices soon bounce 
back, this might prompt another period of 
rising prices, by reinforcing the message 
learnt by investors after the October 1987 
crash and after many smaller corrections 
since, that dips can be buying opportuni- 
ties. A more substantial, but not severe, bear 
market would probably have a salutary ef- 
fect, taking some of the froth out of the 
stockmarket and reminding investors— 
many of whom have never experienced a 
prolonged period of bearishness—that 
share prices can go down as well as up, 
without undermining faith in the long- 
term case for investing in equities. 

A long and deep bear market would be 
another matter. Between 1968 and 1982, for 
instance, the Dow lost three-quarters of its 
value in real terms, investment in mutual 
funds dried up—and Business Week asked 
on its cover whether equities were dead. Is a 
repeat of that likely? Today's Wall Street 
bears think that, at worst, the Dow will fall 
to around 7,500. But the honest answer is 
that nobody really knows exactly what the 
true fair value of American shares is. 

Lower inflationary expectations and 
the technological revolution mean that the 
old rules for pricing shares may no longer 
be reliable. However, there is no consensus 
about what the new rules should be. It is 
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therefore quite possible that such eco- 
nomic changes have merely masked the 
growth of a stockmarket bubble that may 
now be bursting. So there is no telling how 
low prices could go. 





Minority shareholders 
Local heroes 


PARIS 


HEN Fortis, a Belgian-Dutch finan- 

cial group, bought Générale, a Bel- 
gian bank, in June, for 16% more than it had 
originally offered, shareholders did rather 
well. Still, they might have done better. As 
the object of a hostile bid—a rarity in Euro- 
pean banking—from ABN Amro, a Dutch 
bank, Générale was for a few days at the 


LM sna 


i EXCHANGI 





Feeling left out 


centre of the kind of battle that can push up 
prices fast. The struggle ended early, how- 
ever, when Générale's directors opted for 
Fortis by exercising their right to increase 
the authorised capital, making it all but im- 
possible for ABN Amro to gain control. 
That they were able to stop the bidding 
so abruptly troubles Nicholas Caprasse, a 
partner at Déminor, a Brussels consultancy 
that helps minority shareholders make the 
most of their investments. The bank direc- 
tors’ right to increase the capital had been 
approved at a company meeting six years 
earlier. Why had shareholders agreed to 
something that would later deprive them 
of potential profits? The answer, thinks Mr 
Caprasse, is probably that no one on the 
board had explained the implications of 
the proposal: the creation of a poison pill 
that could, incidentally, be used to favour a 
partly Belgian bidder rather than a foreign 
one. Such devices are still common in cor- 
porate Europe, and those who struggle on 
behalf of minority shareholders have their 
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. Unmasking Italian investor relations 


| Ej the unsteady reputation of 
| Italian finance, the person in the pi- 
azza is a sucker for stocks. More than 1.7m 
Italians applied for shares when the gov- 
ernment offered a tranche of EN1, an en- 
ergy conglomerate, at the end of June, and 
Telecom Italia attracted about 2m appli- 
cants when it was privatised last year. 
Both firms admit, however, that small 
shareholders receive much less informa- 
tion than institutional investors, and that 
more must be done for the little chap. 
Keeping millions of retail investors 
abreast of corporate developments is not 
as simple as it sounds. But ENI and 
Telecom Italia, which together account 
for about a fifth of the Italian stockmark- 
et's total capitalisation, are better than 
most Italian firms at keeping bigger in- 
vestors and stock analysts informed 
through roadshows, presentations and 
conference calls. For small shareholders, 
corporate information is often as impen- 
etrable as the plot of an Italian opera. 
The single European currency is one 
reason why such firms are changing their 
attitude towards shareholders. In antici- 








pation of the euro, institutional in- 
vestors are already starting to allo- 
cate their European equity port- 
folios by sector, rather than by 
country, and they will compare the 
quality of information provided 
by listed firms. “Money flows to- 
wards transparency," says John An- 
drew, a director of Schroder Italia 
SIM, à securities house. Italian 
firms are starting to grasp that, if 
they fail to unmask, they will lose 
ground to foreign rivals. Mr An- 
drew rates the present standard of 
Italian firms' investor relations at 
about 70% of those in Britain, up 
from "zero" five years ago. 

Italian banks lag significantly, 
however. Mediobanca, an investment 
bank, and its galaxy of related firms, still 
present a picture of varying degrees of 
murkiness. Yet even Mediobanca, once 
notorious for its disdainful attitude to 
markets and the media, is changing its 
tune. Convinced by a combination of 
competition and adverse press coverage, 
the bank, which is listed in Milan, ap- 











Perfectly clear to opera buffs 


pointed an investor-relations officer in 
March and is thinking of making its first- 
ever presentation to analysts in Septem- 
ber. Perhaps it should offer some advice 
to two of its main shareholders, Banca 
Commerciale Italiana and Banca di 
Roma. The former is unable to provide in- 
formation on its investor relations; the 
latter refuses to do so. 





work cut out. 

Undeterred, groups such as Déminor 
that stick up for the small investor have es- 
tablished themselves around continental 
Europe in the past few years. They like to 
cast themselves as guardians of Anglo- 
Saxon capitalism, locked in combat with 
Europe's legacy of state ownership and 
close-knit ties between big companies. 
France has a particularly vocal contingent, 
including Franklin Global Investor Ser- 
vices, ADAM (the association for the protec- 
tion of minority shareholders), and several 
similar groups. 

Up to now, many ofthe successes on the 
part of Europe's minority shareholders 
have been won by British and American 
fund managers, who hold increasingly 
large stakes in continental firms. Last year, 
for instance, a group of British and Ameri- 
can investment funds beat off an attempt 
by the French government, for political rea- 
sons, to strip a French mining company in 
which they held shares of a licence to dig in 
Canada. 

But now local shareholders' champions 
are making their mark too. The Générale 
deal is one of several in which Déminor has 
fought for the small investor. Another was 
the recent merger between Kredietbank 
and Cera, two Belgian banks. Cera, as a mu- 
tual, had 500,000 owner-customers, but ac- 
cording to the bank's articles of association 
they had no claim to the reserves that the 
bank had accumulated over the years. 
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Déminor assembled 2,000 shareholders 
and won them a pay-out—although an- 
other group of shareholders is still plan- 
ning to sue Cera for undervaluing their 
holdings. 

Such pressure is telling, slowly. Stephen 
Davis, who runs Davis Global Advisors, 
keeps track of a range of factors affecting 
corporate governance in several of the 
world's largest economies. According to his 
system of scoring these indicators, France 
and Germany both lag some way behind 
Britain and America in their treatment of 
minority investors, but have made im- 
provements in the past year. 

In both countries, several pieces of re- 
cent legislation have improved transpar- 
ency: German companies are now free to— 
and increasingly do—adopt international 
or American accounting standards, which 
are already in wide use in France. The 
French have also gone a long way towards 
unpicking the complicated cross-holding 
structures that wove their largest compa- 
nies together: only 15 of the companies in 
the CAC40 are still thus entwined. 

The distribution of power between 
shareholders remains highly skewed in 
France, however: 68% of the largest 200 
companies have some form of double vot- 
ing rights that allow big shareholders to 
wield disproportionate influence. Some 
shareholders, it still seems, are rather more 
equal than others. 





The Thai slump 


Deep and long 


BANGKOK 


IRST into Asia's financial maelstrom 

last summer, Thailand was supposed to 
be first out. But the team from the Interna- 
tional Monetary Fund that arrived in Bang- 
kok this week for its quarterly review of the 
economy came not to cheer incipient re- 
covery but to help stem a continuing slide. 
At least two opposing reasons are offered 
for the unexpected depth and length of 
Thailand’s slump: that rM F-mandated poli- 
cies are misguided and not working; or, 
conversely, that despite the Thai govern- 
ment's Fund-friendly image many reforms 
remain undone. Meanwhile, in the outside 
world, much that could have gone wrong 
since Thailand signed up for a $17.2 billion 
rescue a year ago has done so, leaving much 
of South-East Asia, Japan, Hong Kong and 
South Korea in recession. All three explana- 
tions have some merit. None lends much 
hope for a quick rebound. 

Even the mF could be forgiven a sense 
of relief at Thailand's failure to carry out 
one promised reform: the publication of 
quarterly GDP data. Other statistics are 
grim enough. Manufacturing production 
in May was 17% below its level a year be- 
fore; private investment had fallen 15%; ex- 
ports in dollar terms were down 12%, and 
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imports had collapsed by 4096; the govern- 
ment reckons that 2,000 people on average 
lose their jobs every day, and that an un- 
precedented 2.2m (around 6*6 of the work- 
force) are unemployed. In the private sec- 
tor, estimates for the shrinkage of GDP in 
the 12 months to the end of June range from 
6% to 16%. Even Thailand's central bank is 
forecasting a contraction of 6-7% for 1998 
as a whole. That, these days, is what passes 
for optimism. 

Some of the conclusions of the latest 
IMF review were predictable, since they are 
drawn every quarter: economic contrac- 
tion will be greater than previously 
thought, and so will the government's bud- 


get deficit A year ago, the government 
agreed to run a budget surplus, which 
would be used to cover its huge borrowing 
to keep failing banks afloat. Now, with a 
dwindling tax base and growing worries 
about the social effects of wrenching eco- 
nomic dislocation, it is allowed to spend 
more than it earns on job-creation schemes 
and infrastructure. 

But the deficit makes it even harder to 
address the black hole at the core of Thai- 
land's troubles: the insolvent banking sys- 
tem. Last year the government lent about 
$25 billion to keep banks going. It closed 56 
finance companies, but has said that the re- 
maining 33, and the 15 commercial banks, 
will be kept open. Four banks and seven fi- 
nance companies have already been nat- 
ionalised, and most of the rest are losing 
money even before they make provisions 
for the huge volume of lending that is not 
being repaid. More than a third of all loans 
are probably already non-performing, and 
as the slump continues that proportion 
mounts by the day. sG, a securities firm, es- 
timates that by next year it will reach 40%. 
This is exacerbating an acute liquidity 
crunch (see chart). Even companies whose 
products are in demand find it hard to bor- 
row money to stay in business. 

The cost of recapitalising the banking 
system is estimated at more than $20 bil- 
lion—more than the entire current capital- 


Forced friendship in South Korea 


SEOUL 


OR those who had long been urging 

South Korea to consolidate its 
wretched banking system, some welcome 
news arrived on July 31st, when two of the 
country's largest commercial banks fell 
into each others arms under pressure 
from the government. More forced merg- 
ers are expected before the end of the year 
in a reorganisation that is likely to cost the 
Korean taxpayer more than 50 trillion 
won ($40 billion) in all. 

The two partners, Hanil Bank and 
Commercial Bank of Korea, are 
among Korea's sickest banks. Along 
with five others, they had been 
forced to draw up restructuring 
plans after falling short of the 8% 
ratio of capital to risk-weighted as- 
sets that is considered the accept- 
able minimum by international fi- 
nancial regulators (by more than 
six percentage points in the case of 
Commercial Bank of Korea). The 
two banks combined bad loans 
amount to a stomach-churning 
14.8 trillion won. Together they 
need two-thirds of this amount to 
write off these loans and put their 
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capital ratios on a sound footing. The gov- 
ernment will have to supply most of this. 
It will also help by offering generous tax 
breaks. 

The move follows the takeover earlier 
this year of five small banks by healthier 
competitors, encouraged by a govern- 
ment promise to spend more than 10 tril- 
lion won in taking up dud loans and 
helping the acquiring banks to bolster 
their capital. But the Hanil-Commercial 
Bank tie-up is the first among the coun- 





isation of the stockmarket. Optimism that 
foreigners would pour in to take advantage 
of newly liberal ownership laws has so far 
proved misplaced. Only two foreign banks 
have bought majority stakes in local lend- 
ers. And the much-touted success of the two 
biggest banks, Bangkok Bank and Thai 
Farmers' Bank, in raising about $2 billion 
through selling new shares to foreigners 
has left a sour taste. The shares are now 
trading at between a third and a half of the 
price the foreigners paid a few months ago. 
Foreign banks are also deterred by Thai- 
land's failure to introduce a foreclosure 
law, to enable lenders to get their hands on 
debtors' assets. 

The government has promised "deci- 
sive" measures to clear up the banking mess 
soon after this week's IMF visit. Already the 
central bank has said that it may be pre- 
pared to guarantee for five years the share 
price paid by foreigners who take control of 
local banks. There is also talk of a govern- 
ment "bad bank" to take on non-perform- 
ing loans. Meanwhile, the government in- 
sists that, since it has guaranteed that bank 
deposits will be honoured, there is no point 
in closing more banks down. However, it 
could also be argued that, since many of the 
banks are insolvent and are sinking deeper 
into trouble every day, there is no point 
keeping them open. 





try's banking heavyweights. | 

Most of Korea’s 22 commercial banks, 
which made a combined net loss of $5 bil- | 
lion in the first half of 1998, are being | 
pressed by the banking regulator to find 
partners. Hanil and Commercial Bank 
are not alone in showing they have got the 
message. The merger of two medium- | 
sized banks, Boram and Hana, is expected 
to be announced soon. This week Hous- 
ing & Commercial Bank, the country's 
fourth-biggest, said it was looking for a 
foreign partner to invest $300m. And Wee | 
Sung-bok, the acting head of Cho Hung | 
Bank, the third-biggest, said he was work- 
ing on a merger with at least one other lo- 
cal bank. His bank, he explained, 
had “no choice” but to follow gov- 
ernment wishes. 

That is because the state wields 
more sticks than carrots. It has 
made clear its reluctance to buy 
bad loans from banks that balk at 
the idea of pairing up with rivals. 
Such banks are likely to find the 
central bank equally reluctant to 
extend them short-term loans in 
times of illiquidity. With reason- 
ably priced credit already in short | 
supply, that should be enough to | 

| 





nudge a few more banks into each 
other's arms. 
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Growth and jobs 


Can Europe get back to work? 


FINANCE AND ECONOMICS 


As continental Europe's economic recovery gathers pace, unemployment may 


fall further than in previous upturns 


poen are feeling cheerful again. 
Against a backdrop of low inflation, 
economic growth is quickening and unem- 
ployment is starting to fall. But joblessness 
is still far higher than in America and Ja- 
pan. The question is whether this expan- 
sion can produce more jobs than previous 
ones, which barely dented the dole queues. 

There are signs that it may. The recent 
surge in stockmarkets reflects investors' be- 
lief that continental Europe is enjoying 
more than just a cyclical upturn. With a sin- 
gle currency looming, workers are becom- 
ing more flexible and companies more dy- 
namic. If reform continues, this upswing 
may generate more jobs than before with- 
out stimulating inflation, just as the latest 
booms in America and Britain have done. 
But the European Union still has 17m un- 
employed, and joblessness will not fall to 
American levels. It will take time for recent 
reforms to reduce unemployment. 

After years of sluggish growth, the euro- 
zone is now expanding by more than 3% a 
year. In the year to the first quarter, Germa- 
ny's GDP rose by 3.8% and France's by 3.4%. 
Since the economy is growing faster than 
its “trend rate" of around 214%, unemploy- 
ment is falling. Germany's jobless rate is 
down to 10.9% from a peak of 11.8%, 
France's at 11.8% from a high of 12.6%. 

In previous upturns, unemployment 
has not fallen far before inflation picked 
up. The OECD estimates German inflation 
will start to rise when the jobless rate falls to 
9.6%, and that several countries’ "structural 
unemployment rates"—the rate to which 
unemployment can fall before triggering 
wage inflation—are depressingly high (see 
chart). For continental Europe as a whole, 
the rate may be around 10%. 

But is the OECD too pessimistic? The 
IMF thinks the true figure is nearer 9%. 
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More important, it may be falling. This re- 
covery is already generating jobs faster than 
the previous two, says Robert Prior- 
Wandesforde, an economist at HSBC James 
Capel. Employment in France, for instance, 
is up 1.6% year-on-year, whereas past perfor- 
mance would have suggested job growth of 
only 0.6%. Steven Englander, an economist 
at Salomon Smith Barney, thinks the euro- 
zone's structural unemployment rate may 
fall by around '4% a year over the next four 
years, as labour markets become more flexi- 
ble and companies restructure. 

Finding flexibility 

One sign of greater labour-market flexibil- 
ity is that companies are bypassing strin- 
gent job-protection laws that make it hard 
to fire workers. They are increasingly hiring 
workers on flexible part-time and tempo- 
rary contracts. More than 5.4m Germans 
are on part-time contracts that are not sub- 
ject to social-security contributions, up 
from 3.9m in 1991. Start-ups in growth in- 
dustries such as biotechnology have 
adopted flexible working practices. In 
France, 86% of newly hired people are now 
on short-term contracts. 

Another indication of greater flexibility 
is that wage bargaining is becoming less 
centralised. Italy's new labour pact allows 
individual firms to set pay when inflation 
is below the government's target. And 
many German firms are opting out of na- 
tional wage deals and setting pay locally. 

Firms are also freer than before to vary 
workers’ hours, despite France’s move to- 
wards a 35-hour week. Many workers, such 
as those in Italian textiles, now work on 
weekends. Others, such as German steel- 
workers, can put in more hours in a boom 
year in return for more time off the follow- 
ing year. And France’s 35-hour legislation is 


full of loopholes: employers and unions in 
the engineering sector recently agreed to in- 
crease overtime and average weekly work- 
hours over the whole year. 

Another reason for optimism is that im- 
portant industries such as telecoms and en- 
ergy are being deregulated. Even German 
and Italian retailers are edging towards lib- 
eralisation. In the long run, firms that cut 
costs and become more productive create 
more jobs, because more productive indus- 
tries tend to expand. And since firms in 
competitive markets find it harder to raise 
prices, unemployment can fall further be- 
fore inflation picks up. 

A final encouraging factor is the euro. 
By removing the option of devaluing to 
boost competitiveness, it may deter wage 
claims that price workers out of jobs. By 
making it easier to compare prices and 
wages across Europe, it will increase com- 
petition. And, by encouraging a single Eu- 
ropean capital market, it may speed up cor- 
porate restructuring. 

Although Europe is moving in the right 
direction, however, it still has a way to 
travel. Unemployment benefits are still too 
generous, minimum wages too high. Even 
if European unemployment can fall to, say, 
8% before triggering inflation, that is still 
much higher than America’s structural job- 
less rate, which may be as low as 5%. 

Unemployment may not fall even that 
far, because increased flexibility and com- 
petition may at first cost jobs. So even if Eu- 
rope launched radical reforms now, struc- 
tural unemployment would not fall 
immediately, as Britain's experience in the 
1980s shows. Moreover, there is a risk that 
reform may slow—or even go into reverse— 
now that economies are growing fast. As 
unemployment falls, governments may 
grow complacent. And governments and 
unions may try to claw back some of the 
moves towards flexibility they accepted 
when joblessness was rising. 

Still, on the whole the omens are good. 
Europeans’ prejudice against American- 
style job creation finally appears to be fad- 
ing. Even France's Socialist prime minister, 
Lionel Jospin, now praises America's suc- 
cess at creating jobs. With luck, he—and 
others—will act on this new conviction. 


Doleful 
Unemployment rates 
% 


0 2 


SESS M 000 











N THE heyday of monetarism in the 
early 1980s, economists and traders 
pounced eagerly on every new money- 
supply statistic. Most central banks then 


set formal monetary targets, and so every 
- wiggle in the data was scrutinised for 
i clues to the next move in interest rates. 
Since then, monetarism—the notion that 


faster money-supply growth automati- 
cally causes higher inflation—has fallen 
out of favour. As the link between money 
and inflation appeared to crack, most 
central banks long ago abandoned mone- 
tary targets. 

Now, however, money may be regain- 
ing its importance. The Federal Reserve 
has started to pay more attention to the 
rapid growth in America's money supply. 
And next month the European Central 
Bank (ECB) is expected to announce it will 
adopt a target for money-supply growth 
when Europe's single currency, the euro, 
is launched next January. 

Among the big economies, only Ger- 
many's Bundesbank currently sets a for- 
mal target under which the central bank 
tries to control the money supply. Most 
other countries pursue inflation targets 
(where interest rates are set to bring fore- 
cast inflation within a target range), as in 
Britain and Sweden, or an exchange-rate 
target, as used by members of Europe's ex- 
change-rate mechanism. America’s Fed- 
eral Reserve has no explicit target for 
monetary growth, inflation or the dollar, 
but instead scrutinises a broader range of 
indicators to keep inflation down. 

The money supply is useful as a policy 
target only if the relationship between 
money and nominal Gpp—and hence in- 
flation—is stable and predictable. The 
way the money supply affects prices and 


- output depends on how fast it circulates 
through the economy. Annoyingly, its 
-speed—which economists call “the veloc- 


ity of circulation"—can suddenly change, 
as has happened in most economies over 


_ the past decade or so as a result of finan- 
cial innovation and deregulation. For in- 


stance, after behaving in a fairly predict- 


able way during the 1980s, the velocity of 
America’s broad money supply increased 
-sharply in the early 1990s, sending such 
monetary measures out of fashion as 
compasses by which to steer policy. 




















Now, though, there is evidence that 
velocity has stabilised. Alan Greenspan 


recently noted that a more predictable 
relationship may once again be develop- 
ing between money, economic output 


| Remember monetarism? It may be coming back into fashion 





and inflation. Some members of the Fed’s 
Open Market Committee are also focus- 
ing more on money. At its May meeting, 
William Poole, president of the St Louis 
Fed, and Jerry Jordan, president of the 
Cleveland Fed, both dissented from the 
committee’s decision to leave interest 
rates unchanged. They argued that rapid 
money growth signalled the need to raise 
rates to prevent a pick-up in inflation. 
America’s M2 measure of money 
(largely cash, cheque accounts, savings de- 
posits, and small time deposits) has risen 
by 7.3% over the past year, its fastest an- 
nual rate for a decade. This used to be the 





Fed’s favourite measure, but some econo- 
mists prefer a broader measure: M3 
(which also includes large time deposits 
and institutional money-market mutual 
funds) rose by 10% over the same period 
(see chart). The recent spurt in both mea- 
sures of money suggests that the Ameri- 
can economy remains strong, probably 
too strong. 


Tying their hands in knots 


The Fed would be foolish to ignore rapid 
money growth completely (and, being far 
from foolish, it is not). But few economists 
would recommend that it adopt a rigid 
money target. In September, the ECB must 
decide on the shape of its own monetary 
policy. As a new central bank, it needs to 
set some sort of nominal anchor to help 
build anti-inflationary credibility. It is 
considering two options: a monetary tar- 
get or an inflation target. The Bundes- 
bank has been pushing hard for a Ger- 
man-style money-supply target, sup- 






term inflation yardstick, — 

Several economic studies suggest that 
while the link between money and infla- 
tion has proved fickle in individual coun- 
tries, pan-European measures of money 
are much more stable and a good indi- 
cator of growth and inflation in the re- 
gion as a whole. One reason is that, in. 
closely integrated economies, firms and 
individuals tend to switch between cur- 
rencies in response to interest-rate differ- 
ences, an option that will shortly disap- 
pear for European countries that adopt 
the single currency. 

Still, what was true in the past may not 
hold in the future. The shift from national 
currencies to the euro represents a huge 
structural change. Combined with the lib- - 
eralisation of financial markets, this may 
cause big changes in the behaviour of 
firms and individuals, and hence the pre- 
vious relationship between money and 
inflation is likely to break down. In the 
early years the euro money supply is 
therefore likely to be unstable. | 

The Bundesbank has set an annual 
monetary target since 1974 and its infla- 
tion record is unmatched, so it is under- 
standable that it is keen for the ECS to fol- 
low suit. But in almost half of the 24 years 
the Bundesbank has missed its target, of- 
ten because of distortions in the money 
numbers. Indeed, on several occasions 
the Bundesbank cut interest rates even 
though money growth was above target. 

In practice, therefore, the Bundesbank 
does not actually pursue a pure monetary 
target. Because of its long track record of | 
delivering low inflation, occasional over- 
shoots have not undermined the German 
central bank's credibility. The European |. 
Central Bank, however, starts withoutthis 
advantage. Establishing such credibility | 
will prove hard if it sets a monetary target. | 
and then is promptly forced by unfore- 
seen events to overshoot it. This is why the 
ECB would be better advised to adopt an. 
explicit inflation target, along the lines of "Hes 
those used in Britain, Canada, New Zea- | 
land and Sweden. The Bank could then Lh : 
be judged by its results. QUO s 

The money supply can often be a use -| i 
ful early-warning signal. A wise central . fen 
i 
| 
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plemented, perhaps, by some sort of long- 
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banker, like a wise driver, should regu- | - 
larly check the speedometer. But a driver. |. 
who stares solely at the speedometer is |- 
likely to have a nasty crash. Likewise, cen- | 
tral bankers need to monitor alargerange |... 
of economic and financial indicators if 
they want to be sure of achieving their. 







timate goal of low inflation. nos ri 
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Sayonara, spaceflight? 


TOKYO 


Japan was the fourth country into orbit. Bureaucratic rivalries and incompe- 
tence mean that it may yet be the first out of it 


OCKETEERS have always found inge- 
nious ways to veil their requests for the 
cash they need to support their hobby. Sci- 
entific exploration is one. Military ambi- 
tion, another. Commercial endeavour is al- 
ways a good cover for spending lots of 
taxpayers’ money. And if all else fails, they 
can try appealing to national prestige. 

In Japan, however, the veils are coming 
off the country's principal space agency, 
NASDA, at an alarming rate—and what is 
being revealed is not a pretty sight. The 
agency's scientific justification was stolen 
long ago by a smaller rival. Its military am- 
bition, ifany, cannot be admitted to (Japan, 
after all, is constitutionally required to es- 
chew the use of force). Its attempts to com- 
mercialise its technology have been 
plagued by cost over-runs. And its recent 
technical difficulties are hardly the way 
that the country which pioneered zero- 
fault manufacturing wants to bolster its na- 
tional self-image. 

The successful bit of Japan's space effort 
is an unglamorous programme to build 
solid-fuelled rockets, which is run by the 
education ministry's Institute of Space and 
Aeronautical Science (1sAS). It was this orga- 
nisation's forerunner that put the first Japa- 
nese satellite into orbit in 1970 (giving the 
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country the distinction of being the fourth 
nation in space)—and its latest vehicle, the 
M-5, has placed Japan in the race to explore 
Mars by dispatching the Nozomi probe to- 
wards that planet on July 4th. More prosai- 
cally, the M-5 could launch a 1.8-tonne pay- 
load into the sort of low-earth orbit needed 
by the new satellite-based mobile-phone 
systems such as Iridium. The Japanese gov- 
ernment believes demand for such rockets 
could be as high as 200 a year by 2002. 

The commercial possibilities of the M-5 
have stirred jealousies at NASDA. This outfit 
was set up by the Science and Technology 
Agency in 1975, in a fit of inter-department- 
al envy of the education ministry's success. 
The ministries of transport and telecom- 
munications were to be its main customers, 
and the then all-powerful Ministry of Inter- 
national Trade and Industry (MiT1) was its 
patron. Matters of space commerce were 
therefore supposed to be its territory. 

Since its birth, part of NASDA's effort has 
been devoted to strangling Isas. So far, it 
has failed. But NASDA had hoped that IsAs’s 
engineers were safely confined to scientific 
missions (leaving NASDA in charge of com- 
mercial satellite launches) by a regulation 
imposed in the early 1980s that restricted 
any ISAS-designed rocket to a maximum di- 


ameter of 1.4 metres. In the 1980s, such 
rockets were far too small to launch heavy 
commercial satellites. 

That should have cleared the way for 
NASDA's own low-orbit launcher, the liq- 
uid-fuelled j3. But 1sAs's engineers have 
proved wilier than NASDA expected, and 
have managed to persuade politicians that 
they need a bigger rocket for such unargu- 
ably scientific tasks as landing probes on 
the moon. As a result, the M-5 has a com- 
mercially viable diameter of 2.5 metres. 


Lost in space 
But ISAs’s rivalry is not the only shadow 
over NASDA. Another is cost. A report pub- 
lished in April by the government's house- 
keeping body, the Management and Co- 
ordination Agency, threatened to scrap the 
Ja rocket programme if it could not be 
made competitive with comparable Ameri- 
can and European launchers. That will be 
hard. The first j1, launched in 1996, cost 
Y 4.8 billion ($33m, at the current exchange 
rate). The second, scheduled to go up in 
2000, should be cheaper. But at Y3.5 billion 
it will still be more than twice the price of 
the commercial launch services currently 
available in America, Europe, Russia and 
China, and almost 5096 more costly than an 
M-5's estimated Y2.4 billion launch cost. 
NASDA's woes do not end there. It is also 
attempting to compete at the other end of 
the satellite-launcher market—for the big 
rockets needed to hurl payloads 36,000km 
(22,500 miles) up into “geosynchronous” 
orbits above the equator, where they circle 
the earth’s centre once every 24 hours, and 
thus appear to hover in the sky. Such geo- 
synchronous vehicles act as relay stations 
for telecommunications, and also as broad- 
casting platforms for satellite television. 
NASDA's bid to penetrate the geosyn- 
chronous market is the H-11. This is fuelled 
by liquid hydrogen, which is powerful but 
difficult to handle because of the low tem- 
peratures involved. Also, NASDA decided to 
develop the H-11 from scratch as a “Japan- 
only” piece of prestige engineering, rather 
than borrow American technology as it had 
done previously. As a result, it has taken 
¥250 billion to develop, and each launch 
costs ¥19 billion—again, more than twice as 
much as comparable foreign launchers. 
Smarting from the Management and 
Co-ordination Agency's criticism of its 
price-no-object brand of engineering, 
NASDA has started designing a new "com- 
mercial” version of the H-11I—the H-IIA. 
Though its development will absorb a fur- 
ther Y64 billion, the new, stripped-down 
H-IIA is intended to cost only Y8.5 billion 
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per launch once it is in production. 

But the agency's problems go deeper 
than merely being unable to deliver a 
cheap launcher. In February, an H-11 failed 
to put the telecommunications ministry's 
COMETS satellite into a geosynchronous or- 
bit. That has cast doubt on NAsDA's quality 
control as well as its financial planning. 
The second-stage engine cut out three min- 
utes too soon, apparently because of a leak 
caused by a tool left inside it after a test fir- 
ing two years ago. The satellite (which cost 
Y46 billion) was stranded in a low orbit as 
a piece of space junk. This carelessness by 
the contractor, Mitsubishi Heavy Indus- 
tries (MHI), has cost the Japanese taxpayer 
Y69 billion in launch costs, associated ex- 
penses and compensation. 

Officials at Rocket System Corporation, 
a joint venture set up by 73 Japanese firms 
to operate the H-IIA as a commercial ven- 
ture, have played down the disaster. They 
claim that the new launcher will be much 
simpler and more reliable than its prede- 
cessor when it is put into service in 2000. 
That may be true. But an investigation into 
the H-11’s recent failure by the Space Activi- 
ties Commission, a body of outside experts 
attached to the prime ministers office, 
identified NAsDA's real weakness as being 
not so much the quality of its design engi- 
neering, but more the "systems-integra- 
tion" method it uses for managing projects. 
After completing the design, NASDA places 
orders with contractors to manufacture its 
spacecraft. The agency then inspects the 
completed vehicle before accepting it from 
the contractor, but takes the quality assur- 
ance of the various components on trust. 

Critics have long pointed out that the 
systems-integration method is badly flaw- 
ed—especially in Japan, where there is little 
accountability and no good mechanism 
for punishing big industrial firms for mak- 
ing mistakes. And yet Rocket System will 
continue with the same inadequate meth- 
od when it starts managing the H-IIA as a 
commercial launcher. 

By contrast, Mitsubishi Electric—which 
has won the lion's share of the commercial- 
satellite-building business in Japan—be- 
lieves the only reliable way to manage such 
projects is to use the Pentagon's "prime 
contractor" method. In this case, the main 
contractor is given total responsibility for 
the entire project, selecting even the com- 
ponent suppliers, and checking everything 
before handing over the finished vehicle to 
the customer. Accountability is then per- 
fectly clear. Anything that fails, no matter 
who made it, is the prime contractor's fault. 

The good news for Japanese taxpayers is 
that all the recent criticism of the space 
agency is beginning to have an effect. In 
early July, NASDA awarded the main con- 
tract for its revised, cut-price J-1 rocket to a 
joint team from Ishikawajima-Harima 
Heavy Industries (rH1) and Nissan Motors, 
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instead of MHI, which had monopolised 
such work before. The move was partly in- 
tended to punish MHI for its sloppiness in 
managing the H-11 project, but it was also 
designed to introduce some fresh thinking 
into NASDA's launcher programmes. 
Happily, such thoughts are starting to 
emerge. To save money, 1H1 will modify a 
Russian motor for the }-1’s first stage, and 
Nissan will complete a liquid-methane-fu- 
elled motor that it has in the works for the 


second stage. Apart from burning more 
smoothly, and inflicting lower stresses on 
delicate satellites, liquid methane costs 
only 1% as much as liquid hydrogen. 

Better still, the revised j-1’s muscular 
new engines should allow it to put three 
times the payload of its predecessor into or- 
bit. And if it fails? Well, mit1 and NASDA’s 
other backers can always swallow their 
pride and turn to the education ministry to 
keep them in the space race. Can't they? 





Geophysics 


Waxworks 


To model the earth's surface you need to scale things down and speed them up. 


Wax seems just the material to do it 


XPERIMENTS are the cornerstones of 

science. But some scientists don't have 
the luxury of doing them. Geophysicists, for 
example, might dream of being able to give 
the odd nudge to the rocky tectonic plates 
that form the earth's surface, in order to 
find out how things like mountains and 
volcanoes are created—but such godlike 
powers are likely to elude them for the time 
being. Eberhard Bodenschatz, a physicist at 
Cornell University, seems, however, to have 
found a way to move the earth in minia- 
ture. He is doing it in a tub of wax. 

It all began a couple of years ago when 
Dr Bodenschatz tried to repeat an experi- 
ment carried out in 1972 by Douglas Ol- 
denburg and James Brune. Dr Oldenburg 
and Dr Brune had the idea of modelling the 
motion of tectonic plates in molten wax, to 
see if they could mimic the way these plates 
cool and solidify. When they did so, they 
observed structures in the cooling wax that 
looked suspiciously like the "transform 
faults" that cross the mountainous ridges 
which run through the middle of most of 
the earth's ocean floors. 

These ridges are boundaries between 





individual plates. They are places where 
the plates are moving apart and molten 
rock is welling up from below the surface to 
fill the gap—a phenomenon known as sea- 
floor spreading. The faults appeared when 
Dr Oldenburg and Dr Brune tried to mimic 
sea-floor spreading by pulling the surface 
layer of their wax apart. 

Dr Bodenschatz and his assistants 
found, however, that they could not repli- 
cate the results Dr Oldenburg and Dr Brune 
had achieved. Instead, they saw cracks that 
zigged and zagged across the surface as the 
waxy "plates" separated. The zigging and 
zagging angles, they noticed, depended on 
the speed at which the waxy plates were be- 
ing pulled apart. 

Initially, the lack of transform faults 
was a disappointment. But Sarah Tebbens, 
a geophysicist at the University of South 
Florida, noticed that the zigs and zags were 
similar to those that form on the surface of 
lava lakes in volcanic craters. A lava lake is a 
huge puddle of lava that accumulates in a 
crater when a volcano erupts. Such a lake 
may last for many years before it solidifies. 
Dr Bodenschatz and his team are now scru- 


LY 


T et 


c. 5 92 e 4 
CAE TS i TI Tu 


THE ECONOMIST AUGUST 8TH 1998 


tinising video footage ofthe lava lake in the 
Kilauea crater in Hawaii, to see if its zig- 
zags are produced by the same pattern of 
cooling and plate-spreading that is obser- 
ved in the wax. 

In the meantime, however, the research- 
ers have also solved the problem of the dis- 
appearing transform faults. Shell, which 
supplied both them and DrOldenburg and 
Dr Brune with the wax for their experi- 
ments, has changed the formula over the 
years. As a result, the wax Dr Bodenschatz 
and his students were using was consider- 
ably less brittle than the one Dr Oldenburg 
and Dr Brune had employed. When the 
Bodenschatz team switched to something 
more like the original wax, the transform 
faults obligingly reappeared. 

The new (ie, old) wax has proved a faith- 
ful model of the earth's surface, and the re- 
searchers have seen features other than 
faults that remind them of real plates. For 
instance, when they pulled the wax plates 
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apart slowly, they found rift valleys which 
are strikingly similar to those in the Mid- 
Atlantic Ridge. At this ridge, the sea floor 
spreads very slowly—about 2cm (less than 
an inch) a year. 

Upping the speed at which the wax was 
pulled apart produced a ridge like the fast- 
spreading (18cm a year) East-Pacific Rise. 
This is shallower and smoother than slow- 
spreading ridges such as the Mid-Atlantic. 
Dr Bodenschatz then calculated the ratio of 
the highest points to the lowest points of 
both the real East-Pacific Rise and its wax 
model. Tantalisingly, these ratios are re- 
markably similar. 

And the similarities to real ocean floors 
do not stop there. At medium spreading 
speeds, the team has caught glimpses of 
structures similar to rotating microplates. 
These are relatively small pieces of the 
earth’s crust that, when caught between two 
larger plates, spin around as the larger 
plates move—like a ball-bearing caught be- 


tween two surfaces. 

As a microplate rotates, it accumulates 
material at its edges, forming a spiral-like 
shape. A few years ago, a number of geo- 
physicists worked out how a microplate 
should slow down as this material accreted. 
They found that their model described the 
Easter microplate (just off Easter Island, in 
the Pacific) quite well. Now, Dr Bodensch- 
atz has discovered, his waxy microplates 
also fit neatly into that model. 

With all the clues to indicate that even 
relatively simple wax models can simulate 
the earth so well, Dr Bodenschatz is eager to 
plunge deeper into the research. He is now 
considering varying the composition of his 
wax in a more systematic way, to find out 
what best mimics the fine details of reality. 
Experimental geophysics may still have 
some way to go. But in the game of playing 
God, Dr Bodenschatz is bidding fair to 
achieve the status of a minor deity. 








Saturday-night showers 


C6 "T^ HE rain it raineth every day.” But 

more at the weekend than on the 

other days. That, according to Randall 

Cerveny and Robert Balling, of Arizona 

State University, is not mere paranoia—at 

| least if you happen to live on the east 

coast of North America. For their report 

in this week's Nature suggests what many, 

in their heart of hearts, have secretly be- 

lieved for a long time—that Saturday is 

| the wettest day of the week. On the other 

hand, it also suggests that if you are suffer- 

ing a hurricane, the wind will be least 
blustery on that day. 

The link between these two new bits 
of weather lore seems to be that the end of 
the week brings worse air pollution than 
the beginning, and that something in the 
pollution is affecting the local climate. 
This idea has been suggested in the past, 
but Dr Cerveny and Dr Balling confirmed 

| itwastrue by looking at the air quality on 
Sable Island—an isolated dot in the ocean 
some 180 kilometres (110 miles) off the 
coast of Nova Scotia. 

They chose this spot because the pre- 
vailing wind over Sable blows from the 
west, and so brings with it air that has 
passed through the cities of America's 
north-east coast. By the time they reach Sa- 
ble, the airstreams from these cities are 
thoroughly mixed, and the mixture car- 
ries the average level of pollution for the 

| day, rather than recording the level at par- 

ticular hotspots on the mainland. 

| The weather station on Sable moni- 

| tors (among other things) the amount of 
ozone and carbon monoxide in the air 

| passing over the island. Carbon monox- 
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ide is exclusively artificial, and 
though some ozone is the result of 
natural processes, most of it is not. 
Together, the two gases form a good 
index of how polluted the air- 
stream is on a given day. Con- 
centrations of both peaked from 
Wednesday to Saturday, and fell to 
a minimum on Monday. 

The researchers then studied 
satellite data on rainfall along the 
East Coast. This also followed a 
weekly cycle, peaking on Saturday. 
And half a century's worth of ob- 
servations on tropical cyclones 
collected by America's National 
Hurricane Centre showed that 
wind-speeds in such storms drop- 
ped suddenly on Saturday (the 
worst day was Friday). 

The likely cause of this is that, 
besides nasty gases, air pollution 
includes sub-microscopic particles called 
aerosols. These aerosols, most of which 
come out of vehicle exhaust pipes, could 
increase rainfall by acting as the nuclei 
around which raindrops form. But that is 
probably not the main explanation. The 
best bet is that the particles are absorbing 
sunlight and thus heating up. That, in 
turn, would warm the air around them— 
and warm air, as every schoolchild 
knows, rises. Since rising air causes clouds 
to form (the risen air eventually cools to 
the temperature of its elevated surround- 
ings, and any water vapour it contains 
thus condenses), the result would be more 
rain than would fall in the absence of the 
artificial aerosols. 
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Singing in it 


Such aerosol-induced clouds, how- 
ever, would have silver linings if they 
formed near a hurricane—because the ris- 
ing air that created them would carry | 
away heat that would otherwise be | 
sucked in to fuel the storm. That is why 
the windspeed drops as pollution rises. 

In the 1960s, the American govern- 
ment carried out an experiment known 
as Project Storm Fury. It attempted to 
calm hurricanes down by seeding clouds 
around them in a similar fashion. It fail- 
ed. Apparently, it takes the combined out- 
put ofthe East Coast's motor cars to make 
a dent in a hurricane. Which is little com- 
fort if you are waiting for a cab outside a 
New York disco in the rain. 
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War i Is certainly hell to film 


The American war movie is dying. Can it be rescued by **Saving Private Ryan"? 
Our London critic puts the new film into context; our New York critic pans it 


ROM “Bataan” to “Beach Red”, from 

"Guadalcanal Diary" to "Sands of Iwo 
Jima", America at war was once part of Hol- 
lywood’s staple diet. But like many other 
movie genres, it has fallen out of favour. 
Until this summer, there has not been a tra- 
ditional war film for more than ten years, 
when Stanley Kubrick's "Full Metal Jacket" 
and Oliver Stone's “Platoon” told at least 
part of the truth about Vietnam. Another 
1980s film, *Born on the Fourth of July", is 
more about paraplegia than actual conflict. 

Is combat enjoying a comeback? Steven 
Spielberg's epic new D-day movie "Saving 
Private Ryan" opened to rapturous reviews 
and a big box office. Next Christmas, strate- 
gically placed to achieve Oscar impact if 
not exactly bursting with deck-the-halls jol- 
lity, Twentieth Century Fox will release an- 
other war film, "The Thin Red Line". 

This is the first film in 20 years by Ter- 
rence Malick, the almost legendary director 
of only two previous pictures—“Badlands” 
in 1973 and “Days of Heaven" in 1978. Both 
still enjoy such extraordinary cachet that 
when actors heard he was to break a 20-year 
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silence, they begged to be part of his new 
project. 

For the appearance, within just a year, 
of two big-budget mainstream war films 
you have to go back to 1978, when Michael 
Cimino’s Vietnam movie "The Deer 
Hunter” shared most of the Oscars with 
“Coming Home", a film about the legacy in 
America of Vietnam. The year after that, 
Francis Ford Coppola released “Apoca- 
lypse Now”, which scooped the top prize at 
the Cannes Film Festival, despite being 
billed as a “work in progress”. 

What distinguished these films from 
the Hollywood norm was their readiness to 
think the unthinkable, in several ways. 
“The Deer Hunter” and “Platoon” expose, 
among other things, the shallow base of 
macho conduct. “Apocalypse Now", for all 
its faults, was an anti-war war film. Helped 
by new sound and camera techniques, 
these films were far more graphic about the 
experience of being under fire. 

Combat realism, which began to creep 
into movies 20 years ago, has had to wait 
until now for audiences fully to accept it. 


From the time of Pearl Harbour until 
roughly the end of the 1970s, war on screen 
was about Americans killing Nazis or 
Asians, and suffering few casualties. Those 
who did die expired with thoughts of 
home, immortal longings and a smile on 
their lips; there wasn't a trace of blood. By 
"Platoon" (1986), however, dying soldiers 
are patently in pain. 

Films like “Battleground” (1949), “Bat- 
tle Cry” (1955) and “Objective, Burma” 
(1944), starring Errol Flynn (see picture), 
sanitised war. These were films made to en- 
courage recruitment, with no awkward 
questions about casualties. If a man died, 
he might collect a Congressional Medal of 
Honour to make his family proud of him. 

Not all Hollywood war movies were so 
gung ho. Lewis Milestone won an Oscar 
and a long-standing reputation as a pacifist 
on the strength of “All Quiet on the West- 
ern Front” (1930) and its much better sec- 
ond-world-war equivalent “A Walk in the 
Sun” (1946). But he was merely a journey- 
man director who was lucky enough to 
land Erich Maria Remarque’s novel about 
the trenches, and was handed “A Walk in 
the Sun” as a similar assignment. 

Nowadays, “All Quiet” seems naive, es- 
pecially in its peculiar suggestion that in- 
ternational disputes should be settled by 
heads of state slugging it out in one-to-one 
combat. “A Walk in the Sun” was not so 
simple-minded and had the courage to 
show that soldiers under fire may suffer 
from battle fatigue. The realism in this film, 
however, lies more in the performances 
and the idiomatic dialogue than in the de- 
piction of battle. Was Lewis Milestone a 
pacifist? His later films tend to prove not. 
“Halls of Montezuma” (1950) with Richard 
Widmark is simply a well-made picture 
about marines in action, while “Pork Chop 
Hill” (1959), set in the Korean war, is a slice 
of propaganda: “Millions live in freedom 
today because of what they did.” 

“All Quiet”, the movie, owes its fame 
principally to the novel, first published as 
“Im Westen nichts Neues” in Germany in 
1929. Like two other films made at the same 
time, “Journey's End" and “Westfront 1918” 
(G.W. Pabst’s German film about trench 
warfare), “All Quiet” takes the easy route: 
the tragedy oftoo many young lives lost. Yet 
part of the abiding interest in it is that it 
showed war from the viewpoint of the van- 
quished. More than 50 years later, Wolf- 
gang Petersen's “Das Boot" would do the 
same. The tightly-shot exploration of life 
aboard a German U-boat hunting down 
ships in the allies’ Atlantic convoys, was the 
other side ofthe coin to "The Cruel Sea", the 
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LOS ANGELES 


HE film “Saving Private Ryan” is 
soaked in the brutality behind mili- 
tary myth. Soldiers in the first waves ofthe 
D-day invasion went to the slaughter. 
Though hugely better than for first-world- 
war infantrymen, the odds they faced 
were still terrible. If German machine- 
gun fire did not shred them, artillery 
shells blew them apart; many simply 
drowned. On Omaha Beach, on the first 
day alone, around 2,500 Americans were 

| killed or wounded. 
Most, though, got ashore, including 


. Itonly looks real 





film version of Nicholas Montsarrat's fam- 
ous novel. 

Only a few films look to the story be- 
hind the story and say more than “All 
Quiet" and its sentimental descendants, 
which include the hyper-literal “Saving Pri- 
vate Ryan". "Paths of Glory" (1957) by Stan- 
ley Kubrick and Robert Aldrich's two war 
films, “Attack!” (1956) and "Twilight's Last 
Gleaming" (1977), are finer pictures than 
any of these. 

"Paths of Glory", set in the first world 
war, is the story of a general who courts ad- 
vancement by means of a misconceived at- 
tack that leaves half his division dead and 
the position untaken. His attempt to clear 
his name by executing three soldiers, cho- 
sen by straw poll, for cowardice is a chilling 
indictment of the unseen motives under- 
pinning modern warfare. 

Robert Aldrich's "Attack" is equally 
cold-eyed and pessimistic. Set in the last 
days of the second world war, it implies 
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Steven Spielberg's film hero, an infantry 
captain played by Tom Hanks. He leads a 
rescue mission behind German lines to 
bring back the last son ofa family that has 
already lost three boys since Pearl Har- 
bour—a democratic errand of compas- 
sion in which more young men die. 

Mr Spielberg's war is the tactile, deaf- 
ening combat fought and filmed at 
ground level. With bruising emotional 
punch, he shows hunger, hardship, fear, 
filth and sudden death. The film is more 
painful to watch than "Schindlers List" 





that death and sacrifice are determined by 
expediency and in this case the need to soft- 
soap a cowardly officer who, when the war 
ends, may be able to further a soldier's po- 
litical ambitions. 

"Twilight's Last Gleaming" is a war film 
without a single combat sequence. A post- 
Vietnam story, it stars Burt Lancaster as a 
disgruntled officer who has come upon 
documents implying that America entered 
that war not with the hope of winning but 
to demonstrate, at whatever cost, an im- 
placable will to resist communism. By hi- 
jacking nuclear launch pads, he expects the 
president to come clean to the nation about 
why the war was fought. But there are forces 
at work behind the scenes that would stop 
at nothing to ensure that the truth is never 
known. 

Films like these are not in the main 
what Hollywood wants to see. "Twilight's 
Last Gleaming" was cut to soften its politi- 
cal edge, then cut again to its bare bones 
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or “Amistad”. The moments of horror 
seem endless. For the literally stunning 
first 30 minutes, credit must go to Janusz 
Kaminski, Mr Spielberg’s Polish-trained 
cameraman. There are no establishing 
shots and long vistas never dominate. His 
camera reveals infantrymen preoccu- 
pied, not with context or horizon, but 
with the few hundred yards in front of 
them. Dizzying hand-held sequences are 
shot at point-blank range. 

Yet dazzling technique serves a senti- 
mental story. For all his strained serious- 
ness, corn and schmaltz are Mr Spiel- 
berg’s besetting weakness. He collects 
Norman Rockwell, remember, and the 
journey to the lowa farm of Private Ryan's 
mother winds through an Andrew Wyeth 
landscape. Fatalism, complexity or depth 
are not part of the Spielberg vocabulary. 
The troops who survive the beach landing 
unite behind Mr Hanks's quiet, self- 








mocking charisma. With perseverance | 


and Yankee ingenuity, he has them cob- 


bling together a homespun technology to | 


defend a town bridge against a German 
counter-attack. Reinforcements arrive, 
but not before martyrs are made. 

Though widely hailed as a new sort of 
war movie, “Saving Private Ryan” is in 
fact rooted in the Hollywood tradition of 
films made from the victor's viewpoint. 
There is nothing inevitable—or partic- 
ularly American—about this. It is simply a 
matter of creative imagination. If Mr 
Spielberg wants to say something big 


about war, his virtuosity would be better _ 


spent on the far grimmer stories of 
Srebrenica or Rwanda. There, innocence 
was the first casualty, the mass graves 


were unmarked, and the rewards of cour- 
age, if they existed at all, were few. 


and re-released as “Nuclear Countdown”. 
It can still be seen on video, however, as Al- 
drich intended. 

“Saving Private Ryan”, for all its horri- 
ble depiction of violence, takes the simpler 
line that war is hell, but necessary and even 
heroic hell. Though more vivid and direct 
than its most obvious competitor, “The 
Longest Day”, a 1962 account of D-day with 
three directors, five writers and a megastar 
in every cameo role, Mr Spielberg’s new 
movie still has its heart on its sleeve. From 
the comfort of victory and with all the bril- 
liant techniques of contemporary film 
making, it works overtime to shade a vital 
difference between experiencing terror and 
being killed, and experiencing terror and 
eating popcorn. For American war films 
that stir the imagination and make you 
think, rather than ones that offer you a kind 
of virtual-reality combat, go back to Stanley 
Kubrick or Robert Aldrich. 





THE ECONOMIST AUGUST 8TH 1998 









Jazz comebacks 

That Old Feeling 
OME years ago, a veteran » 
jazz saxophonist who had 

starred in the days of the big 


bands cautiously remarked, “You 
know, music may be coming back." 
After witnessing the ascendancy of rock 
alongside jazz's descent into experimental 
chaos, he detected a return to the abiding 
potential of what used to be known as 
"standard tunes"—evergreen songs with 
memorable melodies and intelligent lyrics 
which such masters as Irving Berlin, Cole 
Porter, Jerome Kern and the Gershwins 
once turned out in brilliant profusion. The 
rich vein lasted roughly until the 19605, 
when social upheaval and a new breed of 
strident singer-songwriter made the classic 
legacy seem passé. Their disco-oriented out- 
put still dominates popular music. 

But many one-time pop fans, bored 
with the Top Forty ephemera oftheir youth, 
have begun to rediscover the timeless ap- 
peal of the standards. The process has coin- 
cided with a similar tendency among musi- 
cians. Young jazz players, tired of blind- 
alley experimentation and the raucous 
mannerisms of jazz-rock fusion, have 
reached out to this new audience with ma- 
terial which, despite its age, seems perenni- 
ally fresh—full of new challenges, emotion 
and inspiration. 

Leading the way back to the glories of 
the past have been such influential figures 
as trumpeter Wynton Marsalis, who re- 
corded a series of “Standards” albums in 
the late 1980s, and pianist Keith Jarrett, 
who won great acclaim with a trio whose 
core repertoire was standards. Both have 
continued to pursue their fruitful course. 
Mr Jarrett ’s latest cD “Tokyo 1996” (ECM 
1666) includes such favourites as “Autumn 
Leaves”; on “The Midnight Blues” (Colum- 
bia CK 68921) Mr Marsalis is accompanied 
by a lush string section, performing the 
likes of “After You've Gone”. Following 
their example, young musicians known 
mainly for experimentation have been 
seeking out songs written before they were 
born. A Scottish saxophonist-composer, 
Tommy Smith, whose recent work includes 
an extended suite based on the evolution- 
ary history of the world, has done a com- 
plete about-face. His latest cp, "The Sound 
of Love” (Linn AKD 084), is filled with bal- 
lads by Duke Ellington and his co-writer 
Billy Strayhorn. The mood is tender and ro- 
mantic, chock-full of voluptuous melody, 
with scarcely a dissonance in sight. 

Even more symptomatic of the growth 
in the market for a classic mixture of good 
songs in a tasteful jazz setting is the success 
of a Canadian singer-pianist, Diana Krall. 
Obviously an artist who can communicate 
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Wynton Marsalis leading the way 


both the vocal and musical quality of Cole 
Porter or the Gershwins has an advantage 
over purely instrumental performers, and 
Miss Krall acknowledges the influence of 
such great singer-pianists as Fats Waller 
and Nat King Cole. She achieves a perfect 
balance between singing and playing, and 
it is a surprise to discover that she began her 
career solely as a pianist. She says she felt 
“shy” about singing and “tried to avoid it 
whenever I could. I didn't feel I had a clear, 
precise voice—a pretty voice." 

But this may be the secret of her appeal. 
Though she is not a vocal virtuoso, she 
scores with a delivery that is at once clear, 
spare and coolly sensual. Miss Krall likes 
keeping her melody and lyrics simple: 
*where my heart is telling the story". And 
her storytelling powers are no doubt en- 
hanced by blonde good looks and an easy, 
unpretentious stage manner. 

Her most recent CD, "Love Scenes" (Im- 
pulse IMP 12342), concentrates on the myr- 
iad tales which come under the heading of 
love, contained in such enduring songs as 
“All or Nothing at All”; “They Can't Take 
That Away from Me”; and “That Old Feel- 
ing”. It is an attractive blend of directness 
and sophistication, smoky dive and smart 
cabaret, the inventiveness of jazz and the 
artfulness of the best standard tunes. And it 
clearly shows that in one corner of the 
manic, mercurial world of sound enter- 
tainment, music has definitely come back. 





Celtic music 
Bombardic 


QUIMPER 


OR a few heady days each summer, the 
abrasive cry of the bombarde fills the 
streets of Quimper, a cathedral town not far 
from the sea in the south of Brittany. As the 
signature sound of Celtic music, this small, 
double-reeded instrument gives the Festi- 
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val de Cornouailles, a celebration of Breton 
culture that started in 1923, a unique air of 
frenetic gaiety. 

On the festival's final day, dance circles, 
bands and single players gather into a force 
of over 2,000 people for a tumultuous pa- 
rade through the town. In the evening, they 
split—the dancers into one long farandole 
(dance circle), the players into a giant 
bagad (pipe band) for the Triomphe des 
Sonneurs. No amplified sound even ap- 
proaches the emotional power of 1,000 
bombardes and bagpipes played together 
on a summer evening. 

This is not the Salle Pleyel or Carnegie 
Hall. The sonneurs (players) range from 
grizzled old men to school kids. The mood 
is zestful and informal. Instruments peek 
from pockets or waistcoats. Besides the 
bombarde, the favourite soundmakers in- 
clude the biniou, the small, high-pitched 
Breton bagpipe. Bombarde and biniou 
players trade and vary short overlapping 
phrases, producing an almost oriental im- 
pression of mesmerising repetition that is 
as effective as any chemical high. 

Young people in Brittany are encour- 
aged to maintain its traditional music. And 
if the tradition is also partly modern inven- 
tion, nobody really fusses. What matters is 
that the music lives and changes. Cercles 
celtiques (song, dance and language soci- 
eties) are common and almost every town 
in western Brittany has a bagad. The Breton 
bagad itself is a hybrid. It was developed 
after the second world war when the 
bombarde was added to the Scottish pipe 
band that had been imported complete 
with highland bagpipes, snare drums anda 
great drum. 

At Quimper, in fact, diversity rules as 
much as tradition. Breton musicians with 
classical training such as Alan Stivell, the 
harpist, or Didier Squiban, the pianist, play 
in a sophisticated style of their own. An 
entertainment called Breiz-Brazil (“Breiz” 
is Breton for Brittany) featured plumed 
samba dancers gyrating against a backdrop 
of Breton line dancers in their staid black 
and white, to the strains of off-the-beat Bra- 
zilian strings and rioting bombardes. 
Equally improbable was “La Légende de 
Lairig”, a jazz combo with four bombardes, 
a diatonic accordion, bagpipes of various 
descriptions, trombone, marimba, flute, 
bass and electric guitar. 

Oddly, it was not a Breton but a Span- 
iard, Carlos Nunez, from the north-western 
region of Galicia, who best showed old art- 
istry in new forms. A virtuoso of the gaita, 
or Galician bagpipe, Mr Nunez leads a 
thrilling band with Irish, Scottish, fla- 
menco and Latin American influences. It 
galvanised a tired end-of-festival audience 
into forming, spontaneously, a giant dance 
circle—joining hands being a Celtic form of 
applause that is as common as clapping, 
iinet gi il ee 
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Craftmade timepieces 


Hands on 


HE atomic clock is the world’s most ac- 

curate timepiece, in no small measure 
because it is made entirely by machine. Yet 
people still hanker after hand-crafted 
clocks and watches, even when they are less 
reliable and far more expensive. Why so? 

Mankind has always lived according to 
natural rhythms—seasonal, diurnal, bio- 
logical—but strict universal time-keeping is 
a relatively recent notion. People first told 
the time using a gnomon, a tall stick stuck 
into the ground. It was not very reliable. 
The water clock and the sand glass, which 
grew out of the observation that time and 
motion are inseparable, worked better. But 
nothing has proved as accurate as the cae- 
sium atom in the atomic clock, which 
breaks time down into nine billion vibra- 
tions a second. In fact, as David Ewing 
Duncan points out (see below), the atomic 
clock is so accurate it needs occasionally to 
be recalibrated to take account of fluctua- 
tions in the earth’s rotation. 

Atoms come; atoms go. Asked why, 
since childhood, he collected clocks, the 
fifth Lord Harris of Belmont replied: “I 
rather like to watch the wheels go round.” 
Clock-lovers delight in the delicate escape- 
ment—the toothed wheel that regulates the 
rate at which power in the mechanism is 
allowed to “escape”, thus marking intervals 
of time. Among its finer examples are the 
16th century “cross-beat” escapement that 
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resembles a letter x slowly collapsing on its 
axis, and John Harrison’s “grasshopper” es- 
capement, with its criss-cross components 
that kick out like a leaping insect. 

Lord Harris, who died in 1984, could 
hardly have imagined how the now-ubiq- 
uitous electronic quartz watch would make 
time-keeping cheap, dependable and 
above all effortless. Perhaps this is why 
some people seek out watches that still de- 
mand at least some participation by the 
wearer. "The appeal of a 
mechanical wind-up de- 
vice," says Jonathan Betts, 
curator of horology at the 
National Maritime Mu- 
seum, Greenwich, "is that 
it is actually living. And 
even if it's made by ma- 
chine, those machines 
were made ultimately by 
hand, so it doesn't have 
quite the same neutral feel 
as a piece of electronic cir- 
cuitry.” 

In 1969, George Dan- 
iels, who is widely consid- 
ered to be the greatest liv- 
ing watch maker, finished 
his first watch. It took him 
more than 3,000 hours. He has made 30 
more since, combining traditional wheel- 
work with new technical advances like oil- 
free escapements. In May, an early Daniels 
chronometer sold for an auction record of 
$242,000. Mr Daniels’s elegant inventions 
are reminiscent of the ingenuity of his great 
predecessors, like Harrison (whose famous 


CALENDAR: HUMANITY's EPIC STRUGGLE TO DETERMINE A TRUE AND ACCURATE YEAR. 
By David Ewing Duncan. Avon Books; 266 pages; $23. Fourth Estate: £12.99 


pes rarely think about how they 

| mark time; if they do, they probably 
regard their particular method as self-evi- 
dent and universal. They are wrong. The 
Gregorian calendar is the most widely 
used, but it is just one ofa number of sys- 
tems. In this finely researched book, Da- 
vid Ewing Duncan chronicles how man- 
kind has gradually moved towards a 
common calendar. 

Mr Duncan starts with a Stone Age 
astronomer who observed the phases of 
the moon, and marked them by carving 
notches on an eagle's bone. The precise 
modern calendar we take for granted has 
roots in ancient China, India, Mesopota- 
mia, Egypt, Arabia and Rome, Mr Duncan 

follows these roots as they twist and turn 
through history, sometimes atrophying 
for centuries, only to be revived within a 
particular society, by the influence of vi- 
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sionary leaders and scientific discoveries 
from abroad. In 1582, Pope Gregory xir 
corrected the old Julian calendar that had 
slipped behind the sun by more than ten 
days. Until then, the Catholic Church 
branded as heretics scientific investiga- 
tors who, like the 13th-century English 
friar Roger Bacon, calculated that the cur- 
rent calendar year was over-running the 
solar year by a whole day every 125 years. 

Some of Pope Gregory's contemporar- 
ies were put out because the new calcula- 
tions were inspired by the accurate plane- 
tary readings of Arab astronomers. Queen 
Elizabeth I of England wanted to follow 
him, but she was thwarted by her Protes- 
tant bishops. Britain adopted the Grego- 
rian calendar only in 1752. 

Nearly 6,000 years ago, the Egyptians 
were the first to follow the solar year. After 
à passionate liaison with Cleopatra, Ju- 
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H-4 pocket watch, made between 1755-59, 
solved the puzzle of determining 
longtitude and thus a ship's position at 
sea), and Breguet (1747-1823), the great 
Swiss watch maker. The Breguet Founda- 
tion recently commemorated the 250th 
anniversary of his birth by awarding a 
prize to Carole Forestier, a Frenchwoman, 
who designed a wristwatch with a move- 
ment entirely encircled by the mainspring. 

The handmade sculptural clock has 
also come into its own. 
Martin Burgess's ten-foot 
"World Time Clock", made 
in 1969 and exhibited at 
the London headquarters 
of Schroder plc, is one. An- 
other is Andrew King's “Ex- 
ploding Myths". Mr King's 
clock is a work of art. Its 
face is a large disc, painted 
dark blue, with what looks 
like a red-hot explosive 
force emanating from the 
centre. The clock-wheel 
train attached represents 
the earth—long believed to 
be at the heart of the solar 
system until Copernicus 
exploded that ancient 
myth. Further wheels, studs and cones rep- 
resent other planets. The pendulum bob is 
the moon. Seen in motion, this is at once a 
powerful skeleton clock and a curious as- 
tronomical one, a gift to anyone for whom 
a modern clock can do so much more than 
just tell the time. 
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lius Caesar, took the advice of an Alexan- 
drian astronomer, Sosigenes, to embrace 
the sun as time's arbiter in the Roman cal- 
endar reforms of 45 Bc. 

Mr Duncan brilliantly evokes the 
more philosophical tensions within 
Christianity about the nature of time. In 
the fifth century, Augustine of Hippo ar- 


gued that Christians should look beyond | 


secular, or "ephemeral" time, and con- 


nity. Worshippers who were left at sea by 


template only the "sacred time" of eter- 


such other-worldliness also faced more 
mundane problems. Poor communica- 
tions meant different towns could not 
agree when to mark the start ofa new year. 
Other calculations were no simpler. A 
Christian abbot, Dionysius Exiguus, origi- 
nally worked out the date of Christ's birth 
and established a fixed base year of Api. | 
Abbot Dionysius made his calculations 
before the concept ofyearo was invented. | 
If you believe the Gospel of St Matthew, | 
Christ was born in 4 or SBC; so 1996 or | 
1997 was the true millennium. A relief of | 
sorts for those who have yet to decide 
how, or if, they will celebrate. | 
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OBITUARY 


MAY be difficult to believe, 
but there was a time when the 
chairman of America's Federal 
Reserve Board was not the most 
listened-to person in Washing- 
ton and in Wall Street; when 
markets were not moved by ev- 
ery opaque statement made by 
the man who controls interest 
rates. An agency under the 
thumb of the Treasury Depart- 
ment, and consequently the 
president, the Fed was often dic- 
tated to by politicians intent on 
doling out fiscal and monetary 
goodies in an election year. 

William McChesney Martin 
changed this when he became 
head of the Fed in 1951, and for 
19 years, the longest tenure of 
any Fed chairman, the plain- 
talking man from Missouri was 
responsible for turning the Fed- 
eral Reserve into essentially the 
fourth branch of American gov- 
ernment. If Alan Greenspan has 
someone to thank for his rock- 
star status in the late 1990s, it is 
surely William Martin. 

He ran the Fed under five 
presidents (Truman,  Eisen- 
hower, Kennedy, Johnson and 
Nixon) and seems to have had a 
generally low opinion of presi- 
dential economic acumen. In an 
interview after he left the Fed, 
Mr Martin said that, for presi- 
dents, a lot of economics “is just 
almost superstition". Democrat 
or Republican, they would try to persuade him to observe the 
needs of politics. John Kennedy's advisers were obsessed over 
whether he was "on the team". He usually was not. When in 1965 
he decided to raise interest rates to try to stave off inflation 
brought on by the Vietnam war, Lyndon Johnson called Mr Mar- 
tin to his ranch in Texas to berate him about the political conse- 
quences of a rate rise. Mr Martin stood firm. The Fed had to 
“lean against the wind" of inflation, he said. His job, as he fam- 
ously quipped, was to “take away the punch bowl just when the 


party gets going". 


The wonder of Wall Street 


William Martin thought at one time of becoming a minister in 
the Presbyterian church, and his critics said yes, perhaps he 
should have been: he was a bit of a preacher. But finance looked 
more interesting. His father was a banker (and helped Woodrow 
Wilson to create the central bank in 1913). At 31 Mr Martin be- 
came the first paid president of the New York Stock Exchange at 
a salary of $48,000 (worth more than $500,000 today). To his 
admirers (and the envious) Mr Martin was the "boy wonder" of 
Wall Street. 

President Roosevelt sent for him. He was always interested in 
wonders. Worried that, with America still in depression, Mr 
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William McChesney Martin, the Fed’s 
happy puritan, died on July 27th, aged 91 


Martin was to be taken to task 
over the ropy state of the market, 
he began by saying, “Mr Presi- 
dent, I’m Bill Martin of the New 
York Stock Exchange, and I'm 
scared to death.” Roosevelt 
rolled over in his wheelchair, 
gave him a fatherly pat on the 
shoulder and said, "You've got 
nothing to worry about, Billy.” 

There was a sense of humil- 
ity about William Martin that 
could endear him to people, but 
which others saw as weakness. 
When he joined the army in the 
second world war (and rose to 
become a colonel)a drill instruc- 
tor told him that he should 
make the army his career be- 
cause "he was too stupid to earn 
a living anywhere else". Milton 
Friedman and other monetar- 
ists criticised the Fed during the 
Martin era for what were said to 
be whimsical adjustments of in- 
terest rates and the money sup- 
ply. Whimsical or not, Mr Mar- 
tin's term at the Fed included 
America's longest period of eco- 
nomic growth, from 1961 to 
1969. But, again suitably hum- 
ble, he was aware of the Fed's 
limitations. However you con- 
trolled the money supply, he 
said, you could not end cycles of 
inflation. 

In 1969, a year before he left 
the Fed and went into private 
business, he gave warning that 
America was on a speculative binge, and that "if we go along in 
this direction long enough, we will see the whole order ofthe free 
world collapse". But most of his pronouncements tended to be 
less direct, and required interpretation. Robert Solow, who won 
a Nobel prize for economics, remarked that central bankers are 
"like squid: they emit a cloud of ink and move away.” If most 
people, like presidents, find economics cloudy, they saw 
through the cloud a human being they could trust. Taking a non- 
ideological approach to the finances of the country was obvi- 
ously praiseworthy. John Kennedy asked Mr Martin to stay on, 
despite the misgivings of presidential advisers, because, in his 
experience, responsible people were rare. James Reston, a New 
York Times columnist, called Mr Martin “the happy puritan”. 

In these heady days of American economic expansion and 
low inflation, his gloomy pronouncements may sound rather 
frumpy (Herblock, a cartoonist, always depicted Mr Martin in 
an old-fashioned stiff collar). Were he the Fed chairman in 1998, 
the man who chose to tighten monetary policy when inflation 
was less than 1% would no doubt be drawing attention to dark 
clouds on the economic horizon. While a rosy optimism has fu- 
elled the party in Wall Street (at least until this week), William 
McChesney Martin would have bolted for the door long ago, 
punchbowl firmly tucked under his arm. 
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us UM ; 
* The Leicester MBA © A full range of distance learning programmes are available. 
Freephone 0800 374024 (UK only) for an information 










Fax +44 (0) 1203 422423 
email: LUMC@le.ac.uk 
http://www.le.ac.uk/lumc/ 


e 5c in | 
t "MSC m Marketing or Finance pack (24 hr) or +44 (0) 1203 422422 to speak to a 

e Diploma in Management | Consultant. 2 
6 Certificate in Management RDI FREEPOST (EC98) CV2472 Coe cva 8BR, ‘UK. | | 





J: Promoting e excellence in n University teaching and research ~N Management Centre j 











B HUNTING INTERNATIONALLY: 


L ming $50K-S00K-+. Career searching into, within or out of 
urope/U.S.? A new position is closer than you think! Free info. 
ire rPath.co.uk E-mail: cpasia@bkk.loxinfo.co.th 
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MZ N. / G E M E N T AND 
DIRECTOR OF THE 
GRADUATE SCHOOL 
OF MANAGEMENT qme: 3457 
Negotiable Salary Package : 


The University of Adelaide, one of Australia's most _ 
highly rated research and teaching universities, is — 
seeking an innovative manager and excellent scholar to 
jead the Graduate School of Management. 









The Graduate School of Management offers one of 
Australia’s longest-established MBA courses. It is 
offered in Australia and Singapore, as are its short 
course programs. Other national and international : 
programs are being developed. The School is located at 
the University's city campus in the heart of Adelaide 
near to business and cultural activities. | 





The successful applicant will be able to demonstrate 
the leadership qualities to build and develop the 
Graduate School of Management's academic programs, 
its research profile and international opportunities. : 





The position is available immediately. The appointee will 
be expected to serve as Director of the GSM for an _ 
initial period of three years. Further information including 
selection criteria may be obtained from Professor Judith 
Brine, Head, Division of Performing Arts, Law, Architecture 
and Urban Design, Economics and Commerce, telephone 
(61-8) 8303 3986, fax (61-8) 8303 4416, email 
<jbrine@economics.adelaide.edu.au>. 


APPLICATIONS, IN DUPLICATE, addressing the 
selection criteria and quoting the - 
| reference number, should include 
names and addresses of three 
referees and should reach the Acting 
Director, Human Resource 
University of Adelaide, A 












A 1MPA97237 






THE UNIVERSITY - 
OFADELAIDE - 





DEGREES BY MAIL 
: WITH 5 YEAR. REFUND GUARANTEE 
I A Dip TEFL, MBA or PhD by distance leaming/lfe experience! | 
Í honorary award from $400. impossible? Learn about 1,5009 | 
| non- “traditional universities worldwide 1 {including many widely | 





28009 Madrid | 
36 | 1176 1 Fax 434 81 401 0673] [ 
: € a SR B comu. com 


| Email osea net or Fax 46626347565 - 


Give your full street eel and y= niri IS 





rsonalize d effective ae 
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| shall be responsible to the General Mariager Engineering Group. 





. * Other qualifications are excellent problem solving skills, ability to plan work activities, 


INTERNATIONAL AND FOREIGN LAW LIBRARIAN 
UNIVERSITY OF TORONTO, TORON TO, C ANADA 








This newly created position in the Bora Laskin Law bears offers a an a excellent apportani 
for an experienced lawver/librarian to shape collections and services in internatióna 
comparative and foreign law at a Faculty of Law that is expanding i its teaching and research 
in these areas. 




















the Labrary’s current f 
diled strategy - 
nd research. 
erence and 


One of the first tasks of the successful candidate will be. to assi : 
collection in foreign, comparative and international law 4 
involving both ownership and access - that will respond to- 
needs. Ongoing responsibilities will include collection dev 
research support services. for faculty and students, ¢ 
instructional program as well as in the Faculty's Legal Re 
librarian will also be responsible for developing. [seg 
resources and services (see http:/ /www.law-lib. utorom x 



















The successful candidate will have an MLS or equ ale à 
and a law degree from a recognized school as w 
preferably in an academic law library. The positi 
in the use of foreign, comparative and intern: 
understanding of international organizations, Wi 
languages in addition to English is expected. This 
self-motivated individual who is, nevertheless, able. te 











The University offers competitive salaries and benefi 
education and experience. 





Submit a letter of application, curriculum vitae and. t 
Personnel Services, Robarts Library, 130 St. George 

by Fax: (416) 978-7653, by September 11, 1998. 1; 
be directed to Ann Rae, Law Librarian, at (416) 9 











(RSA) to divert e water from the abundant resources of the lest NS IDEE 
RSA and through the processes generate hydroelectricity to satisfy the demands of Lesotho: qium 
The Lesotho Highlands Development Authority (LHDA) is the implementing agency on. 
behalf of the GOL for all works to be undertaken in the Kingdom of Lesotho, ^ 


Phase 1A of the Project nearing comp letion - includes the 185m high Katse Dam and. the 
55 m high Muela concrete arch dam, 82 km of 4.2 m dia tunnels anda 72 MW. ^ 0. 
underground power station. Phase 1B where construction has just commenced, will consist 
of a 145 m high concrete faced rockfill dam of approximately 8 million cubic metre fill 
volume, a 32 km 4.3 m dia, circular lined tunnel and an approximately 6 km. dong, 4. s m 
dia horseshoe shaped, partially lined tunnel, with an adjacent coricrete diversion welt 
structure. Other elements also include infrastructure components such às roads, bridges, 
construction villages, etc. A very significant part of the Project is the environmental and 
social programme to ensure that the standard of living of communities in the proj ject area is 
equally or preferably better off as a result of the work and that all adverse environmental 
impacts are fully mitigated. 


in order to ensure efficient continuation of execution of this work, the LHDA requires à 
suitably qualified candidate to fill the post of Engineering Specialist in the. Engineering. 
Group headed by à General Manager. 


Responsibilities: 


These include the provision of specialist technical advice and recommendations on all 

aspects of engineering, in order to support the General Manager Engineering Group and 
Branch Managers in the achievement of. LHDAS and the Group's key performance indicators: 
and policies determined by the Board of Directors and the project. authorities, The Specialist: 





Requirements: 

* Minimum of a Bachelor's degree in Civil Engineering is essential. A post graduate QU 
qualification in engineering project management is desirable. Certification as a Chartered - 
or Professional Engineer is a pre requisite. 


* A minimum of 20 years relevant post graduate experience in the design, construction 
and commissioning of large engineering projects, particularly complex water resource 
and/or hydropower construction projects, including the management of contracts 
associated with such projects. 


excellent communication skills, computer literacy, ability to. establish and maintain 
effective working relationships and proven track record of technology transfer to others. 


The LHDA will not reimburse any expenses relating to the preparation or submission of 
application for this position. However any approved costs incurred by selected applicants 
invited to attend an interview will be met. LHDA also reserves the right to accept or reject 
any or all of the applications. 


The LHDA offers a highly competitive remuneration package commensurate with senior 
position. 


Submissions are to be sent to: 
The Chief Executive, 
Lesotho Highlands Development Authority, RO. Box 7332, Maseru 100, Lesotho. 


Closing date for receipt of applications is 31 August, 1998. 
Applications may be made to Fax (+266) 310060/310272 
or E-mail marumo@lesoff.co.za followed by the original. 
Telephone enquiries may be made to $. Nthako: 
(4-266) 850417 or (+266) 311280 ext. 2711 
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“TRANSPORTATION 
CONSULTANTS 






ML 
AN 


Ti 


ERS 


ECONOMISTS, PLANN 





ND ENGINEERS 

We are a Tokyo-based consulting firm with full-time and project-based - 

positions available in developing countries for economists, planners and 

INTERNATIONAL engineers, We work in various sectors (e.g. transport, environment, - 
education, tourism, energy) and offer excellent remuneration. | 


$ Sn » ; 
T | Senior Economist E London | | If interested, please send a detailed CV to: 
| £26k- £35k p.a. neg. | PADECO Co., Ltd., Izumikan Sanbancho Bldg. 
| 


3-8 Sanbancho, Chiyoda-ku, Tokyo 102-0075. — 


Transportation Consultants International Limited provides consultancy and Fax: 81 3 3238 9 422 E-mailhuman-r)padeco.c pip i | 


project management services for clients operating within rail and rail 

related environments on a worldwide basis. TCI have established an 

enviable reputation for providing high quality professional services. 

Due to expansion we currently have opportunities for: 
Senior Economist to manage and develop ovr contracts in the area 
of demand forecasting. The ideal candidate will have a strong technical 
background (at least five years] in the use of econometric and statistical 
techniques to analyse and forecast human behaviour preferably in transport 
related applications. We would also be interested in people with expertise 
in looking at how external factors, such as employment, population and 
economic change influence the demand for travel. This position is mainly 
UK based but there may be opportunities for work overseas. 


| If you have the required background and a desire to be part of a 



















We are a leading Belgian consulting firm specializing in international - 
development projects. For one of our current projects in Eastern Europe we are 
looking for (m/f) Legal Experts to advise national authorities during a period of 

16 months ref: PC/ALL). 

Candidates should have: C] a specialization in one or more of the fol lowing 
sectors: Welfare, Environment, Economy, Finance, Transport, Justice, Education, 
Culture; L3 more than 5 years professional experience in European Law, E uropean 

Integration and law approximation; [1 EU Citizenship, university degree in law. 
In addition we are constantly looking for Legal Experts in all sectors of European 
Law for projects in Central and Eastern Europe (ref.: PG) as well as for Experts in 
public administration (ref: HV), regional development tref.: WN), social 
dynamic and rapidly expanding company send your full CV quoting | development (ref.: NS), education (ref.: RB) and private sector development (ref: CV). & 
reference MCD/E/0798 to: 


|] bf a Applicants should send their c.v. in English, mentioning 
|. Peter Stanley, Management Consultancy Division, 3rd Floor lr = 


the reference indicated above, by fax or e-mail fo: 
= = IBF, rue Montoyer 63, B-1000 Brussels, Belgium. 
— Fax: +32 2 230 46 49. E-mail: gruter&ibf be 


f 


| 


TCI, 151 Gower Street, London WCITE 6BX. 
‘We welcome applications from oll sections af the community, 


UNIVERSAL SGRAMUNICA HON 











TREASURY 
RESEARCH ANALYST 
LONDON 
ATTRACTIVE SALARY AND BENEFITS 

At the Halifax, a successful Treasury function is one of the 
cornerstones of our business strategy to ensure ongoing success and 7 
growth. We are committed to investing in the best people, developing their} 
skills and giving them the opportunity to progress in a challenging and 
Stimulating environment. 

In this newly created role, you will provide assistance to the Treasury. > 
Economist, working closely with dealers in all economic/financial market Bae | 
related matters. You will develop and maintain spreadsheets to help in the | 
formulation of long and short-term economic and financial forecasts as well 1 
as assist in the production of regular market and economic reports. — .— | 

A newly qualified graduate with at least a 2:1 economics or related | 
degree, you will be highly numerate, computer literate and have a E rs 
experience of working with spreadsheets. Good communication, - 
interpersonal and report-writing skills are essential as is the « 





to tight deadlines. Some knowledge of, and a keen interest in, the. ^ 
financial markets will be advantageous. M c n 

in return for your enthusiasm and commitment, you qu ES 

WE attractive salary and benefits package as well as genuine career development | - 

Spe To apply, please write with full CV to Mrs Philomena Gray, +: "Ww 3 

Equal opportunities for ali - our policy is Treasury Personnel, Halifax plc., Trinity Road, Half Dr: e ue 

as simple as that West Yorkshire HX1 2RG. Closing date 21 August 
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je train of s success is degaiting 
-but where's your ticket? 


me Broadcast International your ticket is but a phone call 
et our expert staff custom tailor your international job search. 
ou are a 40+ year old senior executive earning $100K+ annually 
services can prove invaluable to you. We are available 24 hours 
| day, 7 days a week, so why wait another minute? Contact us at 
| est 866-42 13, Fax (909) 866-4244 or E-mail: 


















Resume Broadcast international 

PO BOX 2892, Big Bear Lake, Califomia CA9231 5, USA. 
Tel: +1 (909) 866 4213, Fax: *1(909) 866 4244 

— Email: 1022243306 @compuserve.com 















Broadcast 





| The | 
Economist | 


TO ADVERTISE WITHIN HE 
CLASSIFIED SECTION, CONTACT: 
Philip Wrigley Suzanne Hopkins 
| London New York 

| (44-171) 830 7000 — (1212) 541 5730 


























d OXFORD 


-University taceat in Managem 
; z The Said. Business School plans to make at least six Mite to lecturerships i in ail 
As of Management Studies in 1998-9. One post is immediately vacant, in association 
with a tutorial fellowship at St Anne's College and a college lecturership at St Hilda's 
College. “the Schoo! has particularly urgent need for a lecturer whose background is in 
SE marketing but applications from candidates with backgrounds in al areas of 
ED management are welcome. The person appointed will be expected to teach on a range 
cl. of courses at undergraduate and graduate level, and on the MBA programme, and will 
OE be expected to have both teaching experience and research excellence in their 
dE particular area. The salary will be a combined university and college salary, and 
: additional college allowances are payable. Further payments may be available in 
2E Orespectof additional duties undertaken. 
C. The Said Business School is the business school of the University of Oxford. its MBA 
M programme was established in 1996 and the University is engaged in a major 
-E expansion of undergraduate, postgraduate and executive education in management. A 
OCE new £25 million building to accommodate the school is expected to be completed in 
.- 2000. Enquiries about opportunities in the School are welcome and should be made, 
oM through Deborah Lisburne, to the Director, Professor John Kay. 
(6B Further particulars containing detaiis of the duties and full range of emoluments 
|} and allowances attaching to the university and college posts, may be obtained 
. from Deborah Lisburne, Said Business School, Radcliffe Infirmary, Woodstock 
§ Road, Oxford OX2 6HE, (tei: 01865 228521, email: Deborah.LisburneGobs.ox.ac.uk) 
| to whom completed applications (ten copies or one if airmailing) should be sent 
| by 31st August 1998. Interviews are likely to be held during September. Further 
. details about the Said Business School can be found on www.sbs. ox. acuk 


The University is an Equal Opportunities Employer. - 
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Hurlburt Professor of Management \ 


— Nominations & applications sought for 
the Hurlburt Professor of Management 
Information Systems, This senior level 
position wil! provide leadership to the 
School of Management in its largest 
specialization. The holder of this 
professorship will: be a senior scholar 

| engaged in active research on business 
problem solving w/emphasis on strategic 
| use of MIS resources; teach & perform 1 
| MIS research; and lead curriculum Br 
ii development efforts & foster collaboration | 
among the muiti-disciptinary research 
efforts of the School of Management, the 
Dept. of Computer & information Science 
& the Dept. of Electrical & Computer 
Engineering. PhD in MIS, management, 
or computer related field req'd. The 

|| University reserves the right to substitute 
|| equivalent education and/or experience 

il at it's discretion. Send resume to: 

| Personnel Box HP-MIS, NEW JERSEY 

| INSTITUTE OF TECHNOLOGY, University |i 
| Heights, Newark, N.J. 07102-1982. EOE d 







information Systems 


| MADISON SQUARE GARDE 
NEW YORK : 







SEPTEMBER 16-17 






Fax: Ey | 
E-mail: aidtrade@ baxter.net 5r | 


Project on Cities and Urban Knowledges 
INTERNATIONAL CENTER FOR 
ADVANCED STUDIES 


The Project on Cities and Urban Knowledges, in New York p 


University's International Center for Advanced Studies, i 
inviting applications for a variety of residential fellowships for 
1999-2000, the theme of which is "Political Obligation and. - 
Citizenship." The Center is a residential site for Rockefeller | 
Humanities Fellowships, and two such year-long fellowships 
will be available in 1999-2000. Postdoctoral fellowships will be 
available for younger scholars who received their degrees in 
1995 or after. Center Fellowships are also available. | 
Applications from candidates in all fields of the humanities and . 


social sciences will be considered. Writers, artists, and urban | e 
professionals are also urged to apply. Fellowship applicants — f 


must have a Ph.D. or the professional equivalent in their field. 


The annual stipend is $35,000 for the academic year. Fellows E p 


will be provided with office space and faculty privileges at New 
York University, and every effort will be made to secure low 
cost university housing for them. 


The International Center for Advanced Studies is à rese 
center that brings together an international community of 
scholars. The Project on Cities and Urban Knowledges seeks to 
explore urban experience and understanding (disciplinary and . 
popular) in an international and comparative context. Women, 
members of minority groups and foreign scholars and 
intellectuals are especially invited to apply. For information and 
application materials, please contact Thomas Bender, 
Director, Project on Cities and Urban Knowledges, 
International Center for Advanced Studies, 53 Washington . 
Square South, Room 401, New York, NY 10012, USA. | 
Fax: 212-995-4546; e-mail: icas.cities@nyu.edu - 


The application deadline is January 15, 1999, for fellowships a 


to be held in 1999-2000. 


NYU encourages applications from women and members of minority groups. 
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Serviced Apartments. ofenng Best Value for Mons. 
Unbeatable location in Süuth Kensington, 

2 person apartment from £70 per night 

4 person apartment iro : per night 





ASHBURN C GARDEN APARTMENTS 
3 Ashburn Gardens, London SW7 4DG. UK. 
Tek ++44 171 370 2663 
Fax ++ 44 171 3706743 


2nd PASSPORTS 
OFFSHORE COMPANIES 


For confidential, professional service, 


contact: 


Maritime International Ltd. 
P.O. Box WC168, Bay View Place, 
Crosbies 
St. John's, Antigua, West Indies 
Tel *1 (268) 461-2024 
Fax *1 (268) 462-2718 
Email: l: maritimeQicandw. ag 


"Justice rated #1 in 


iggy international 


Telecommunicotions Association. 


* Business, residential, 
and cellular savings. 


* Earn Free air travel with 
WorldMiles program. 


* join the prestigious 
Justice Agent program. 


ECHNOLOGY CORPOR RATION 


Its just what you're looking for. 
Mention this ad for a sign-up bonus. Agent inquiries welcome. 


1-316-526-2200 1-310-526-2100 








The Original 


kallback: 


e No Deposit 
e No Miminum 







Tel: 1.206.599.1992 « 


417 Second Avenue West 








| "Callers get dependable, high-quality service" 


| -The International Heraki Tribune 


www.kaliback.com » e-mail: infoGkallback.com - 


fax w.justicecorp.com 





New lower 
rates! 


* Instant Activation 
* ideal for Home, Office, 


e No Set Up Fees Hotels and Mobile Phones 






Agents | 
| UJanted | 


* Fax: 1.206.599.1982 


* Seattle, WA 98119 USA 











Super Low International 
Telephone Rates! 


To the 
n: LN: 





To To the 
UK: 











TT TT He nnne ttt en 


Ma VE 


iis rates x the U.S, 
1 (800) 965-1645 


NIIT AAA AAE AAAA AA AANA AAAA 





Tel: 1 (212) 629-3268 
Fax: 1 (212) 629.3269 


maxinfo@maxtelecom.net 






















IMMIGRATE TO 
BEAUTIFUL CANADA 
FLEXIBLE IMMIGRATION LAWS 
ATTORNEYS RUSSELL AND SAVAGE 
Suite 2000, 393 University Avenue 
Toronto, Canada MSG 1E6 
Fax: (416) 397-2267 Ph. 585-2088 
Email: hsavage@inforamp. net 
vkrusselli@aol com 


IMMIGRATE TO CANADA || 


“We Can Help” 


35 Years Éxperieoce in immigration Matters 
The law firm of Semien & Peterson 
httpi//www.samjen com 
Email: sompenqisamien.eom 
Suite 810, 1240 Bay Street, 
Toronto, Ontane, Canada, MSR 2A7 
Tel: (43 6922 vid Fax: (4161922 4234 

Hep 


"BUSINESS PLANS. 


Customized Business Plans For | 


* SBA  * Venture Capital 
* Private Loans 
Written by Corporate Attorney 


1-800-963-2453 


Cail for quotations 


Offshore Bank | 


Only $15,500/Free Report t 

Call: 310-376-3480 (USA) 

Fax: 310-798-3842 (USA) 
email: whe@ibm net 


Worldwide Business Consultants 


REAL ESTATE OPPORTUNITY | 
For Sale: Ideal location, building two | 
| blocks from the University of California 
| Campus in Berkeley, 


Hotel, 3500 square feet, one and two 


| bedroom apartments, studios, all with | 
bath, kitchen, 35 gated parking spaces, | 


plus penthouse with San Francisco Bay 


| view, Easy access to San Francisco, 
| airports, all Bay Area. Call Mary Ayer tel 
001 925 254 8868 / fax Q01 925 253 9633 | 
USA for further information. | 





RATES tO THE US: 


JUK ........ 17€]. 

. |JFrance......25€|. 
{Germany .... 22€ | T 

italy. .......32¢). 
Netherlands. . 25¢) > 
Switzerland . . 266 = . 


| FREE CASH GRANTS! 
|] Scholarships. Business. Medical bills. 


next to Durant | 


Coliege. 


Never Repay. Toll Free 1-800-218- 
9000 Ext. G-4285 US Only. 





GOV'T FORECLOSED homes from 
pennies on $1. Delinquent Tax, 
Repo’s, REO's. Your Area. Toll Free 
(1) 800-218-9000 Ext H-4265 for 
current listings. 





2ND PASSPORTS / Driver's Licences 
/ Degrees / Camouflage Passports / 13 
Countries / Secret Bank A/Cs / Awards. 
GMC, Fax: *3120-5241407; E-Mail: 
1004 13.3245@compuserve.com: 
http-//www.global-money.com 


IMMIGRATION TO CANADA 
i CHATT AMYOT 
Barristers & Solicitors (Founded 1928) 
Reputable Canadian lew fitm provides assessment of your 
chances of success, FEES BASED ON RESULT 


Fees are payable only if an immigrant Visa is actually 
kemed and not oierwbiw. For aa ASSESSMENT, 
forward sour resome tx 
l CHAIT AMYOT hamigration Division, 
i Place Ville-Marie, Suite 1900, Montreal, Canads, 
H3B 2C3. Tek (814) 879-1353. Fax: 879.1460, 
E-Maildeomcüichait-amyotca 


CUT THE COST OF YOUR 
STAY IN LONDON 


1 Comfortable self-contained serviced studio flats 


in Knightsbridge near Harrods, fully equipped 


| j*itchen-dinette, bathroom, phone, satellite T.V.. 


| central heating, elevator, maid service, resident 
| manager. Suit 1-2 persons, Brochure by Air-Mail: 
Knightsbridge Service Apartments 
45 Enrismore Gardens, 
London SW7 1AQ. 
TEL: 0171 584 4123. F'ax: 0171 584 9058. 
infog@ksflats demon.co.uk 
www keflats. demon co.uk 





START YOUR OWN 
IMPORT/EXPORT AGENCY 
ital or experience req, No risk. 
Heip De sk. Work from home. Part/Full H 
time. Est. 1946. Clients in 120 countries. 
i Send or call for Free Booklet, | 
WADE | WORLD 2 TRADE 


| bee 2024, 50 Bumbilt A 
BED. SLA Uk Tat: Rl ys 850 ói Ed pedi 


emait info 
Faxed (161 653 3212 


hom 


: Most new customers are 


referred by satisfied 
NewWorld users 
Now earn 20% by 
referring a friend 


IBrazil.......63€ C Special Services Included 


[Malaysia +++ 49€] 


- No Extra Charge - 


201.287.8400 Fax: 201.287.8434 
fa i: 44. 171.360.5037 Fax: 44,171.360.5036 
accainkttniccurider com mnp; /www.newworidtele.com 





Business to Business agents welcome 


201-287-8400 





i402 TEANECK ROAD « SUITE 114 


* FEARECK, 


NEW JERSEY + G7666 + USA 
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COMING TO LONDON? | NEW AUTHORS 


PUBLISH YOUR WORK 


ALL SUBJECTS CONSIDERED: 

Fiction, non fiction, Biography, Religious, 

| Poetry, Childrens, 

AUTHORS WORLD-WIDE INVITED. 

| WRITE OR SEND YOUR MANUSCRIPT TO:- 
MINERVA PRESS 

2 OLD BROMPTON RD. LONDON SW7 3DQ. 


tay at Endsleigh Court where vou 
friendly and courteous welcome | 
lock is centrally situated, offers self | 
udio apariments with well equipped 
kitchen and bathroom Í 





































i 
i 
| 
i 
| 
i 
! 
| 
-September 1998 from *£190 per week N 
998-March 1999 from *£336 per week | 
inited number of one and two bedroom |] 
. — apartments are available | 
1 
i 
i 
| 
i 
| 
H 
1 
i 





Far further details contact:- 
^ ENDSLEIGH COURT 
.24 UPPER WOBURN PLACE 
LONDON WCIH 0HA 
Telephone: 0171 878 0050 
Fax : 0171 380 0280 
AH major credit cards accepted 






















FINANCIAL ADVISORS 
SAVE CLIENTS UP TO 
50% ON BANK LOANS! 


w/COLLATERAL LOANS 
— PAY INTEREST ONLY. 
T A] ENROLL IN OUR 
LH) | TRAINING PROGRAM. 
Lise RG) | ERIC A. KLEIN,ATTY. 
es easy. INTERNATIONAL DEVELOPING 
it’s fast. ENTERPRISES AGENCY (IDEA) 
Its 100% private. | PHONE: (212) 751-0800 
it's 100% legal. FAX: (212) 688-4442 (24 HRS) 
For FREE consultation |  @mali:panglob@aol.com 
and brochure filled with TTL trei 
surprising informauon, contact: 
GLOBAL BUSINESS SOLUTIONS, INC. 
Phone: USA - (819) 578-7541 
C Fax: USA-- (619) 578-0238 "— 
COST EFFECTIVE 


E-mail: gbs@millennianet.com NOMINEE & MANAGEMENT SERVICES 


* Tins Lapis retenus a sepa arate : charge 


atti eiae etri tret teer crt m m Me m mr renim ere cornet evan emtas tareas ned 


Hold your meetings — EMI £275 
at EN GIBRALTAR £275 

The Centre of pour oce 
Heathrow Airport NEL £275 
fieathrow Airport g BAHAMAS £275 







T. 19 meeting rooms OTHER JURISDICTIONS AVAILABLE 


business 
centre 


ae 








Conference Suite 
seating 60 theatre 
style 
linc fuat: FIDUCIARY MANAGEMENT 
SERVICES LIMITED 
Video & Audio Conferencing 13 WIMPOLE STREET 
LONDON W1M 7AB 


| Business Lounge with refreshments TEL: 0171 436 8100 
| MENO FAX: 0171 436 8188 


PROFESSIONAL SERVICE PROVIDED BY 
iN HOUSE LAWYERS & ACCOUNTANTS 
CREDIT CARDS ACCEPTED 






A T EE RAs we 






Tet: +44 (0) 181 759 2434 aeo 
E-Mail: CoF orm3 @Fiduciary.Co.uk 


Web Site: herp. www the-beh co.uk HB aid liwww. ee ee com 


AA COMPANIES E 
TAX. PLANNING — il = 
TRUSTS > 


Since 1977, The ICSL Group has specialised in advising on the use of offshore | 
companies and trusts to achieve personal and corporate tax savi ings. | 


INTERNATIONAL TAX PLANNING 
| We can provide innovative solutions to your complex tax problems. 
We can assist you in setting up and managing a structure to help you achieve 
[| substantial tax savings. 





To receive our explanatory booklet on offshore and international tax 
planning and trusts or to arrange a discussion, all free of obligation or 
charge, please contact your most convenient ICSL office. Alternatively, 
visit our Web Site at http//www, ICSL. com. 
HONG KONG ~ Simon Hanley LONDON -- Peyman Zia 
te: #852 2542 1177 row. +852 25450550 te +44 171 493 4244 rax +44 171 491 0605 
Emait: Hk@ICSL. com emat: uk@ICSL.com 


ISLE OF MAN ~ Diane Dentith AMERICAS — Paul Winder 


E te: +44 1624 801801 rax +44 1624 801800 te: +1 649 946 2828 rax +4. 649 946 2825 
a Emai: lom@iCSL.com Emait: tci@ICSL.com cot 
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WORLD WIDE 


No. 1 OFFSHORE 
COMPANY AND 
TAX PLANNING 
SPECIALISTS 


Since 1975 our worldwide staff of 
over 275 multi-disciplined 
professionals inciuding lawyers, 
chartered accountants, chartered 
secretaries, and bankers have 
provided confidential and cost 
effective company formation in all 
the major low tax areas. 












































€ BAHAMAS $500 
e BELIZE $500 
e BV ISLANDS $500 
€ DELAWARELLC $495 


& GIBRALTAR £250 
TOSONME E & ANNUAL FEES 
€ HUNGARY $1995 | — A 


L IRELAND £225 | " vdd de vibe contact. 

@ ISLE OF MAN £250 E 

Me | LONDON OFFICE 

@ MADEIRA $2250 eg gi- 100 SYDNEY ST, 

@ MAURITIUS $500 | CHELSEA LONDON, 

® NEVIS $575 M 

Mm @SEYCHELLES $350 sw 6NJ 

| RM other Jurisdictions & Offshore Banks TEL: + 171-352 2274 
| Available on Request .. FAX: + 171-873 9688... 

| LUXEMBOURG - EVELINE KARLS E-mail: offshore@scigroup. com 


Tel: 4352 224 286 Fax; +352 224 287 
FINLAND - JENNY KOMPULAINEN | FREEPHONE: 0800 262 856 
www.scfgroup.com 


Tei: 4358 9 6960 2569 Fax: «358 9 6869 2565 

| HUNGARY - LASZLO KISS BSc (Econ) 

A Teh +36 1 351 9959 Fax: +36 1 351 9958 DUBLIN OFFICE 

gnus nomatis A 177.29 LWA PEMBROKE ST, DUBLIN 2 
TEL: + 353-1-662 1388 | 
FAX: + 353-1-662 1554 
did iniri ded iol ie 
















































Tei: +357 2 473211 FAX: «357 2 463463 
SINGAPORE - DIANA BEAN 
Tet; +65 535 3382 Fax: +65 535 3891 
HONG KONG - RAYMOND CHO! 
MBA MLIA (Dip) 
| Tek +852 25220172 Fax: +852 25211180 
SHANGHAI - BART DEKKER Lim 
Tel: +86 21 6248 4355 Fax: +86 21 8248 1421 E EO Nicosia & Sofia — — 
USA WEST COAST - AICS Ltd E 
| — KEVIN MIRECKI Attorney bw | For a free colour brochure on E 
| To 41714 854 3344 Fax: 417148546967 B BY you can save taxes please bd 
For Immediate Service & our Free 110 ME complete this coupon below: | 
Page Colour Brochure Contact: ; ; — 
ISLE OF MAN - C W FORSTER 
OVERSEAS COMPANY 
REGISTRATION AGENTS LTD 
PO Box 55, Ramsey, 
li isie of Man, Great Britain, IM99 4EE 
E-mail: economist worid-mail.com 
TEL: «44 1624 815544 
FAX: +44 1624 817080 
LONDON - RICHARD COOK, BSc 
Tel «44 171 355 1096. Fax: +44 171 493 4973 
1509002 CERTIFICATED 












Athens, budapest Lisbon, Monaco, Moscow, | 
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Offshore information on 
Www .ocra.com 
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OUTPUT, DEMAND AND JOBS Ame 
Second quarter, from 4.2% in the year to the first quarter, as the General Motors strike and 
; Asian turmoil took their toll. Japan's unemployment rate reached a record 4.3% in June, up 

. | from 3.4% a year earlier. France's jobless rate fell to 11.8% in June. 


| ances for 15 countries. The table also shows 


| two-tenths of a percentage point in a sin- 
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rica’s GDP growth slowed to 3.5% in the year to the 






































E FORECASTS Every month The Econo- 
mist surveys a group of forecasters and cal- 
culates the average of their predictions of 
growth, inflation and current-account bal- 


the high and low forecasts for growth. The 
previous month’s forecasts, where differ- 
ent, are shown in brackets. The outlook for 
Japan is getting worse. Our seers’ average 
growth forecast rarely moves by more than 


gle month, but they have lowered their Ja- 
pan forecast by almost half a point this 
month: they now expect its real GDP to 
shrink by 1.4% this year. Our panel still ex- 
pects America's growth rate to top 3% this 
year, largely because GDP grew so quickly 
in the first half. Spain and the Netherlands 
are still expected to see the fastest growth. 






LM COMMODITY PRICE INDEX 
MM The Australian government 
has decided to freeze sales from the coun- 
try's wool stockpile after prices fell by 8%, 
to A$5.48 ($3.32) a kilo, in the first auctions 
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| % change at annual rate | 
ICM cop Soe eren pol production “aolum Uma ^ | ofthe 1998-99 season. Wool prices fell 17% 
3mths! year 1998 1999 3mths! 1 yea 1 year latest year ago | in the six months to June, as demand in 
Australia — :53 * 49 01 430 +28 +65 +4201. +28% 83 87 | Asia dried up. Wool International, which 
Austia — na «420! +28 +28 (72136 +25 Mw ni Ma . 45 w* 45 manages the stockpile, was required by 
Belgium — «58 + 46 QU +28 *27 — ^" m «56 — 46 Mx — 129 M — 137. | law to sell a minimum of 360,000 bales 
Britain o- tél £000 eu 13, our de 0rd. $3 — 1 63 Mey’ 72 | (64.800 tonnes) last season. It sold 
| Canada — 5.37 * 380! «433 +28 70 36 Aw — *59 Ay — B4 xn 91. | 437,000 bales, reducing the stockpile to 
| Denmark —— — 12 +370 * 29 +28 -212. - 33 May « 26 a 65 un. 80- 112m bales. Some growers welcome the 
| France +23 +3491 429 428 * 81 + 63 May + LI May 118 jn — 126 | , Pd eee 
| Germany + 39 438 Q! «26 «28 +d 11 454 My «02 May — 1094 116  , BOVernments move, which may lead to a 
| Hal — -04 42501 421 428 | "y adum  .. + 13 May — 120 jan a eh | r espite from falling prices. But most ofthe 
| lapin | — -53 -37q .-14 405 192 - 79 jn - 25 Ma 43 un 3 4 | industry is wary of state intervention, 
| Netherlands +49 +4201 +36 +34 7 09 +25 My +16 Ap 42 ow" 58 | which led to the collapse of the floor-price 
| Span — — » 37 437 +38 4 38 +32 FSS Wy — na 18.9 a 21! | scheme and stocks of 4.7m bales in 1991. 
| Sweden -L37 *25001 28 430  - ~ 40 +80 Apr + 40 May — 69 Jun? 88 — : 
| Switzerland +19 «24 qr +19 +20 m +103 Qr * 15 Mw 36 um 5.1 | 1990100 % change on 
| United States + 14 «3502 +33 +23 * 45 + 37 lun + 7.6 May A5 jun 5.0 ! Jul 28th Aug 4th* one one 
| "Not seasonally adjusted. " Average of latest 3 months compared with average of prenous 3 months, at annual rate. 4New series. SMar-May; caimant count. | LLL month — year 
| fate 4.8% in fune. * * Apr-Jun. i Dollar index l 
| HON NADA SCIL ase MM MM OE OON amuses DP Pn 91.1 807 ' 3. 10293 
, PRICES AND WAGES Japan's consumer prices fell by 0.496 in June; its 12-month inflation a ae 106. 17 DoE 
| rate slowed to 0.1%. In July, Italy's 12-month rate of consumer-price inflation remained at | pasas ^ ^ 
| 1896; its producer-price inflation slowed to 0.4% in the year to June. Canadian workers re- |— 4i 1,81. 785 +16 -241 
| ceived a pay rise of 0.9% in the year to May, a real fall of 0.2%. | Nt! 936 ^ 948 +10 -194 
i | — Metals 72.0 689 + 21 ~276 
| % change at annual rate The Economist poll l Sterling i index ^ — 7'- 
| Consumer prices* consumer prices forecast _ Producer prices* __Wages/earnings _ | All items 98.5 991 4 03 -225 
(LL. Amis! tyer 1998 99 3mis iyer— 3m! tyer © Food 21 dd 712 99. 
ia’ RC DIL ait ee E £313 silo —*05 "2805 | Industrial 
| Austria — — 7*1 09 * 09 an «€ 12. +15 — — - Se I NN CNN NONEM EN. NN ONE E 0 R3 
| MÉlum 0031 Os 14 «17 7 -28 £04 +33 «239. | Na 1011 102 + 14 -197 
| Britain £76 +37 hn +32 +28 +08 +10 un — 472 +54 Aw | Metals 78 753 + 26 -278. 
| Canada tS dO +13 4 18 04 -03An + 41 _+ 09 May — | SDR index IDE USE | 
| Denmark — — «433 £17 +20 526 * 10 - Ot un  *31 +39 No | Alitem 928 927 - 00 -20 
| France +23 * 10» — 10 DECEM CTS (0203 My +14 -*26q* | Food ^ 1056 0070 = 15 -193 
[sew | ee 50 03340 oe ee | ee 
| italy” exu A rM ocu oe (984m c 621, 425A S AN. c BNET. 803  * 17 -229 
| Japan 42.0 +00 un — +03 -02 ^  -09 -03 n ma - 01 May | Nfat 953 — 966 * 1| IBT 
| Netherlands -11 422m +22 428 - 34 -09 un +24 *28 un | Metas —— 733 ° 705 « 23 -264 |: 
| Spain unc ae R20. +25 —— -12 -02am +32 429 D itc | . —— "ree 
| Sweden ma 06 wn) «06 +i O 33 - 10) 08 *43 Ar | peor 29075 28695 - 26 -103 
| Switzerland — 08 + OF wt 02 409 -12 7 O09 we: na + 0.5 795; | Crude oil North Sea Brent 
| United States — « 20  « 17 m — mtf i8 c. 593. 089. 44 42 en perbatali  130.. - 1206 — 19 5348 
| *Not seasanally adjusted. "Average of latest 3 months compared with average of previous 3 months, at annual rate. * "New series. * Provisional. * Non-food agriculturals. 
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I 
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ARKETS Following Wall Street's lead, all ridh- -country bourses fell in the week to | B FARMING In OECD countries, total 
sth. On August 4th alone, the Dow Jones Industrial Average fell by 3.4%, as poor | payments to farmers through a combina- - 
gs reports blended with worries about Asia. | | tion of direct subsidies, cheap loans and — 

| | guaranteed prices ndis piducereub- 



















price indices : % change on 
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1998 one , one record Dec 31st 1997 
Aug 5th high low week | year high in local in $ 
: terms 






















in 1992-94.The arona L 
for nearly half of the ogci 
$150.8 billion. The ratio ofi 
also much higher in the £u ( 














































i 
i 
2887.2 27997 18131 ^ - 36 +2) O - 87  » 315 *332 — | America (16%). Luckily, the 
Germany —. 5,606325 Lena  AQUS o e 228 So m4 058.325.345. i neighbours seem to prefer 
Haly ATT — 16544 — 10532 = 42 — | *632 ue LU *312 | based farm policies : 
159922 172643 — 146644 ^ - 10 —'-188 ^  -589 + 48 ^ - 55 ]| 7 and 
11868 — 13156 ^ 8920 ^ - 47 ^ :*195 ^ - 98 + 299 ^  »318 | 








897. 0 
3,622.2 


947.6 
E 3,955.6 
v. 79432 8,412.0 



























































B5468 — 93380 — 75804 — —- 41 +35 — - 85 + 8&1 «BV 
World® — 1,0468 — 1,1430  — 8965 - 34 +74 — - 84 + 118 +18 
i i Morgan. Stanley Capital International index includes above markets and eight others, in dollar terms. 
| MONEY AND INTEREST RATES American and British government-bond prices rose as 
-| stockmarkets fell, as the likelihood of an increase in official interest rates in either country 
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| 

| 

i 

| 

| 

| 

| | 
diminished. European government-bond prices edged up in quiet trading. | 
: | | 

| 
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| 
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Money supply* Interest rates % p.a. (Aug Sth 1998) 
96 rise on yeat ago over-  3-mth money market : banks bond yields ~~ Eurocurrency - 
narrow broad oad night latest _ year ago : prime gov't! corporate 3mths bonds 
rali: +10.3 45.5 jun 5.02 505 490 875 546 6.00 513 530 
ria +58 +19 May 338 3.60 345  . 650 474 na na 554 
| +36 +5} Ap 348 356 363 725 475 596 363 439 | 
+55 «90 n 825 ^ 769 ^ 713 850 572 607 ^ 769 614 | 
#126 +49 wn — 465 — 503 328 ^ 650 ^ 5S4! 602 ^ 513 538 | 
...ha *27 un — 390 ^ 418 368  ; 675 — 482 ^ 702 . 419 3 470 | 
+10.0 *50 May 338 — 350 ^ 340 ^ 655 463 492 ^ 34! 433 | 
+62 +43 un — 339 — 353 — 328 ^  — 490 — 454 459 ^ 347 432 
+12.2 410.1 May 506 488 6.88 788 488 530 480 459 | 
+77 +35 wn 04! 062 ^ 054 ^ 163 154 129 ^ 045 099 | 
+71 +74 Ap 344 387 334 525 463 5.01 394 430 | 
4114 417 hn 475 435 533  . 700 480 509 436 446 | 
na +28 jn 4.00 418 424 461 £481 494 426 4.67 
eani +61 +03 voy 156 134 138 36 38 328 18 248 





E DT Ten-year bond rates (United States 30-year 5.65%, Japan No.182 1.2396). tuy 29th. 


E Narrow: ‘Mi except Britain MO, broad: M2 or M3 except Britain M4. Sources: Banco Arnbroveneto, Banco Bilbao Vizcaya, Belgian Bankers’ Assn, Chase 
iF Manhattan, CA iB investment Bank, Commerzbank, Crédit Lyonnais, Credit Suisse First Bostor!, Den Danske, Deutsche, Generale, J.P. Morgan, Paribas, Royal 
aper Bank of Canada, SE-Banken, Svenska Handelsbanken, WEFA Group, Westpac, Datastream ACV. Rates cannot be construed as banks’ offers. 
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: z | 

United States +09 +101 jun 554 551 556 — — 850 542 667 563 542 
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* Australia, Britain, France, Canada, Japan and United States imports fob, exports fob. AR others cififob. 11990100, Bank of England. *Excluding gold, IMF definition. 
SForward rates for delivery January Ist 1999, calculated by J.P. Morgan. §§Not seasonally adjusted. 


: | more han C$1.51 acaimist the American n dollar, which rose O. 5% in trade-weighted terms. 

a Trade balance*, $bn Current account , $bn Exchange rate Currency units per $ 

| latest latest 12 latest 12 mths trade-weightedt Aug 5th year ago per 

4 aa uo a BRUT VL A8 1€ — 18 9 318 1. Bu 

I. Australia ^ DAS UO. ~- 24 = 14.6 qQ 828 936 1.64 1.36 2.69 183 184  139Mw 142 

| Austria ~~ 129 Q8 - 49 o- 32 Mw 1036 1016 125 132 204 704 139 1384 20.1 May 206 
| Belgium + 087 Jan + 116 — ^ « 135 Ma 1031 1008 ^ 3365 ^ 387 ^ ^ 598 . 406 4056 ^ ^ 198 May 171. 

j Britain — —- 304 My = 266 — —- O20: ^ 1040 1039 — 061 LL MBA usd. ...52.68  ...30.3 Mar 352. | 
| Canada + 116 May + 137 2312 0 7BA 85.2 — 151 138 2.48 | 
| Denmark +012 Ap * 35 + 050: ^ 1059 ^ 1029 6.75 7.14 1105 381 à 2751 7/51 .168Mw — 167. | 
| France +t 241 May * 302. — + 503 Apr 1066: 082 683A 661 $659 86S Apr 302 | 
| Germany + 795 May + 75.1 + 39 May 104.9 101.4 177 1.87 2.90 S 197 197 799 May 816 | 
| italy —— 4 2.4 May + 269 305 Mar 763 . 75.0 1.748 — 1,837 2,860 987 1944 1949 495 Mw 434 | 
| Japan — «1170 Ms +1159 +1096 Ma, — 1074 1318 — ^ 144 119 236 ^ 814 160 ^ 158 ^ 2058 May 2206 - | 
| Netherlands + 0.87 apó5 + 164 —  « 221 Q4 — 1025 ^ 1001 & ^ 200 ^ 231! ^ 327 o 113  .222 222 ^ , 230 May — 275 | 
| Spain — — - 160 May - 193 — 4 Liaw ^ 773  & 761 150 158 246 X 849 ^ 167 — 167 ^ 676 M 627 | 
| Sweden + 132) + 174 — — * 55My o 846. 856 2 794 BO5 — à 1170 , 448 &X— 0884 — 884 ^— 129 Ma — 137 | 
| 
| United States -22.80 May -2146 16549 139: 1069 zo o  - ^ ^ 164 ^ 056 ^ i1! 112 ^  597Mm 570. 
| 
| 


Switzerland + 013 Ap + 02 + 21.1 Q1 105.5 : 105.8 1.49 1.53 2.44 0.84 1.66 1.64 33.8 May 35.5 | 
| 
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'UTERS The explo- 
: 1e Internet and tumbling 
prices have helped rc sales everywhere. In 
relatively mature markets, such as North 
America and Western Europe, households 
increasingly have more than one pc: old 
models are used as Internet access devices. 
That said, the number of households with 
PCS is climbing only gradually in these 
markets. In America, household penetra- 
tion is stuck at around 40%, suggesting 
that many people are put off by the com- 
plexity of PCs, their rapid rate of obsoles- 
cence and the costs of Internet access. Al- 
though research companies such as IDC 
expect PC shipments to grow by around 
12% a year for the next five years, new Inter- 
net appliances—such as smart phones and 
Web-enabled palmtop computers—will 
provide a cheaper and simpler alternative 
to PCS for many users. 
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ECONOMY Revised figures show that Hong Kong's Gp» fell by 2.8% (rather than 2.0%) in the | 
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year to the first quarter. South Korea’s current-account surplus rose to $23.4 billion in the year 
to June. Thai industrial output plunged 17.5% in the year to May. Russia’s 12-month inflation 


































































rate slowed again in July, to 4.2%. Turkey’s also fell, to 85.4%. | 
change on yearearlier — _ Latest 12 months, Sbn Foreign reserves, $bn 
GDP industrial Consumer Trade Current Latest Year ago | 
production prices balance account | 
China + 680 * 79 u$ — - 13 e —— 450 fun 4246 wer 140.93 wn — 12099 | 
Hongkong — - 28: — - 400: + 4055 168a  - &I ws 962 w 636 | 
mda — 43 imr + AS Mey + 10S may 70 My - 62m 266 ae 230 | 
indonesia — - 62 05 4107 Quo 595 m 4177 My - 580 169 A» o 195 | 
Malaysia — - - 18q - B6My + 62n + 38 My — - 48197 213 ax. 270 O | 
Philippines — « 170: - 717 & + 106 M - 76 My — - 380. T8 Ww — 104 — | 
Singapore + 56 QI - 45 May cO 93 im ~ 0.5 am +1 36a ENT 76.1" ape o 7905 0 i 
South Korea -380 -133.un + 73/4 22247 423A un 388 way 327 | 
Taiwan — «590 ^ Save + 09 * AB) «57m B44 wy 900 . | 
Thailand ^ — - 04:9 — -175 ww + 100m + AB yO 267 Wa 323 
Argentina. * 690 taan o t 12 o - 61 May i20 o oo 23.4 May ———— 195 0| 
Wad eio 5249 45m 67 me Xa Bim ST 
ji 309. 0350 — OIN 50m A 7 
Colombia — (lm 5789 «13  -3im 3385. $1 eS | 
Meke F660 Sue + dm — 48m DO Sia MS 
Venezuela 4 5] 49. — mi — 3900.9 d39. — « CO I0 7125 My — 12.6 | 
cea RR xoc Uu AT 6 M. UIRIN. 48m. ING m — 154 
bre o t160  -03w» ^ 42»  -67X  -31q 215 wy 165 | 
Portugal + 37 1997" + 78 My + 29 5 — -103 am - 65 Wy 153 ax — 152 | 
South Atia «10m — - 37» + 32m 152  - 190 ^ 44 og 217 | 
Tukey —— 4720 «86ww * 84m — -222 A 224M 3288. May —— 159 | 
Czech Republic - 0.9 q + 75 May — * 120 jun oe d o 39 9f. 11.0 May 10.0 PE 
Hungary — 430 ive Mie 109  — 1.0 360m $5 | 
pesca E NT m. 4 1921... -MeVw. dd — 23] de DI. 
Russia - 160 -25m + 42 414.7 aw + 33 Q4 96 my 159 | 
“Estimate. "includes gold. Visible and invisible trade balance. SNew series. 
FINANCIAL MARKETS Share prices fell throughout the world's emerging markets, as Wall | 
Street set the tone. Jakarta was hit hardest, plummeting 8.9% during the week to August 5th. | 
Istanbul suffered a 6.0% slide as worse-than-expected inflation figures worried traders. Seoul | 
fell by 6.3%. Euphoria generated by the Telebras privatisation faded in Brazil, where Sao | 
Paulo lost 6.8%. | 
E Currency units — , .. Interest rates _Stockmarkets _ % change on- 
per $ per £ short-term Aug 5th Dec31st 1997 | 
Aug 5th year ago Aug 5th % p.a. one “infocal in$ | 
week currency — terms | 
china 828 82:9 — 135 810 — 13913  - 04 3» 106 108 | 
Hongkong — 7/5 — 774 BT 7 953 7 A84 — - 44  - 384  - 3M | 
mda as — 357 o 695 — 773 3134 — -27  - i4 - 210 | 
ndonesia — 12900 — 2585 21110 5250 —— 4418 -89 + 100  - 532 | 
Maiya 44 18 — 67 103. 383 — ae | 
Philippines — 424 — 289 — (93 — "1263 18248 - $0  - BA -Bi | 
Singapore 1.72 1.47 2.82 5.31 1,052.1 ae 31.2 - 328 | 
South Korea 1.265 894 2070 ieo sze a | 
Taiwan — 345 287 564 — — Bub .  7a97 -35 2 aa ur 
Thailand 409 310 669 1550 —  — 2541 — - 36  - 318  - 197 | 
Argentina — 5 He uu eL AN Lu 048, en 05 j95. 198. 7 
Brazil CA E 0960. 2890. — 68 — 36 — 18. | 
Chile — — — 470 — aa — JU 178 40582 - 12 "- 14  - 2341 | 
Colombla — 1368 — LII? — 2139 73585 10778 x 03  - 247  - 388 . | 
Mexko —  —— 902 — 778 — 148 CL NARI MENGE TONO UE 
Venezuela 563 495 8920 4677 4,539.8 52  - 4716 = 530 | 
Greece 294 293 482 1277 | 2,6928 - 08 + 820 +754 | 
Wu — (0 wu 75« 7 8. ^7 9 5 9 5. 59 
Portugal — 18|— 0. 2j 431 $493 7 43 3 EI r4 
South ics — 616 ase 08 — 194; 8704 C38 5 83 BE 
Turkey 271,380 162,895 444,086 68.00 39774 — - &09 + 153 - 120 
Czech Republic — 308 347 50.3 14.09 471.7 - 14  - 48 + JA | 
Hungary — — T6. X6 — 33 31833 — 3859 . -438 88-1. | 
IC ER CONUS C TNMCY Be 
Russia eo $8| oaa 609) 141] — 42  — $43 G3. | 
Sources: National statistics offices, central banks and stock exchanges. Datastream ACN. EU: Reuters: Warburg Dillon Read; 1f. fargan, Hong Kong | 
Monetary Authority; Ceatre for Monitoring indian Economy; Bank Megara Indonesia; Malayan Banking, Philippines National Eronamic and Develepment | 
Authority, Hoare Govett Asia; FIEL, Baring Securities; Merrill .ynch; Bank Leumi Le-Israet; Standard Bank Group; Akbank, Bank Ekspres; Deutsche Sank; | 
Russian Economic Trends. i 
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Il luxury performance sedans with 8 airbags at a glance: 








i'ertake the BMW 7 Series, you have to offer more than sheer engine performance. We are waiting. The BMW 7 Series. 


Freude am Fahren 











220' U.S. DESTINATIONS. 


Count them. 





Please call your local United Airlines reservation office for details. 


= + - m 
Destinations include United Airlines and United Express* routes 


TED AIRLINES 
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NO.1 EQUITY BOOKRUNNER 


IN ASIA PACIFIC. 


Source: IFR Securities Data 


Credit Suisse First Boston topped the International Financing Review league table as bookrunner 
of equity transactions in the Asia Pacific region for the first half of 1998, raising US$1.5 billion 
through transactions in Australia, New Zealand, Taiwan and Thailand. Our commitment to the 
region continues to grow and is backed by our worldwide distribution capabilities. That’s the kind 
of performance you would expect from a leading global investment bank. 
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- Unequal opportunities 


 Sır—Your survey of "Women and 
work" (July 18th) missed out any 
reflection on the connection 
between political agency and a 
"woman-friendly" society. Is it 
merely coincidence that the 
Nordic countries have both 
good-quality child care and a 
more generous system of paid 
parental leave than other coun- 
tries, and the highest percentage 
of women politicians (at local 
and nationallevels)in the world? 
Women members of parliament 
represent women better than 


< their male counterparts in terms 


. ofinterest in and preference for 
» areas such as care, health, educa- 
tion and especially equality 


|- between the sexes. 


The dominant male norm in 
society, unconsciously accepted 
-by both men and women, pre- 
scribes that care, health, educa- 
tion and social welfare are “soft 
areas”, and that it is somehow 
regrettable that women, as a 
group, are interested in these 
areas. In fact they are stone-hard 
in terms of their demands on a 
nation’s budget and in forming 
national identity, not to speak of 
the enormous role they play in 


the life of most people. 
ANNE MARIE 
Stockholm BERGGREN 


Sin—Biological factors receive 
scant attention in your survey. 
Only women possess the ability 
to give birth and to nurse new 
human beings. That "biology is 
destiny" rankles many but it 
would be foolish to submerge 


The Economist, 25 St James's Street, London SWIA IHG- FAX : 


basic, unalterable biological dif- 
ferences under ideological 
debate and econometric studies. 

So could men and women 
ever enjoy equal status in the 
workforce? Nine months gesta- 
tion and subsequent recovery 
from giving birth is less than per- 
fectly compatible with a full-time 
job outside the home. Men are 
not subject to this natural limita- 
tion, so should we be surprised 
that, other things being equal, 
they continue to be the favoured 
sex for many jobs? 

No reasonable person argues 
against equality of the sexes in 
general. But until the real differ- 
ences between men and women 
are fully appreciated, plans for 
“equalisation” of the sexes in the 
family, workplace and elsewhere 
will ultimately be frustrated. 
Charlottesville, 

Virginia JAMES HEETDERKS 


SiR—Às long as it is assumed that 
the balance between work and 
family is only a woman's prob- 
lem it will not be tackled serious- 
ly. Experience shows that the 
only way employers can improve 
this balance is by changing the 
whole culture of the workplace, 
with (male) senior managers set- 
ting an example. For a woman to 
take time out reduces her career 
prospects; for a man it will more 
likely destroy them. 

Society imposes stereotypical 
roles on both sexes, practically 
from birth. Any person stepping 
out of role—women into work or 
men into child care—faces ob- 
struction and sexism. As a man 
try taking your child to the local 
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“mums and toddlers" group; you 
will find not so much a glass ceil- 
ing as a glass inner-circle. 
Crickhowell, 


Wales DUNCAN FISHER 


SiR—By far your most shocking 
revelation is the claim that a 
mere 77.8% of American “wait- 
resses" are female. The implica- 
tion that 22.2% of them are male 
suggests that a survey of the hith- 
erto-ignored role of transvestites 
in the labour force is in order. 

Warsaw NATHANIEL ESPINO 
gata Sa Ie Oe RE EM 


Curing Japan 


Sig—Paul Krugman (Letters, 
August Ist) states categorically 
that “expected inflation raises 
the interest rate by the same 
amount—no more." He must not 
be aware of the extensive litera- 
ture (both theoretical and empir- 
ical) that argues that in a world 
with progressive income taxes 
nominal interest rates must grow 
by more than expected inflation. 

Vito TANZI 


Washington, DC IMF 


Sig—It is premature and ill- 
advised to prescribe a highly 
experimental treatment to cure 
Japan's sick economy, for two 
reasons. First, traditional medi- 
cine—real institutional change, 
comprehensive deregulation, a 
clean-up of the banking sector 
and some well-chosen consumer 
spending incentives—has never 
been administered in the correct 
dose or for the right duration. 

Second, the unknown and 
potentially powerful side-effects 
of a sustained policy of deliber- 
ate inflation could easily make 
matters worse. It is naive to think 
that China will sit idly by as the 
yen depreciates against the dol- 
lar. This could unravel 50 years of 
global trade co-operation as pro- 
tectionist pressures mount in 
America and other developed 
countries, to resist the tidal wave 
of Asian exports, 

Japan has already endured 
eight years of irresponsible poli- 
cy-making and has nothing to 
show for it. Given the risks of the 
“credibly irresponsible” policy 
suggested by Paul Krugman and 
others, would it not make more 
sense to apply three or four years 
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of a conventional, well-tested 
and "incredibly responsible" 
policy first? 
Upper Montclair, Montclair 
New Jersey State University 
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Air mail 


Sin—Robert Ayling's predictable 
response. (Letters, July 25th) to 
your leader opposing the BA-AA 
alliance is flawed. The 267 slots 


| that the European Commission 
has proposed be released would 


be insufficient to retain viable 
competition in the air transport 
market between Britain and 
America. This derisory number 
of slots, equivalent to 19 daily 
flights, would be split between 
Heathrow and Gatwick airports 
and then shared between six 
American and two British air- 
lines. No airline would have suf- 
ficient slots to compete effective- 
ly with the high frequency levels 
Offered by Ba-AA. Passengers 
would face higher fares and less 
choice. Therefore, the alliance 
should not be allowed to proceed 
under the terms proposed by the 
EU commission. 


STEPHAN EGLI 

Vice-president 
London Delta Air Lines 
RECTORE EEE ENL PEE gel ne blo ke ARR AE E i 
Back issues 


Sig—Institutional memory ap- 
pears not to be your strong suit. 
You attribute the origin of the 
notion of "Asian values" (July 
25th), as a positive force for devel- 
opment, to “some Asians" in "the 
early 1990s". In fact its origin was 
Roderick MacFarquhar in The 
Economist (February 9th, 1980). 

That you have forgotten this is 
dismaying, since his article was 
doubly important. First, 
although you had taken a lead in 
paying attention to Japan, other 
countries in the region and the 
generality of growth werestill not 
widely noticed beyond specialist 
circles. Second, at the time, this 
line of argument was fresh and 
bold. In particular, the insistence _ 
that economic analysis must be | 
complemented by attention to- 
political, social and cultural vari- 
ables remains as true now as it 
was in 1980. 

Finally, the moral of this 
episode is to endorse a strand in 
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Asian m ignored byyour arti- 
cle. In my experience East Asians 


have a stronger sense of history 
than is now the case in the West. 
It would be inconceivable for a 
Korean journal to so forget itself 
as you have done in this case. 


‘Shipley, _ ÀIDAN 
West Yorkshire | FOSTER-CARTER 
VIAAL Sa ie A ee od — se 


“Taxing questions 


SiR—You rightly tell European 
governments not to make such a 
fuss about “harmful” tax compe- 
tition (“No harm done”, August 
ist). But one can go further than 
encouraging them to control 
their spending. They say that tax 
competition leads to lower taxes 
on capital and higher taxes on 
labour, which leads to unem- 
ployment. This assumption 
should be challenged. 

Capital exists only because at 
some time in the past labour was 
applied to natural resources. 
Increase the future demand for 
capital (by taxing it less) and you 
increase the current demand for 
labour. In the long term the mix 
of taxes on labour and capital 
may make little difference to the 
. proportion of labour in the eco- 


nomic resources used. 
RICHARD BARON 
London Institute of Directors 


TOPPED RUE NES EEEN IELI Ac Ss ERE 


Putting Britain first 


SiR—The late 1980s boom in 
Britain was fuelled, not followed, 
by inflation ("Britain's next reces- 
sion", July 25th) Chancellor 
Nigel Lawson's shadowing of the 
p-mark entailed heavy interven- 
tions by the Bank of England to 
sustain parity. His prime minis- 
ter, Margaret Thatcher, preferred 
to let the pound rise against con- 
tinental currencies, and watch 
the boom blow itself out. Instead, 
Britain joined Europes ex- 
change-rate mechanism with de- 
vastating effect on its real econo- 
my. No doubt that was the price 
to pay for the British government 
being able to take a seat at the 
negotiations on Europe’s future, 
culminating at Maastricht. 

Next year, Europe will have 
very different foreign-exchange 
markets. A repeat of this past 
drama will only be avoided if 
Tony Blair and Gordon Brown 
focus first and foremost on the 
British economy, and worry 
about influence in Europe as a 
secondary consideration. Maybe 


6 


‘that is what the chancellor 
‘means by taking Britain's eco- 


nomic interests into account on 

matters relating to Euroland. 
JONATHAN STORY 

Fontainebleau INSEAD 


Predictions of doom 


SiR—You raise doubts about the 
accuracy of econometric models 
in predicting currency crises 
(‘The perils of prediction", 
August ist) but fail to acknowl- 
edge the most powerful aspects 
of these tools for today's invest- 
ment community. 

Exact timing is far from the 
point of these models. Indeed, 
given the difficulty ofincorporat- 
ing key factors and the frequent 
time-lags in relevant data, it is 
understandable that the models 
are weak on predictions of tim- 
ing For example, based on 
almost any econometric model, 
the rouble should have collapsed 
by now~—on April 24th, the J.P. 
Morgan "Event Risk Indicator" 
you cite assigned a 99.1% likeli- 
hood of a 10% currency fall over 
the next month. But how do we 
include in a model the potential 
rescue of Russia through an IMF- 
led financing plan? 

High risks of devaluation are 
usually reflected in high interest 
rates on domestic instruments. 
For example, in Venezuela short- 
term rates hover near 50%. In 
these situations, the models can 
prove very powerful. They can be 
used to estimate not only the 
probability of a currency jump, 
but also the new equilibrium 
level at which the currency might 
settle if such a jump should 
occur. With this information, we 
can calculate intervals for expect- 
ed foreign currency returns on 
domestically denominated 
instruments with a high degree 
of confidence. 


Boston JAVIER KULESZ 


Sır—The peril of using models to 
predict currency crises is not that 
they will fail but that they will 
attract enough believers to 
become self-fulfilling. Predic- 
tions of doom, whether they are 
theoretically sound or not, will 
provide the final push to a crisis 
if enough speculators are acting 
on them. These are undoubtedly 
financial tools which the world is 
better without. 

ids Kong WiLLIAM KWAN 
ENTRETIEN hi OB ae Nk # 


Christian tolerance 











SiR—Your analysis on the plight D 
of Christians in the Middle East 
("As christians vanish from their 


cradle", July 18th) corrects an oft- 
heard commentary on the 


region. Israeli sources frequently. 
cite systematic Islamic persecu-. — Also 
seeking tobecomea global player 
until the Indian government 


tion as the motive for flight. 


I served as director of the Pon- 


tifical Mission for Palestine (a 
Vatican agency) based in Jordan. 
In one country after another, | 
have found just the opposite. 
King Hussein, Yasser Arafat and 
even Saddam Hussein have been 
routinely supportive of Catholics 
and Orthodox Christians alike. 
They regard them as well educat- 
ed, well connected foundations 
for the future. Where Christians 
do suffer discrimination it is that 
which occurs against a minority 
in most societies when people 
compete for jobs and housing. 

Outside Israel and Palestine, 
the recurring theme of departing 
Christians is their decades-long 
frustration over wars, totalitari- 
an governments, depressed 
economies and inadequate 
social services. Their second-class 
status is the last straw. 

Inside Israel they cite these 
same issues despite an obviously 
thriving infrastructure and the 
facade of democracy. As Arabs 
they are not permitted to expand 
their own homes for additional 
children or even to secure prop- 
erty deeds. This subtle ethnic 
cleansing by bureaucratic meth- 
ods defeats any hopes Christians 
have of building a future. 

We can beg for them to sacri- 
fice and remain. Or we could 
upgrade our efforts for human 
rights from Muslim societies and 
the Israeli government. 
Hinesburg, 

Vermont WILLIAM CORCORAN 
pean Anse mace tes aea SOR Cea E TRES arias MUR 


Reliance in India 


Sig—1 must take issue with the 
central theme of your article on 
Reliance (July 25th). You say that 
Reliances competitive position 
depends partly on sheltering 
within a domestic Indian market 
protected by high import tariffs. 
This is fundamentally inaccu- 
rate. Reliance neither seeks nor 
needs tariff protection. The rea- 
sons why, in the short term, we 
prefer to remain focused on our 
domestic market are much more 
straightforward. First and fore- 
most is the sheer scale of the 






| tunity - 
economy wire GDP P growth fore- 
. casts of 6-796 over the next two 


years. As the expansion of the 
Indian middle class gathers 
momentum arxi disposable 
incomes rise, so our core markets 


E expand at double- a rates. 





eis little point in 





allows its domestically domi- 

ciled corporations full capital- 

account convertibility. The gov- 

ernment has never freely 

allowed, and continues to con- 
trol, the movement of capital 

overseas to acquire foreign assets. 

MATHEW PANIKAR 

Chairman 

London Reliance Europe Limited 


Sig—Reliance is a company that, . 
in a country where apparently it 
is the “done thing”, has mastered 
the game of political relation- 
ships to the highest extent, whilst 
at the same time building a first- 
class manufacturing infrastruc- 
ture. What is wrong with focus- 
ing on a home market of some 
800m people, where there is a 
structural shortage of both fin- 
ished oil and other petrochemi- 
cal products? I am quite sure that 
when the moment comes that 
India's market faces near satura- 
tion the Reliance management. 
will spread its wings beyond the 
mainland. 

Singapore JACQUES PELT 
ucc MET TEC SEU POPID REN NEST - 


Non merci 


Sir—Carole Tongue (Letters, 
August Ist) knows perfectly well 
thatuseofthe words him, his and 
he does not indicate a presump- 
tion that "only a man could do 
the job" of running a common. 
security and foreign policy for- 
the European Union. The real. 
problem with Monsieur PESC 
the presumption that he woule x 
have to be French. ae 
Lausanne 








JAMES Gass i 


On reflection 


Sır—The bear on your cover. 
(August 8th) is enjoying a view of | 
a graph that rises sharply. It is. 
only us, seeing the image in- 
reverse, that think the line on the 
graph is falling. 
Monterey, 
California 
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UNITED NATIONS Aid KAPY NATIONS UNIES 


UNITED NATIONS OFFICE IN NEV YORK | 


DEPUTY DIRECTOR, — | 
STATISTICS DIVISION (D-1) 


The Department of Economic and Social Affairs (DESA) in New York | d. 
has an opening for the position of Deputy Director, Statistics Division. » 
The Deputy Director works with the Director in the formulation, plar 
ning and direction of the statistics programme of the United ? 
Depending on the abilities and interests of the selected c | ep 
Director will be able to manage and direct specific programm 








MENTS 


IR Advanced university degree in statistics 

ematics or economics and demonstrated professional i 

statistician. Minimum fifteen years of progressively responsible expe 
rience including experience in the management and coordination of sta- 
tistical activities. Substantial experience as a statistician at à National. 
Statistical Office is an asset. Fluency in English, both oral and written, 
is required for the post. Knowledge of other official UN languages i is 
highly desirable. | 


Preference will be given to equally qualified women candidates: eer ona 





ATION: Depending on professional b: ck: ound 
ad. experience, annual net salary from US$ 
corresponding entitlements. Closing date for receipt of app 
1 October 1998. Detailed curriculum vitae including date of birth anc 
nationality should be sent to: 98-M-ESA-184-NY/CB, St port | 
Section, Office of Human Resources Management, Room S-2560K, 
United Nations, New York, NY 10017, USA. 


Fax: (212) 963-3134 
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: e Pak Telecom Mobile Limited (PTML), : a subsidiary of Pakistan Telecomu caion Company Limited ( PTCL),. is. preparing t to dud its is celta ar operations WE 


in the country in competition with the three existing operators (in operation for over 5 years). PTML, as an independent subsidiary plans to provide state-of- 


the-art mobile communication services throughout Pakistan with an ambitious plan for geographical DU 





and customer base. PTML is looking for 





to help establish and operate its cellular business. The positions will be bead in Islamabad and offer highly attractive compensation packages including 


? cab corresponding to ii standards of other canons pen in Pakistan. 





r. The "—" candidate will: 
i: + have the ability to manage, in a tight schedule, large and complicated 
projects with a wide geographical spread, 
.*büildup a core team of experts to develop the network, organization, 
- marketing and distribution systems, customer services and other areas 
[ pertinent to the creation of a new business venture, 
1 ^* develop the organization structure and operational procedures 
independent of PTCL and in line with the best commercial pince in 
"o. the mobile communication industry, 
* interface with equipment suppliers and project financiers and monitor 
the project implementation, 
* develop project financials for regular review with the Board | 







The candidate must be a telecommunication professional with at least 15 
years experience, Candidates with experience in establishing and | 
] managing cellular networks will be preferred. Once the business is fully 
|. established, the Project Director will continue to provide the leadership 
role as the senior executive in the operation of the business. An advanced 
l engineering degree and proven track record of managing projects and 
people is desirable. | 
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An MBA or post graduate qualification in the relevant field is a plus. The |. 


position will be for an initial contract period of three years, which i is extendable. 








The successful candidate will have an expert knowledge of the plani, ofa [f 
cellular network based on topographical maps and metropolitan land record as f 
well as proven field experience of network planning, preferably in. Pakistan. | 
The successful candidate will lead a team of engineers required to perform field f 
trials. The candidate must have the ability to develop à network planning f 


sohition and optimization for the PTML network. The candidate should be a 
telecommunication expert with 5-10 years experience with an advanced 
engineering degree and proven track record of planning complex cellular 
networks. 





Supporting the Project Director, the Project Manager will be the key interface 
between the Project Director and the teams performing the Engineering, 
Network Planning and Commercial Contract activities. The Project Manager 
must possess an engineering degree with 5-10 years experience including 
experience of project management of telecommunication projects. 





Please send your CV and cover 
letter by fax or mail or e-mail by 
August 31, 1998 to: 
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Human Resource Manager, | Pak Telecom Mobile Limited, 
Headquarters G-8/4, Islamabad, Pakistan. 
Fax: (92-51)282936, Email: ptml@paknet2.ptc.pk 


Candidates of Pakistani 
origin will be given 
preference 





Economic Advisers 
UNDP 
Burundi and Guinea Bissau/Cape Verde 


The United Nations Development Programme (UNDP) is seeking 
Economic Advisers to work in Burundi and Guinea Bissau/Cape 
Verde country offices. These two critical positions offer selected 
candidates the opportunity to provide high-level policy advice and to 
have a substantial impact on the country office strategy for achieving 
sustainable human development. Each selected candidate will serve 
as the focal point for macro-economic and sector policy analysis in 
the country office. 


Under the supervision of the Resident Representative and/or 
Resident Coordinator of the country office, the Economic Adviser 
will advise and engage in on-going dialogue with government coun- 
terparts and other key national players on issues relating to policy 
development and the mobilization of human and financial resources 
to attain strategic development goals. The Economic Advisor will be 
responsible for advising on the design and implementation of multi- 
donor financed programmes for capacity building in economic 
management, and for strengthening the policy analysis capacity of 
the country office. 


Qualifications: 


Requirements include a postgraduate degree (Master's minimum) in 
Economics with strong orientation in development economics; 7-10 
years’ experience in providing high-level economic policy advice, 
preferably in the public sector and/or with the private sector in 
Africa; work experience in Africa; and fluency in one, and a good 
working knowledge of another, of the following languages: English, 
French and Portuguese. Work experience with an international 
organization or within the UN system and experience on matters 
relating to poverty, gender and the environment are assets. Strong 
interpersonal and report writing skills, coupled with the ability to 
project high credibility, are essential. 


UNDP offers a competitive salary and benefits package. Interested 
candidates should forward a detailed curriculum vitae and salary 
history, no later than 3 September 1998, to: Executive Officer, UNDP 
Afríca, One United Nations Plaza, New York, NY 10017, USA; FAX: 
(212) 906-6310. Reference: Economic Advisor for Burundi and 
Guinea Bissau/Cape Verde. Qualified women are strongly 
encouraged to apply. We will only be able to respond to those 
applicants in whom UNDP has a further interest. 
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INTERNATIONAL DEVELOPMENT (USAID) 
ovo inzambia —— 
is accepting applications for the position of 





LAS SLE NU 


""aHj' FOOD SECURITY POLICY ANALYST 


The U.S. Agency for International Development (USAID? office in Lusaka, Zambia 
requires a qualified Food Security Policy Analyst ESPA). Employment is expected | 
to begin in October 1998 and is for an initial period of two years. The FSPA will be | 
based in Lusaka and will have offices within USAID /Lusaka and will be a member 
of the Rural Income Strategic Objective Team. USAID Zambia wishes to assist 
government, donor and agribusiness investments by contributing to Zambian f 
analyses and discussion relating to alleviating rural poverty. and food insecurity. f 
USAID /Zambia supports private business-based solutions, including greater 
reliance on regional markets and agribusiness, to rural poverty and food insecurity. 
The basic functions of the FSPA includes: i 
(A) analyze how national and household food security are being affected by . 
liberalization and how rural families are adjusting to a liberalized agricultural 
sector; l l "Nc 2 : : 
(B) assess how Zambian participation in regional primary and processed 
commodity markets affects food security and rural poverty; and 
(C) recommend how policies can be developed and/or improved to achieve 
success. The FESPA will have lead responsibility for all tasks and on-going work 
relating to food security analytical issues. This includes presentation of 
analytical findings to government, NGO and donor groups. 





Qualifications 


Graduate degree in Agricultural Economics, Agribusiness, Economics or Public 
Policy. Extensive field experience in relevant agricultural development and food 
security policy positions in Africa. Experience with agribusiness, or in developing 
agribusiness support programs is desirable. Familiarity with USAID's food security 
policies and documentation procedures is an important selection factor. Excellent 
writing and analytical skills are mandatory. 

Interested and qualified persons should submit applications by September 1, 1998 
with a detailed curriculum vitae and salary history to the address below. Faxed and 
e-mail (FSPAQusaid gov) applications are acceptable. 


US Address: Executive Officer, Internat’ Executive Officer, 
USAID /Zambia USAID /Zambia 
Lusaka, Dept. of State 351 Independence Ave. 
Washington, D.C. P.O, Box 32481 
20521-2310 Lusaka, Zambia 


Telecommunications: (Fax) (260-1) 254-532 — (Phone) (260-1) 254303 
**Only short-listed candidates will be contacted" * 


THE AFRICAN DEVELOPMENT BANK GROUP 


The AFRICAN DEVELOPMENT BANK GROUP is an international finance 
institution established to foster economic growth in Africa. The Bank is owned by 
53 African and 24 non-African countries. It is based in Abidjan, Cote d'Ivoire, 
Nationals of the Bank’s member countries are invited to apply for the following 
positions: 


DIRECTOR, PRIVATE SECTOR DEPARTMENT 


Leads the Bank's initiatives and programmes in private sector development, 
including privatisation, through the provision of loans, equity, guarantee and 
advisory services, builds and manages a team of technically strong, highly 
motivated professionals and ensures the timely delivery of high quality cross- 
support services. Experience in managing a full range project activities, preferably 
in an international or mutilateral organization is required. Candidiates must have 
at least a Master's degree or equivalent professional qualification in the related 
field. They must also have a minimum of 10 years experience, including 5 years in 
senior management capacity. | 


DIVISION MANAGER IN THE TREASURY DEPARTMENT 


Candidates must have an advanced university degree in Finance/Banking, 
related fields or Engineering. They must also have at least 7 years of professional 
experience in banking, consulting or a comparable professional practice. They. 
must have a good knowledge of product structuring, deal-origination and risk 
management concepts; an understanding of fixed income securities, derivatives 
and equity products. 





General Requirements: 


Familiarity with modem software applications. Ability to communicate 
effectively in English and/or French as well as excellent writing skills in either 
language. Proficiency in both languages will be an added advantage. 

The Bank offers an internationally competitive tax-free salary and attractive 
benefits package. ae E Au 
Applications with complete curriculum vitae must be sent before 30 September 
1998 to the address below. Women are encouraged to apply. Due to the large 
number of applications expected, only shortlisted candidates will be contacted. 
Applications received after this date will be. considered for future vacancies. > — 

RECRUITMENT AND STAFF DEVELOPMENT DIVISION - 
HUMAN RESOURCES MANAGEMENT DEPARTMENT 
AFRICAN DEVELOPMENT BANK - 
01 B.F 1387, ABIDJAN OL.COTE D'IVOIRE 
Website: http//www.afdb.org 
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. THE Qi TRAINING CENTRE OF 
INTERNATIONAL LABOUR ORGANIZATION, TU RIN DOREM 


seeks 


a PROGRAMME OFFICER l 
Regional Programme for Asia and the Pacific, Training Department 


















à and the Pacific is one of the five regional programmes which characterize the structure of 
international Training Centre of the International Labour Organization: The Regional 
gramme for Asia and the Pacific is set up and geared toward eevee training 
rogrammes with particular reference to Asian Countries. 


The Programme Officer will work as a member of the Asia and the Pacific régional team in 
"laboration with and under the direct supervision of the Regional Programme Manager. 
e/she will develop, administer and implement country specific training activities, with 
pecial reference to activities for Chinese-speaking target groups, and act as activity manager 
r muning activities, l . 


Educa ioni firs devel: university degree in social science, economic development, human 
i evel iment or other related field. dede ad qualifications in education and/or 


y te identify and analyse problems and to take adoptive action. Ability to 
ë clearly orally and to write clearly and concisely. Practical knowledge of at feast 
e technical subject area relevant to the programmes of the ILO (Le. employment, 
ternational labour standards, Rumian resource development, vocational education, etc.). 
Knowledge of or experience utilizing computers including word processing and other 
| software. Ability to work ina team, including establishing and maintaining effective working 
relations with people of different national and culture backgrounds. 


H . The position carries the P3 grade in the United Nations grading structure. dudes salary and 
wE other benefits of the international civil service. One year contract, renewable, Duty station: 
Turin, Italy. Please visit the Centre's webpage: http:/ / www.itcilo.it E 


|. Detailed job description can be requested to the address indicated hereunder. 


^1 Applications : 
;j Please send detailed CV (quoting reference 9/98) not later than 30 T 1998 to: 
Personnel Office, International Training Centre of the ILO, 125, Corso Unità d'italia, 10127 
SE TURIN {Italy}-FAX: 439 11 6936699 - e-mail: PERS@itcilo it. : 


x The ILO is an equal opportunity employer. Acknowledgements will onlv be sent to short-listed 
c candidates. 


INTERNATIONAL CENTER FOR bees AQUATIC RESOURC ES MANAGEMENT 


member of the Consultative Group on International Agricultural Research: (CGIAR), the 
International Center for Living Aquatic Resources Management (ICLARM) i is an international, 

.] non-government, non-profit scientific institute conducting fisheries and aquaculture research 
ods dn tropical developing countries. The Center requires a highly competent mud motivated 
cF individual to fill the following positions: 


SENIOR AQUACULTURE SCIENTIST / OFFICER-IN-CHARGE, 
ICLARM BANGLADESH OFFICE 


| ICLARM invites applications for Senior Aquaculture Scientist to implement a | collaborative 
2] inland aquaculture research program with the Fisheries Research Institute of Bangladesh and 
other agencies, He/She will be based in Dhaka, Bangladesh, and assist in the preparation of 
research plans and methodologies and implementation of research programs to assist the 
development of integrated aquaculture-agriculture farming systems in line with ICLARMS's 
pproved Medium Term Plan 1998-2001. As Officer-in-Charge, he/she will also manage 
CLARM's Bangladesh Office and liaise with ICLARM's Head Office and various Bangladesh 
neies, as will as overseeing administrative and management support to various ICLARM 

ects in Bangladesh. 


person must hold a PhD in biological science (e.g., aquaculture, fisheries, etc.) with a 
track record in research and research management. He/She must have had significant 
nce in-working with developing countries research institutions and willing to 
rtaké extensive in-country travel and field work. Excellent administrative and 
fhimuhitation skills are required. 


RESEARCH SCIENTIST / PROJECT LEADER 


CLARM invites application for a Social Scientist as the Research Scientist level under the 
olicy Research and Assessment Program (PRIAP) to be based in ICLARM headquarters in 
fanila, Philippines, The current vision of the Program emphasizes three major thrusts: (1) 
ological economics; (2) policy analysis; and (3) impact assessment. As project Leader, e 
ppointee will be responsible to provide research directions to large project on fisheries co- 

nagement which is entering into a second-phase starting January 1999 and to the project 

nagement and research activities with the project partners in the Institute for Fisheries 
lanagement (IFM}, Denmark and National Aquatic Research System (NARS) partners in Asia 
nd Africa. As a member of the Program, appointee will provide assistance to the Program 
eader in program planning, development project concepts and proposal writing. 


| The applicant should have PhD in agricultural economics, resource economics, political science 
er a related social science discipline with five years experience including international 

_4 exposure. 

s] ICLARM offers internationally competitive remuneration paid in US. dollars and 

D] comprehensive benefits package. Initially the positions will be for three (3) years, with a 

| possibility for extension. 

Cl ICEARM is an equal opportunity employer and welcomes all applications: ties of 

C3 gender, nationality, ethnic origin, religious persuasion or political beliefs. a from 

women and developing country professionals are especially encouraged. 





Interested applicants should send current curriculum vitae, photocopies af supporting 

documents and names of three (3) professional references (including telephone, fax, and e- 

^ mail address, if available) before 15 September 1998 in confidence to: The Human Resources 

51 Manager ICLARM, MCPO Box 2631, 0718 Makati City, Philippines, Fax No.: *632 8163183 and 
Ei aed Ee A. baseline data com, 
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United Nations Office for Project Services 








In order to find solution to the problems posed by poverty, 
governments are engaged in the process of creating an 
technical support and the training methodology nec 
national teams in order to enable them to car 
development strategies. In support of this UNOPS: 
Regional Project RAF/97/0 16 (National Long 
Studies, NLTPS) a fully bilingual (French, Englis 
Population. Specialist with duty station in Abidjan 
Terms of reference are as follows: 


POPULATION AND ENVIR 
SPECIALIST 


. Provide leadership to the core team in the in 
and environmental issues to the NLTPS process 








































bo 


. Undertake research in long-term implications.o 
they are likely to impact African developme: 
of health, education, food and water secu 
migration, capacity-building and conflict reso uti 
particular. 















3. Provide leadership in the devalomiient s of 
environmental component of the sub-regional an | 
perspective. 













. Coordinate with relevant agencies and organization 
population and environment matters so as to: 
















a.Provide for the core team the benefits. of th 1 
knowledge available in these organizations. 





b.Share the expertise of NLTPS core team by providing. o 
enhancing the long-term strategic thinking capacity of. these 
organizations. 


5. Contribute to integrating models and quantitative. e ch nique $ into | 
NLTPS methodology. E 


. Advise the project developments in demography and populatio 
projection tools. x 


POLICY AND ISSUES ANALYST 


1. Develop strategies and tools for the policy analysis component of the 
NLTPS process. E 


2. Design and organize seminars and workshops in the area of policy 
and analysis. 


3. Develop training materials and programs in policy and issues 
analysis. | 


. Advise the regional project and national teams on the linkages 
between NLTPS phases, policy analysis and strategic issues analysis. 


5. Manage the regional perspectives and strategic policy studies. 


. Assume primary responsibility within the team for conducting the d 
policy and issues analysis aspect of the sub-regional and regional 
long-term strategic studies. 


7. Work with groups of experts to produce reports on key issues and 
emerging trends of strategic importance to Africa (including science 
and technology policy issues) 


Interested candidates are invited to submit a cover letter and curriculum | 
vitae by 30 August 1998 to the following address and fax number. 
Marylene Spezzati, chief Division for Africa United Nations Office for ` 
Project Services REF.: RAF-97-016 Policy and Issues Analyst 220 East 
42nd Street New York, NY 10017, USA FAX: 1 212 906 6501 
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1/3 of the Largest Electronics & Industrial Companies use QAD 






ems Up and Running Today 





QAD, a leading enterprise software supplier, and a 
Origin, a global implementation and support provider, => WES 
| m deliver the world's fastest best-of-breed ERP solutions. . ; E : E 
e The speed to ru 


QAD GLOBAL MARKETING. 6450. VÍA REAL. CARPINTERIA, CALIFORNIA 93013 USA, TEL: +1 800 218 3434 X477 (USA Oft 
ARAD. Tha RAD inge. and MASSES are uydeliares nbochgcieved teadePrirkno oí DERD ep All athe: nYsdzcztnh eae oe SEPALS Caufield are used Fue dubeSTISIuGIIGD Buffe4E daii gne ENTE. $ 
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Target: America 


HO did it? The usual Islamist suspects 

are being laid out for inspection. Since 
some of these “suspects” are truly suspect, 
they could well include the criminal mind or 
minds behind the twin car-bomb explosions 
at the American embassies in Nairobi and 
Dar es Salaam which on August 7th killed 
more than 200 people, including 12 Ameri- 
cans. But for the moment—which could turn 
out to be quite a long moment, as the United 
States embarks on arduous investigations— 
their identity, arrests in Tanzania and 
sightings in Kenya notwithstanding, is specu- 
lation only. 

Yet the message the terrorists delivered, 
unsigned and amorphous though it was, is unmistakable: 
they set out to hurt America and Americans, although the re- 
sult was mainly to kill Africans. This strengthens the general 
supposition that the guilty men have some Islamist or Middle 
Eastern connection—with the rider that nobody should forget 
the false leap to Islamist judgment after the Oklahoma bomb- 
ing in 1995. 

East Africa is unaccustomed to this particular form of vio- 
lence. Although there are sub-Saharan Africans who hold 
strong grudges against America (Somalis, for instance, in 
whose country America carried out a clumsy intervention, or 
Rwandans, whose rescue it stood back from), it seems im- 
probable that such people would be prepared or equipped to 
exact so co-ordinated a revenge. Sudan, where America has 
been trying, through Sudan's African neighbours, to under- 
mine the Islamist regime, links Africa to the Middle East. In a 
Middle Eastern context, this kind of terrorism is slightly less 
baffling—and certainly less uncommon. 

America is by no means the only victim of international 
terror, but it is a particularly attractive target for a new sort of 
anti-West, anti-everything terrorist group, which typically 
lacks a clear agenda but harbours a deep grudge (see pages 15- 
17). It is also, however, a butt for grudge-bearers with an 
agenda, especially in the Middle East. And it is here that it has 
from time to time—in the past in Lebanon, recently in Saudi 
Arabia—been an outstanding target for terrorist attack. 

Why should Middle Easterners be suspected of bearing 
hostility to the United States so bitter that it encompasses 
mass, indiscriminate murder? America, after all, has done 
much for the region. It led a coalition of forces to drive Iraq 
out of the Arab country it had occupied, it keeps some 35,000 
servicemen in and around the Gulf to protect weak, wealthy 
states from predatory neighbours, it has toiled assiduously to 
further peace between Israel and the Arabs, it offers a way of 
life that most find enviable. Good things, all of them, to have 
done or to have. Yet all can be, and frequently are, turned 
against the United States. The mirror-image ofthe credits look 
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like debits to many Arabs. America, these crit- 
ics argue, has ruthlessly pursued a personal 
vendetta against Iraq’s Saddam Hussein, the 
presence of its troops on Arab land has be- 
come an offence to their hosts, it has been 
jelly-soft with Israel, its liberal culture cor- 
rupts devout Muslims. 

Familiar accusations, often trotted out, 
and surely no murdering matter. There is 
more to it. America’s vulnerability is an ad- 
junct of its peculiar strength. As sole surviving 
superpower, without benefit of false mod- 
esty, it stands out distinctly from the crowd, a 
potential target for snipers. Sometimes Amer- 
ica discreetly masks its pre-eminence in col- 
lective action. Sometimes it chooses to push ahead on its own, 
not hanging around to gather a consensus from fellow mem- 
bers of the UN Security Council or from the European Union. 
It boldly takes the lead. Its trouble, particularly on Middle 
Eastern issues, is that it often remains alone. 


Right or wrong, America first 


Disagreements between America and its allies on Middle 
Eastern issues tend to be crudely interpreted in the region. 
The result, in Arab and Iranian ledgers, is that the United 
States is entered on the “wrong” side, most of the rest of the 
world on the “right”. On Iran, for instance, America has pur- 
sued a much harsher line than other westerners (and remains 
the Great Satan to hardline Iranians who, involved in politi- 
cal civil war with their own government, are at least as deter- 
mined as some Americans that the inter-state hostility should 
persist). On Iraq, America, with virtually only Britain in full 
support, has refused to countenance the idea that the time is 
coming to remove sanctions which are torturing a people but 
have so far left the ruling regime untouched. In Egypt, Amer- 
ica has exerted itself to help the authorities catch Islamist mil- 
itants, apparently aiding in the extradition of fugitives. Above 
all, America's diffidence towards the Israeli government con- 
trasts with almost everybody else’s impatience at Israeli ob- 
duracy—and with its own rigour towards the states it regards 
as “pariahs”: Iran, Iraq, Syria and Libya. 

Being out of step on Middle Eastern issues is not the same 
as being wrong: it can be vigorously argued, and often is, that 
America’s line is the right one and that others, sometimes 
guided by a narrower self-interest, are at fault for not follow- 
ing America’s lead. True, that lead may well lead nowhere but 
this, its advocates would say, does not necessarily invalidate 
the argument: if America had had more support, its policies 
would have had a better chance of working, and America it- 
self would have been less exposed. 

Terrorism, if you cannot do anything about it, is a power- 
ful disincentive. America's temptation to withdraw into an 
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isolationist shell could be compelling. For a start, it would 
please a great many Americans who see little point in endur- 
ing the grief that comes with a busy foreign policy. So far this 
retreat has not taken place, despite the shrinking of official 
appetite for foreign activism since the Somalia mess in 1993. 
For instance, the truck-bomb that killed 19 American service- 
men in Dhahran in 1996 was an anonymous blood-stained 
order to the Americans to take their 5,000 or so troops out of 
Saudi Arabia. President Clinton did not do so—though the 
troops were tactfully withdrawn to an air base deep in the 
desert, where their presence, particularly that of women sol- 
diers, is less alarming to Islamist sentiment. 


Of course all governments have the right to make up their 
own minds; they certainly should not be sheep to America's 
shepherd. Collective action, nearly always preferable to the 
unilateral version, should entail America deferring to its al- 
lies as well as the allies deferring to America. Yet, with all that 
said, the world can still be mightily relieved that its richest 
and most powerful nation is prepared, despite adverse conse- 
quences to itself, to take a lead. Muddling a way through the 
maze that still persists long after the end of the cold war, dith- 
ery countries need someone or something out front. The 
greatest disaster would be for terrorist bombs to create an iso- 
lationist or cowering America. 





Congo erupts, again 


In what looks strangely like a rerun, Congo's ruler is threatened by 


a rebel movement helped by his neighbours 


LMOST two years ago Rwanda and Uganda helped to 
form the Alliance of Democratic Forces for the Libera- 
tion of Congo, selecting Laurent Kabila to lead it. The venture 
was astonishingly successful. With some help from his 
friends—whose numbers grew by the day—Mr Kabila 
marched across Congo to sweep Mobutu Sese Seko from 
power in seven months. But these same friends are now fed 
up with him. Using the same tactics as before, they appear to 
have set about forming and arming a new rebel movement. 
Mr Kabila has proved a disaster. His words were fine: he 
committed himself to liberate politics, respect human rights, 
revitalise the economy and hold elections. In fact, he has di- 
minished into an authoritarian tribalist, locking up his oppo- 
nents, failing to implement promised economic reforms and 
alienating foreign investors and aid donors. He set out with a 
lot of international and national goodwill but, stubborn and 
incompetent, he has squandered it. He snubbed the United 
Nations which was trying to investigate a massacre of refu- 
gees that took place during his march to power. His support 
base has been narrowed to his family, cronies and region. 
Most dangerously for his own survival, he has upset his neigh- 
bours and former allies, who are now turning on him. 


Over the garden fence 


But should neighbours be interfering in this way? At one time 
the question would not have been asked. During the cold war, 
African governments, acting as proxy for one side or the other, 
often backed rebel movements but they rarely crossed bor- 
ders and never because of an internal issue. Now, however, 
Africa is being urged to solve its own problems. 
Intervention, if Congo's eastern neighbours are indeed in- 
tervening and not, as they claim, merely protecting their own 
borders from rebels based in Congo, might be justified if it 
were certain that Mr Kabila's misrule had reached a stage 
when civil war was just over the horizon. A war in Congo is a 
ghastly prospect. With Angola's war looking to start again, 
conflict bubbling in Congo-Brazzaville and the Central Afri- 
can Republic, and with Tutsis and Hutus still at each other's 
throats, there could be a conflagration that would engulf the 
whole of Central Africa. Rather than wait for a catastrophe— 
when thousands of dying civilians might force the world be- 
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latedly to intervene—Congo's African neighbours, or so they 
might argue, would do better to tackle the problem now. 

But this sort of argument would be acceptable only if 
armed action was a collective decision, had a clear aim and 
was likely to succeed in bringing about a rapid change for the 
better. All that is improbable. Indeed, outside intervention, 
backing a new rebellion, could make things even worse. 

Mr Kabila may not be toppled as easily as Mobutu was. 
Towards the end of his reign, the old dictator had almost no 
support. Dying and bankrupt, he could not buy off his oppo- 
nents. Like the emperor's clothes, his government did not 
really exist, and almost no one fought to defend it. While Mr 
Kabila may not enjoy much support now, there are many 
around him who have much to lose if he is overthrown. There 
is little prospect of a quick, clean takeover (see page 39). 

A second problem is that if the rebellion is backed by out- 
siders or seen as Tutsi-led, it will be resisted as an invasion. 
The Tutsis of eastern Congo, though they were living there 
before the borders were drawn, have never been given citizen- 
ship. Decades of government propaganda have labelled them 
foreign. The rebels' protestations that they are Congolese and 
their leader is not a Tutsi, will not be believed. Mr Kabila is 
successfully playing the nationalist card. 

Rather than helping a guerrilla movement, Congo's Afri- 
can neighbours would be wiser to strive for a political solu- 
tion. Giving the matter top priority, they might send a mis- 
sion, led by Africa's most senior heads of state, to try to 
persuade all the players to pull back. Could this succeed? Alas, 
probably not, though it is worth trying. The sad truth is that 
there is no leader, or even a coalition of leaders, apparently 
capable of establishing a nationally acceptable government 
in Congo. This is a region with deep-rooted rivalries, its politi- 
cal rulers notoriously tricky and obdurate. Moreover, the con- 
flicts in Congo and in its neighbours are interconnected, tan- 
gling the threads still further. 

Does this mean that Congo must be left to implode? Were 
it to split into more coherent political and geographical enti- 
ties, that in itself might lead to a solution. But the outcome of 
the rebellion that now seems threatened will be shaped by the 
men with guns, not by democracy. 
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The PolyGram test 


Nothing would damage European film-making like forcing Europe's 


only movie studio on a European buyer 


HE plot of PolyGram's hit, “Four Weddings and a Fu- 

neral", has become a model for European films seeking 
American cash and an American audience: a European heart- 
throb and an American babe go into the sunset. That, in es- 
sence, is what the EU's culture commissioner, Marcelino 
Oreja, fears is about to happen to the nearest thing Europe has 
to a movie studio; and he is consequently—and mistakenly— 
trying to find PolyGram Filmed Entertainment a European 
partner. The commissioner is not ideally cast as Cupid. 

PFE was created in the belief that Europe can sustain a 
movie business and that film distribution can best be built 
on the back of record company distribution. But Seagram, a 
drinks-and-entertainment conglomerate, which bought PrE's 
parent, PolyGram, three months ago, only wants the music 
operation, and so has put PFE on the block. Rumours swilling 
around suggest that there are some ten companies in the bid- 
ding, including Carlton and Emi from Britain, Canal Plus 
from France, Cisneros from Venezuela and a bunch of small 
but ambitious American entertainment companies. 

The uncertainty over PolyGram's future has caused much 
consternation at the commission, which has come to see itself 
as the guardian of the continent's culture. Without a Euro- 
pean film studio, it fears, Europe will not show up in cellu- 
loid; and the remains of European culture will be totally 
eclipsed by American pap. Worried that the European bid- 
ders are not rich or strong enough to nurture PolyGram, Mr 
Oreja has contacted two telecoms giants, Deutsche Telekom 
and Telefonica, to see whether they fancy buying PFE. 

This concern is based on a misreading of the industry. Eu- 
ropean films are flourishing at the moment. Most of the big 
recent successes have been financed by American studios— 
Universal put up the money for “The English Patient", for in- 
stance, and Fox for "The Full Monty" after Britain's Channel 
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Four Films, which had provided the development cash, de- 
clined to take it further. And now some of the studios are cre- 
ating subsidiaries in Europe. Disney's Miramax set up HAL 
films last year; Sony has a joint venture with Canal Plus, 
called The Bridge, as well as a production office in Germany. 

There are several reasons why this is happening—two of 
them bureaucratic. Partly, it is because the Americans, faced 
with the EU's growing cultural protectionism, want to look 
keen about European product. Partly, too, it is to do with a 
range of tax breaks for film investors in Europe—a generous 
German one, in particular. But the bureaucrats would be 
wrong to conclude their handiwork is what matters most in 
attracting American cash. For the important factor in Euro- 
pean cinema is the changing demands of its audiences. 


Foreign bums on seats 


Hollywood's foreign box-office revenues now make up over 
half of its total, compared with a quarter ten years ago. What 
the foreigners want therefore matters. As multiplex cinemas 
spread across Europe, the audiences are demanding a side 
order of European films alongside their staple of American 
blockbusters. And in America, meanwhile, there has been a 
long, unprecedented series of British hits. American studios 
have discovered that Britain sells—albeit a Britain populated 
entirely by beribboned ladies and unemployed miners. 

The vogue for Britishness will pass; the demand among 
European audiences for local films will probably not. That, 
rather than the future ownership of PolyGram, will deter- 
mine the health of Europe's film industry. Moreover, the idea 
of putting together telecoms and film is a startlingly bad one. 
Large telecoms companies are driven by business processes 
and hierarchy; film companies are driven by egos. There 
would not be a happy ending. 





Share nonsense 


Equity buybacks are a crucial ingredient of efficient capital markets. European 


governments would do well to realise this 


N AMERICA, everyone's doing it. There, companies now 

return almost as much cash to their shareholders by re- 
purchasing their own shares as by paying dividends, and new 
buyback programmes are announced to the cheers of inves- 
tors. So what is keeping companies in continental Europe, 
most of which now profess their conversion to shareholder 
value, from doing their shareholders the same favour? Like 
their American peers, many of them have more cash than they 
know what to do with (see page 72). Also like their American 
peers, many of them think buybacks are a good idea. The ob- 
stacle is their governments. Most of these either prohibit 
buybacks or make them unattractive. Such reluctance is not 
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only unfounded, but economically damaging. 

Why governments should in principle be against firms 
buying back their shares is a mystery. French law has long 
deemed it objectionable for a company to be its own share- 
holder. Austrian law bans buybacks flat out. The rationale for 
this attitude is that a company which spends money on buy- 
ing back its shares is “hollowing out” its capital base, when 
instead it should be using its capital to expand and invest in 
new job- and wealth-creating projects. 

This is a strand of exactly the sort of thinking that turned 
many of Europe’s leading firms into sluggish and unprofit- 
able conglomerates: with no better way to use their cash, 
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chemicals companies moved into the mining business and 
car makers tried their hand at building aeroplanes. Only now 
are firms undoing the damage caused by years of such foolish 
investment. Far better that they should return surplus cash to 
shareholders than go on spending sprees simply for want of 
alternatives. Share repurchases do not deter investment but 
recycle it, allowing individual shareholders to move their 
capital from sectors that have too much of it to those where 
they see better prospects. 


A distinction with a difference 


In theory it should make no difference whether a company 
returns cash to its shareholders by repurchasing shares or by 
raising its dividend. In practice, however, there are many situ- 
ations where buybacks get the job done better. A company 
that raises its dividend generally feels it has to keep raising it 
in future or risk signalling to the markets that trouble lies 
ahead. Buybacks, by contrast, impose no such pressures, 
while still indicating that bosses consider the shares under- 
valued. And a large dividend payment may leave some share- 
holders with unwanted tax bills, whereas a buyback enables 
individual shareholders to hold on to their shares and avoid 
undesired tax consequences. 


-e 


we 


Other advantages also make buybacks a useful tool of cor- 
porate finance. Many firms deliberately manage their ratio of 
outstanding debt to shareholder equity. If a buyback raises 
the debt-to-equity ratio, it can lower the firm’s overall cost of 
capital (because in most countries interest payments, unlike 
dividends, are tax deductible). And share buybacks facilitate 
the running of employee share-ownership schemes, an in- 
creasingly important part of workers’ compensation. If com- 
panies cannot repurchase stock, they can award shares to em- 
ployees only by issuing new ones, which dilutes the stakes of 
existing shareholders. 

Continental Europe, in particular, could benefit from 
more share repurchases in yet another way. At present, the 
intricate webs of cross-shareholdings among companies re- 
duce the “free float"—that part of a company's market capital- 
isation traded in the markets—and also confront bosses and 
directors with endless conflicts of interest. If firms could buy 
out these interlocking stakes, shareholders would benefit 
both by greater liquidity in the stockmarket and by a greater 
clarity of purpose on the part of the managers they employ. 
All of this is sensible, not sinister. If Europe’s companies, flush 
with cash, want to repurchase shares, their governments 
should not stand in their way. 





To sir, with confusion 


The lords, baronesses, sirs, ladies and dames that Britons hang in 
front of their names now conceal more than they reveal 


ANY a patriotic Englishman would no doubt this week 
be tempted to urge the queen to dub Sir Darren Gough 
or ennoble Lord Fraser of Stout Bowling, to mark the aston- 
ishing fact that England has at last won a top international 
cricket series (see page 54). Such titles would at least have the 
merit of clarity: everyone would know, at least while the 
memory lasted, why they had been granted and what they 
signified. That is more than can be said for most—perhaps 
all—of Britain’s plethora of faux-aristocratic titles. Who can 
say what Sir Reggie Bloggins actually did to get his gong, or 
whether Lady Rhubarb is so-called on her own merit or that of 
her husband’s chequebook, or what the difference is between 
a Viscount Bogtrotter and a Marquess of Bidet? 

There is a case for all this. Partly, it is a quaint British re- 
minder of its feudal history, partly, perhaps, a fairly cheap 
system of incentives and rewards for political and public ser- 
vice that may help restrain the nastier forms of corruption. It 
also provides pleasure to recipients and their relatives, ample 
cause for gossip for others, and a source of pride to the three 
people alive who know what all the titles mean. 

Yet that is where the problem lies. Apart from an admira- 
ble fondness for history and tradition, other qualities com- 
monly associated with Britons include understatement and 
an instinct for clarity rather than obfuscation. Increasingly, 
although attempts have been made to retire some knightly 
orders and to hand out awards for merit rather than time- 
serving, the mish-mash of British titles suggests a rather vulgar 
boastfulness while being almost wholly bewildering. 

Into this bewilderment has strode a voice of more-or-less 
clarity, an ennobled one, no less. Baroness Jay, a life peer who 
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has just been made leader of the House of Lords, floated in an 
interview with the Daily Telegraph the idea that once heredi- 
tary peers have been stripped of their voting rights in the up- 
per house, as Labour plans, the remaining voting (ie, life) 
peers should lose their titles and simply attach ML, meaning 
member of the Lords, to their names. 

This idea is welcome, as far as it goes. Admittedly, it would 
leave the top titles as exclusively a feudal relic rather than 
sometimes a badge of actual distinction. But as the point of a 
title should be to convey some information to others, saving 
them from embarrassment or hours of research, this would be 
something of an improvement. On meeting Lord This or 
Baron That you would at least know they were not a political 
has-been or a businessman being lured into government, but 
rather that at some point in a past century they had a notable 
ancestor, that it is best not to ask after their sons or daughters 
because you will surely get those titles wrong, and that they 
can probably afford to pay for dinner. 

Yet it leaves many questions unanswered. How can you 
be a member of the House of Lords if you are not a lord and if 
all the real ones are excluded? This de-nobled house will need 
a new, suitably clear, name. And then there are all those sirs, 
ladies and dames. The quickest way to restore British modesty 
and clarity would be to abolish the lot. But if British incre- 
mentalism wins out, a compromise could be to scrap the ti- 
tles but restrict the users to the sets of initials which already 
come attached to the titles (indicating chivalric orders, if you 
must know). The GCMGs, KCVOs and pcsBs would still be be- 
wildering, but at least they wouldn't get in the way. 
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IHE NEW TERRORISM 


Coming soon to a city 


near you 


The bombings of American embassies in Kenya and Tanzania may look like 
an all-too conventional form of attack. But they may well form part of a new, 


even more frightening type of terrorism 


CLOUD of anthrax germs, designed to 
inflict a horrible death within five 
days on anyone who breathes it, is un- 
leashed in the main shopping mall of a 
small American town. At first, the 500 or so 
victims think they have mild influenza, 
which recedes after a day or two; only when 
their symptoms return, and their lungs 
start filling with fluid, does anyone realise 
that a terrorist attack has occurred. For ev- 
ery actual sufferer, at least ten panic- 
stricken people—many with acute but 
purely psychosomatic pain—besiege local 
hospitals, demanding treatment; medical 
services quickly run out of drugs, and the 
police are overwhelmed by angry mobs. 

That was one of the scenarios discussed 
last month at a high-powered brain-storm- 
ing session near Washington, Dc, attended 
by ten of the country’s leading germ-war- 
fare experts, as well as doctors and law-en- 
forcement officers. The experts had been 
asked to describe the sort of biological ter- 
ror which stood a reasonable chance of be- 
ing attempted in America within the next 
few years; and the hypothesis they came up 
with was by no means the worst that could 
be imagined. 

They assumed, for example, that the 
perpetrators would be some small, isolated 
group, without access to technical help 
from foreign governments; and they also 
guessed that the germ involved would not 
be of the contagious variety—capable of 
causing an epidemic—which was devel- 
oped in Soviet laboratories during the 
1980s. But even in a situation well short of 
Armageddon, the meeting concluded, the 
federal authorities might be unable to cope. 
Apart from the immediate human tragedy, 
such an attack would have dire long-term 
effects on America’s political and social 
fabric—by eroding people’s trust in the 
competence of their government. Indeed, 
that could well be the attackers’ intention, 
whether they come from the Middle East or 
America’s Middle West. 

Such gloomy speculation in the confer- 
ence rooms of Washington might seem a 
world away from the real bloodshed wit- 
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nessed in two African cities last week. In 
technical terms, the bombs in Kenya and 
Tanzania were of the old-fashioned variety; 
they involved big quantities of high explo- 
sive, rather than a few drops of some lethal 
potion from a test tube. Africa, with its ram- 
shackle policing and infrastructure, may be 
one of the few places on earth where it is 
very easy for terrorists to cross borders with- 
out fear of electronic screening, and then 
hump explosives around a city centre. 

But for security experts, both the African 
carnage and the biological or poison-gas at- 
tacks which are now feared in the Ameri- 
can heartland are examples of the same 
phenomenon: a “new terrorism” which 
will prove more deadly—and probably 
more elusive—than the hijackings and gel- 
ignite blasts of previous decades. In its lat- 
est mutation, politically motivated vio- 
lence is vague about its long-term aims but 
utterly ruthless in its short-term intentions. 


Attack for attack’s sake 


It used to be said of terrorists 
that “they want a lot of peo- 

ple watching and not a lot 
of people dead"; but the 
new variety of killers 
apparently see de- 


struction as an end in itself. Where old ter- 
rorism sought to change the world—how- 
ever misguidedly—the new sort is often 
practised by those who believe the world is 
beyond redemption. According to Bruce 
Hoffman, an American specialist on politi- 
cal violence, the hallmarks ofthe new terror 
include "amorphous religious and mil- 
lenarian aims" and “vehemently anti-gov- 
ernment forms of populism, reflecting far- 
fetched conspiracy notions." 

Already, there has been one instance of 
new terrorists using weapons of mass de- 
struction—the generic term for biological, 
chemical and nuclear arms. That was in 
March 1995, when members of the Aum 
Shinrikyo (Supreme Truth) sect—preaching 
a bizarre distortion of Hindu, Buddhist 
and Judaeo-Christian beliefs—unleashed a 
nerve gas called sarin in the Tokyo subway, 
killing 12 people and injuring several thou- 
sand. The attack was botched, and in- 
tended to inflict far greater casualties. Po- 
lice later found enough sarin in the sect's 
possession to kill millions of people. There 
was no reason to make light of Aum's 
founder, a half-blind herbalist and mystic 
called Shoko Asahara, when he pledged to 
"eradicate major cities" by using the sub- 
stance. With assets ofup to a billion dollars, 
the sect had shopped in Russia's chaotic 
arms bazaar. Its purchases included a heli- 
copter equipped to spray deadly chemicals, 
and training from special forces in the as- 
sembly and use of rifles and rocket-launch- 
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THE NEW TERRORISM 


ers. The movement's ideology has elements 
in common with the ultra-rightist militias 
of the United States: fear of world conspira- 
cies of Jews, freemasons and financiers, 
and a fascination with Hitler. It was 
banned only in December 1995, and is be- 
lieved to be reconstituting itself. 

Mr Hoffman, who helps run a terrorism 
research centre at the University of St An- 
drew's in Scotland, has argued that ultra- 
rightist militias in America, millenarian 
sects in Japan and Islamic fundamentalists 
in the Middle East are all representatives of 
the same trend: towards a sort of insatiable 
fanaticism which has no agenda other than 
destruction and revenge. 

Old terrorism generally had a specific 
manifesto: the overthrow of a colonial 
power, or the capitalist system, and it was 
keen to draw attention to those aims in 
lengthy communiqués. It was carried out 
by well-organised clandestine networks 
and often sponsored by radical govern- 
ments who hardly bothered to hide the fact 
that they viewed guerrilla violence as a sort 
of foreign policy by other means. While the 
old terrorists were not shy about planting 
bombs or diverting aircraft, their desire for 
political legitimacy set some limit to their 
brutality: killing too many innocent peo- 
ple could put their natural supporters off. 

In this sense, the Red Brigades, the intel- 
lectual revolutionaries who turned the 
19705, for Italy, into a *decade of lead" were 
ofthe old school; so was the Palestine Liber- 
ation Organisation, in its militant heyday, 
along with the African National Congress 
and the Irish Republican Army. A couple of 
dozen ofthe governments that now hold re- 
spected places at the United Nations came 
to power as a result of "old terrorist" 
campaigns. 

New terrorism, by contrast, has no ex- 
plicit agenda, and its perpetrators have no 
realistic programme for taking power 
themselves. It is often just a cacophonous 
cry of protest against the West in general, 
and American government in particular— 
fuelled by impotent rage over the Great Sa- 
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tan's cultural and geopolitical supremacy. 
Its perpetrators may be religious fanatics, 
or simply diehard opponents of the federal 
government—who might come from in- 
side, as well as outside, American territory. 
They see no reason to show restraint; they 
are simply intent on inflicting the maxi- 
mum amount of pain on the enemy. 

By this definition, both the bombing of 
New York's World Trade Centre in 1993 (by 
Middle Easterners) and the Oklahoma City 
bombing in 1995 (by American ultra-right- 
ists) were products of the 
same, nihilist brand of 
fanaticism. If the new ter- 
rorists of the Islamic world 
have any links with govern- 
ments, they are shadowy 
ones— possibly restricted to 
certain rogue elements in 
the sponsor state. After all, 
an important source of offi- 
cial succour disappeared 
with the collapse of the So- 
viet empire—for most inter- 
national revolutionaries 
could be sure ofa warm wel- 
come in Moscow, East Berlin or Sofia. But 
the end of communism also made it easier 
to start terrorist movements without gov- 
ernment help, as a significant part of the 
Warsaw Pact's arsenal—tonnes of Semtex, 
the Czech-made explosive, and tens of 
thousands of Kalashnikovs—found their 
way on to the international black market. 
The American government still identifies 
seven states as sponsors of terrorism—but it 
acknowledges that several of them, includ- 
ing Cuba and North Korea, have become 
less active of late. 

So far Aum—whose weird beliefs, huge 
wealth and murky Russian connections are 
almost a paperback-writers caricature— 
provides the only example of weapons of 
mass destruction being used by a subver- 
sive group. Japan, which has local police 
forces rather than a real national one and is 
hesitant, for historical reasons, about inter- 
fering with religious groups, may be the 
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only industrial democracy where a sect like 
Aum Shinrikyo could have gathered so 
much destructive power. But every western 
government is worried about the natural 
affinity between non-conventional weap- 
ons and non-conventional terrorists. 
Sooner or later, they fear, devout believers 
in mass destruction will acquire the means 
to bring it about. 

As the recent brain-storming session in- 
dicated, it is biological terror—more than 
the chemical or nuclear sort—that keeps 
American security chiefs 
awake at night. Both chemi- 
cal  weapons—in other 
words, man-made  poi- 
sons—and biological ones 
are relatively easy for any- 
one with a science degree to 
produce. But killing large 
numbers of people with 
chemical weapons would 
require a big stockpile of 
deadly substances—which 
would be difficult to accu- 
mulate without attracting 
suspicion. With germ war- 
fare, tiny quantities could be enough to in- 
flict tens of thousands of casualties. 

The other difference is that there is no 
mistaking a chemical attack when it hap- 
pens, because its victims die almost in- 
stantly. But biological attacks may not take 
effect for several days—making it much 
harder to mount an emergency response 
and cope with the mass hysteria among 
those who fear contamination. 

Nuclear-armed subversives are perhaps 
the worst nightmare of all; but at least for 
now, it is considered very unlikely that ter- 
rorists could acquire the necessary quanti- 
ties of plutonium or highly-enriched ura- 
nium to assemble a nuclear bomb. 
Unlikely, but perhaps not impossible. Alex- 
ander Lebed, Russia's former national secu- 
rity chief, prompted shudders in many de- 
fence ministries—and loud public denials 
in Washington and Moscow—when he said 
last year that up to 100 mini-nuclear weap- 
ons or "suitcase bombs", de- 
signed for use for Soviet special 
forces, had gone missing. 


The favourite target 


Versions of the old sort of terror— 
car-bombs, massacres, kidnap- 
pings—have been used by and 
against almost every side in the 
world’s lengthening list of civil 
and ethnic wars, from the north 
Caucasus to Sri Lanka. But the 
new terror is a weapon used by 
the powerless and desperate 
against the all-powerful—so its 
main target is likely to be the 
United States. Granted, the dis- 
tinction is not a precise one. The 
old terror that has been practised 
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on a horrifying scale in Algeria’s interne- 
cine war may yet spill over into Europe's 
cities, in the form of indiscriminate, "new 
terrorist" operations. There was real fear of 
terrorist attacks on a huge scale during the 
World Cup—prompting police in five Eu- 
ropean countries to make a co-ordinated 
raid on Islamist groups. But the biggest 
magnet for new terrorists will always be the 
American heartland, whose prosperity, 
self-confidence and openness are a contin- 
ual challenge to the frustrated and 
fanatical. 

In fact, the threat by new brands of ni- 
hilism, at home and abroad, may well be 
remembered by future historians as one of 
the main themes of Bill Clinton’s presi- 
dency. A few weeks after he took office in 
1993, the country was shaken by the worst 
act of foreign-inspired terrorism on Ameri- 
can soil. This was the bomb underneath 
New York's World Trade Centre, which 
claimed six lives—but was intended, ac- 
cording to investigators, to make one tower 
collapse on to another and kill up to 
250,000. During its remaining two years, 
the Clinton administration has pledged to 
devote much more attention to the threat of 
terrorists acquiring non-conventional de- 
vices: nuclear, chemical or biological weap- 
ons, ballistic missiles or—perhaps most 
plausibly-the ability to cause chaos 
through cyber-warfare. 

Bracketing cyber-attacks with nuclear 
bombs and mass poisoning is an unfamil- 
iar idea for most people. But all these 
threats reflect the search by America’s ad- 
versaries for an Achilles’ heel—a way to 
strike at the vulnerable points of a country 
whose preponderance in almost every kind 
of weapon is too great to be worth challeng- 
ing. Just like germ-warfare attacks, com- 
puter viruses could challenge the ability of 
America’s government and economy to 
keep functioning. 

Last May, President Clinton appointed 
a little-known but very senior adviser, Rich- 
ard Clarke, to oversee the administration’s 
efforts to counter all these non-conven- 
tional challenges. His main job is to co-or- 
dinate the 40 government agencies—rang- 
ing from the Pentagon to the Centers for 
Disease Control—which have some respon- 
sibility for pre-empting and countering ter- 
rorism and its effects. By 2000, he is sup- 
posed to develop a plan that protects the 
computer networks running America’s 
banking, telecommunications and utility 
systems. He is also trying to gear up the 
country’s highly decentralised public 
health system—designed to cope with food- 
poisoning outbreaks in a single city or 
state—to prepare for disaster on a much 
bigger scale. But preparing America for at- 
tacks on the homeland raises awkward le- 
gal and constitutional questions. The de- 
ployment of regular soldiers for domestic 
operations is virtually forbidden by law. 
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The Pentagon has considered appointing a 
commander-in-chief with responsibility 
for the American homeland; but the idea 
has been dropped because of political 
sensitivities. 

On à visit to Annapolis naval academy 
in May, Mr Clinton gave his most explicit 
warning yet that a new type of foe was on 
the march. "Rather than invading our 
beaches or launching bombers, these ad- 
versaries may attempt cyber-attacks against 
our critical military systems and our eco- 
nomic base...or they may deploy com- 
pact and relatively cheap weapons of mass 
destruction." Tactfully, he went on to assure 
the seamen that whatever happened, ships 
and submarines would always be needed. 
But the awkward fact remains that ifthe ad- 
ministration is right in identifying non- 
conventional warfare as the fastest-grow- 
ing threat, a great deal of the Pentagon's 
vast arsenal of tanks and aircraft starts to 
look irrelevant. 

Conventional weapons may be useful 
to inflict punishment on the states which 
sponsor violence, whenever they are clearly 
identified. But future terrorist attacks are 
likely to have godfathers in several coun- 
tries, not necessarily acting for their ost 
governments. The African bombings, for 
example, immediately prompted suspi- 
cion that Osama bin Laden, a wealthy 
Saudi Islamist operating from Afghani- 
stan, might be responsible; but there is no 
government which can be held account- 
able for his activities. 

The Federal Bureau of Investigation, 
whose annual budget has risen by halfto $3 
billion over the past five years, will proba- 
bly be the biggest bureaucratic winner from 
the administration's renewed emphasis on 
terrorism. Its director, Louis Freeh, has suc- 
cessfully withstood the strains in his rela- 
tionship with President Clinton, and the 
severe criticism of the FBI's forensic work 
which followed the Oklahoma City bomb- 
ing. The administration's total spending 
on countering terrorism, spread across 
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many agencies, has risen from $5 billion to 
$7 billion over the past three years—hardly 
a challenge to the $260-billion defence 
budget. But Richard Haass of the Brookings 
Institution believes that a huge shift of em- 
phasis in American security may only be 
starting now. “There will be more and 
more resources thrown at the American 
homeland,” he believes. 

Except in the very short term, there are 
unlikely to be any political prizes from this 
process. A decade ago, Ronald Reagan 
reaped huge rewards by turning the battle 
against terrorism—especially state-spon- 
sored terrorism in the Middle East—into a 
national crusade. But this time round, 
America’s rulers will be less concerned 
about opportunity than danger—the catas- 
trophe that will ensue if luck and mistakes 
by the adversary (which avoided the worst 
at the World Trade Centre) run out. 

Another worry is the effect on western 
societies of fighting terrorists who are ruth- 
less enough to use weapons of mass de- 
struction. Governments engaged in the 
fight against conventional insurgencies are 
almost invariably tempted to mimic the 
methods of their opponents. In the words 
of Martin van Creveld, an Israeli expert on 
the future of war: “When you fight terror- 
ism, you become a terrorist.” In the past few 
weeks, two senior officials in Spain's for- 
mer Socialist government have been jailed 
for their involvement in a “dirty war" 
against Basque separatists which led to 28 
extra-judicial killings. In South Africa, a for- 
mer law-and-order minister, Adrian Vlok, 
has described how the white government 
bombed church buildings, trade union of- 
fices and cinemas. 

If these are the methods used by au- 
thorities fighting opponents armed with 
limpet mines and assault rifles, how ruth- 
less would a democratic government have 
to become if it faced an adversary that 
could poison a football stadium or unleash 
a miniature nuclear bomb? 
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EQ. 9 BRE. 
Terrorist bombs at the 
American embassies in Nai- 
robi and Dar es Salaam killed 
more than 250 people, 12 of 
them American. Another 
5,000 were injured. Suspicion 
fell on Islamic militants from 
the Middle East. Hundreds of 
American investigators were 
sent to search for evidence 
and plans were drawn up to 
strengthen security at other 
embassiés. 


As the rebellion in Congo 
spread, President Laurent 
Kabila accused Uganda and 
Rwanda of invading his 
country from the east. The 
rebels seized three towns on 
the west coast. 


Fighting flared in Angola. 
The government accused the 
UNITA rebels of killing 150 
people at a northern town. 


Israel at last dropped its ob- 
jections to the convening of a 
UN committee to discuss a 
new treaty to halt production 
of material for nuclear 
weapons. 


Saudi Arabia’s King Fahd, 
frail and in his mid-70s, had 
gallstone surgery in a Riyadh 
hospital. 


Newly released data from sat- 
ellites showed that the period 
from February to July this 
year was the world’s hottest 
six months in 20 years. Some 
scientists said it was due to 
man-made global warming; 
others blamed El Nino. 
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Waiting for it 


As the world waited for Bill 
Clinton to tell all to the 
grand jury, à federal judge 
said the office of Kenneth 
Starr, the independent pros- 
ecutor, may have been leak- 
ing what witnesses have told 
it; and a top Republican 
hinted at lenience if the presi- 
dent “really makes a clean 
breast of it". 


Over a three-year period, 3096 
of Americans were below the 
poverty line for at least two 
months, though only 5% were 
stuck there for two whole 
years. More than 41m Ameri- 
cans now have no health in- 
surance, à figure that has 
been rising by 1m à year. 


There is no such thing as a 
typical American assassin, 
reports the Secret Service, af- 
ter looking at all the 83 peo- 
ple who killed or tried to kill 
famous victims in the past 
half-century: their only com- 
mon characteristic is not to 
have warned their targets. 


Colombia's guerrillas 
halted their attacks, but also 
retreated halfway from earlier 
assurances of less violence to- 
wards civilians. President 
Andres Pastrana changed his 
armed-forces and army chiefs, 
but retained his police chief, 
Jose Serrano. 





In Peru, the prime minister, 
Javier Valle Riestra, resigned, 
after barely two months in of- 
fice. He dislikes the re-elec- 
tion drive of President 
Alberto Fujimori, who ap- 
pointed him. 


Tensions between Peru and 
Ecuador over part of their 
border, scene of a brief war in 
1995, sizzled on. But both 
were under heavy pressure 
from the United States, Brazil 
and others to calm down. 


A majority of voters in Nevis, 
an ex-British speck (popula- 
tion: 9,000) in the Caribbean, 
chose independence from its 
larger neighbour St Kitts in a 
referendum—but not by the 
two-thirds majority required. 


Flowing in 


Taliban fighters claimed to 
have captured four towns in 
northern Afghanistan, in- 
cluding Mazar-i-Sharif, the 
only big town they did not al- 
ready control. They now rule 
most of the country. The 
ousted government vowed to 


fight on. 





IT 
Floods in China have 
spread north to Inner Mongo- 
lia. At least 2,000 have been 
killed and 240m affected by 
the rising water. Record levels 
of rainfall in South Korea 
led to mudslides, killing 
more than 260 and making 
140,000 homeless. 


King Norodom Sihanouk of- 
fered to mediate between 
Cambodia's political rivals 
after opposition claims that 


| July's elections were unfair. 


Hun Sen expects to have won 
half the 122 assembly seats, 
but still needs coalition sup- 
port to rule. 


Myanmar's opposition leader 
Aung San Suu Kyi began a 
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POLITICS THIS WEEK 


| new protest when she was 
| again stopped in her vehicle 


while trying to visit support- 
ers. This time, she chose a 
minibus full of supplies. 


Wearing a gold crown, 24- 
year-old Prince Billah, the Sul- 
tan's eldest son, was pro- 
claimed as heir to the 
throne of Brunei. 


Two people were arrested in 
Malaysia for spreading ru- 

mours on the Internet about 
riots, which caused panic in 
the capital. 


Albanians retreat 


Serb forces put ethnic-Alba- 
nian guerrillas to flight in 
central Kosovo but met 
tougher resistance when they 
attacked them in the south- 
west of the province. 


Russian coal miners ended 
a three-week blockade of the 
Trans-Siberian railway after 

the government again prom- 
ised to pay them their wages. 


Ukraine's government locked 
up about 1,000 factory bosses 
and officials in a civil-defence 
training camp, saying they 
would be detained until they 
had decided how to pay un- 
paid wages, taxes and debts. 


Swiss banks agreed to pay 
$1.25 billion to Jewish orga- 
nisations in compensation 
for assets taken during the 
Holocaust. 


Cardinal Josef Glemp, leader 
of Poland's Catholic church, 
asked militant Catholics to 
stop putting up crosses out- 
side Auschwitz, a Nazi death 
camp where most of the vic- 
tims were Jews. 


Carl Bildt, leader of Sweden's 
right-wing Moderate party, 
promised to bring in Eu- 
rope's single currency if a cen- 
tre-right coalition takes power 
after a general election on 
September 20th. 
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Japan's Economic Planning 
Agency said the country was 
in “a prolonged slump". The 
government fiddled over 
bank reform, the yen weak- 
ened to more than Y147 to 
the dollar and markets in the 
Americas, Europe and Asia 
were burnt. Hong Kong's 
stockmarket fell and fell, 
reaching a five-year low. 


Russian shares plummeted 
and interest rates surged. 
George Soros, a financier, 
warned that the meltdown in 
the country's financial mar- 
kets had reached a “terminal 
phase" and urged a devalua- 
tion of the rouble. Some Rus- 
sian banks stopped trading 
currency and making short- 
term loans to each other. 


In the market 


Dresdner Bank of Germany, 
which is keen to become an 
international investment 
bank and looking to Wall 
Street, is in preliminary talks 
with PaineWebber with a 
view to buying America's 
fourth-largest brokerage for 
up to $10 billion. As 
PaineWebber's share price 
rose, Dresdner's dived. 


GeoCities, an operator of 
Web forums and sites, staged 
one of the most successful re- 
cent listings when its issue 
soared on Nasdaq from its of- 
fer price of $17 to close at 
more than $37, a 120% gain 
on a bad day on Wall Street. 
Initial run-ups this year by 19 
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other Internet companies 
have brought an average first- 
day jump of 49%. 


The partners in Goldman 
Sachs formally voted to end 
the 129-year-old investment 
bank's partnership status by 
going public with a stake of 
10-15% in a listing, perhaps in 
October, that will raise up to 
$5 billion. 


In America's fast-consolidat- 
ing consumer-finance in- 
dustry, Dallas-based Asso- 
ciates First Capital, number 
two in the business, agreed to 
buy Avco Financial Services 
from Textron of Rhode Island 
for $3.9 billion. 


Mergers and acquisitions 
in emerging markets re- 
mained at record levels in the 
first half, reaching a total of 
$34.3 billion compared with 
$34.1 billion in the first half 
of 1997. The number of deals 
worth more than $50m rose 
sharply, though, from 72 to 
119, reflecting a big rise in ac- 
tivity even as share prices 
dived. Latin America was 
most active, with 46 deals 
worth $16 billion. In Asia 
there were 45 deals worth $11 
billion; half of that was spent 
in South Korea. 


Blending 


BP shares 
July 31st 1998-100 


British Petroleum is taking 
over Amoco in à $48 billion 
deal that is the biggest-ever 
industrial merger, and the 
biggest purchase of an Ameri- 
can firm by a foreign one. 
The deal, which also includes 
some $5 billion of Amoco's 





debt, will form the world's 
third-largest listed oil com- 
pany, with combined sales of 
$108 billion and a market 
capitalisation of $110 billion. 
Amoco will bear the brunt of 
6,000 job cuts from BP 
Amoco's combined 93,000- 
strong workforce. The cuts are 
designed to save at least $2 
billion a year. 


In the shadow of that deal, ac- 
quisitive CalEnergy, an 
American power company 
with worldwide interests, 
agreed to buy MidAmerican 
Energy, an lowa-based util- 
ity, for $4 billion, a price that 
includes $1.4 billion of 
MidAmerican's debt. 





In July the opec cartel of oil- 
producing countries failed 
hopelessly to make the pro- 
duction cutbacks that its 
members had agreed on in 
June. The price of Brent 
crude oil futures briefly fell 
to a ten-year low of $11.55. 


BT, which recently an- 
nounced an international al- 
liance with ATAT, agreed to 
pay MCI $1 billion for its 
24.996 stake in Concert, a 
Joint venture between the two 
firms. Last year Br bid for 
MCI, but lost to WorldCom. 


Hoping to cut costs by £120m 
($196m) a year, Britain's BOC 
Group, an industrial-gases 
business, is laying off 10% of 
its workforce of 40,000. The 
restructuring is a response to 
a strong pound, Asia's deteri- 
orating market, and a slump 
in the chip industry, *vhich 
the company supplies. 





BUSINESS THIS WEEK 


Mita Industrial of Japan, a 
venerable and privately held 
maker of photocopiers, fax 
machines and laser printers, 
filed for bankruptcy, with 
debts of Y200 billion ($1.37 
billion) Moody's lowered 
the core credit rating of Long- 
Term Credit Bank of Japan to 
"speculative" grade. 


Racal Electronics declared a 
loss of £207.2m ($340m) for 
last year, compared with a 
£40.4m profit in 1996, after 
making a provision of £234m 
against the loss-making part 
of its data-communications 
unit, which it is selling to 
Platinum Equity of Los Ange- 
les for £47.5m. 


Japan's electronics giant, 
Sony, stopped shipping the 
infrared version of its 
Handycam video camera af- 
ter it became clear—too 
clear—that when the camera 
was used during the day it 
could see through clothing to 
show underwear, or through 
swimwear to reveal even 
more. Sony has now modi- 
fied the camera so that the in- 
frared mode works only at 
night. But many thousands of 
the risqué model have been 
sold worldwide. 





British Airways said that its 
passenger yield, the profit 
earned per passenger, fell by 
4.3% in the first quarter; the 
airline's shares fell too. Asian 
troubles and the strong 
pound were to blame. Pre-tax 
profits, though, stood up well 
in 1997, at £145m ($237m), 
falling from £220m a year 

| earlier, which included a one- 

| off gain of £129m. 


MM — —— —| AVAILABLE BY E-MAIL FROM WWW.ECONOMIST.COM ]—————————————————————————————— 


20 





THE ECONOMIST AUGUST 15TH 1998 


ASIA 


Down and out in the 
fragrant harbour 


HONG KONG 


One of the world's most dynamic economies is in recession 


GENERATION has grown up since 

Hong Kong last endured a deep reces- 
sion. Twenty-three years ago, amid an oil 
crisis and a world economic slump, the ter- 
ritory still had one foot in poverty. The first 
wave of refugees to flee Mao's revolution 
across the border in China had only just 
worked their way out of the sweatshops; a 
second wave, fleeing the Cultural Revolu- 
tion, still beavered away in them. 
Hard times were no stranger. But to- 
day, after a remarkable run that has 
placed many Hong Kongers among 
the world's wealthiest people, the 
loud foghorn now warning of bad 
times ahead is a truly alien sound. 

According to official figures, 
Hong Kong's economy contracted by 
2.8% in the first quarter of this year 
compared with the same period last 
year. The government makes it clear 
that it expects the second quarter to 
turn out much worse: shrinking by 
4% or more, according to most esti- 
mates. Unemployment is at a 15-year 
high (made doubly painful by a cul- 
ture that sees welfare relief as the ulti- 
mate humiliation) This week the 
stockmarket took another battering, 
falling to a five-year low. Nearly ev- 
erything seems to be going wrong: 
outbreaks of disease, an expensive fi- 
asco with the opening of a new air- 
port, and a massive drop in tourism. 
Now the slide of the yen and China's 
disastrous floods (see next story) 
threaten to slow the economy even 
further. All this puts pressure on the 
mainland to devalue its currency, 
the yuan. This casts doubt on the peg 
which links the value of Hong Kong's 
currency to the dollar. 

Despite such gloomy news, a recession 
in Hong Kong looks like a boom in most 
other cities. Cranes still turn on the con- 
struction sites, winching up ever more lux- 
ury homes and skyscrapers (even though 
many developers have been reduced to of- 
fering them rent-free in order to lure ten- 
ants) The pavements and subways are 
packed with people; suits and mobile 
phones are everywhere. And Mercedes and 
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Rolls-Royces still ferry bigwigs imperiously 
through the traffic. 

Yet look a bit closer and the signs of re- 
cession emerge. Boarded-up shopfronts, a 
staple of western recessions, are not the way 
in Hong Kong (buildings can lose face, too). 
Instead the evidence is more subtle: a new 
bag-storage service in a central shopping 
mall where a lingerie shop used to be is a 





Any yen or yuan in here? 


creative use of retail space for which a re- 
placement tenant can no longer be found. 
"Renovations" at other stores take longer 
than they did. Even the "Sale" signs have 
reached an unprecedented 90% off. 

Hong Kongers are confused by these 
developments. On one hand, it is hard to 
remember when everything from houses to 
handbags was so cheap. But going out on a 
shopping spree when your job could be on 


the line is not much fun. Prices may be low, 
but consumer confidence is lower. So lots 
of people are only window-shopping. As a 
result, retailers are laying off people and 
cutting wages as they suffer their worst trad- 
ing year in memory. 


Don't flunk the exams 


Worries about job cuts also affected the an- 
nual scramble for school places, which 
reached riot proportions this year. Nor- 
mally, those with poor exam results start 
work. Now less accomplished teenagers 
know that jobs are scarce and are glad of 
another year in the fifth form. But there are 
not enough spaces for all of them, which 
leads parents to worry that jobless school- 
leavers will become easy pickings for the re- 
cruiters of triad gangs. 

Estate agents were hit early and 
hard (an estimated 40% have lost 
their jobs), but they get little sympa- 
thy. Nor are many tears shed for 
property tycoons who have lost a few 
billion dollars. But individual home 
owners are in worse shape, with 
many having loans bigger than the 
value of their flats. If they wanted to 
sell all the same, they might not find 
a buyer because banks nowadays of- 
ten refuse mortgages. 

When Hong Kongers are asked 
what they think about all this, most 
reply along the lines of “The govern- 
ment should do something". Hong 
Kong's treasured role as a free-mar- 
ket bastion was, apparently, a bull- 
market phenomenon. The approval 
rating of the territory's first chief ex- 
ecutive since it reverted back to 
China from Britain in July 1997, 
Tung Chee-hwa, has fallen with the 
stockmarket and now stands at its 
lowest point: 40% are dissatisfied 
with his performance, and 60% are 
unhappy with his government. 

There is not, however, much Mr 
Tung can do. In preserving the cur- 
rency's link with the dollar, his op- 
tions are limited. Mostly he has fid- 
dled with the property market, from 
which the government (owner of vir- 
tually all the land in Hong Kong) obtains 
most of its revenue. As before, the ability of 
Hong Kongers to prosper will depend on 
their adaptability. They have shown they 
can weather the start ofthe storm. How they 
cope when things get worse remains to be 
seen. The generation that has never known 
poverty may soon start quizzing their el- 
ders about survival techniques. 
————————— "ÁPÁuá—— — ——— 
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The torrent along the Yangzi 


BEUING 


Devastating floods will hit China's already slowing economy 


OURAGEOUS civilians shoring up 
dikes against huge waves of muddy 
water. Vast tracts of inundated farmland. 
Heroic soldiers sacrificing their lives to 
save threatened communities, including 
the industrial city of Wuhan and its 7m 
people. Such stories have been leading the 
news in China as the flood-prone valley 
along which the Yangzi river flows suffered 
its worst deluge since 1954. 

More than 2,000 people—possibly 
many more—have died, according to Chi- 
nese officials. An estimated 240m, or one- 
fifth of China's population, have been af- 
fected by the disaster. Although the damage 
to crops, property and infrastructure is cer- 
tainly huge, a final tally will have to wait 
until the more urgent work of fending off 
the river is completed. 

Despite hopes that water levels were re- 
ceding along the middle and lower reaches 
of the Yangzi, another powerful surge of 
water began racing down the river on Au- 
gust 13th, posing a new threat to the already 
ravaged banks. And far to the north, in In- 
ner Mongolia and Heilongjiang province, 
lesser rivers such as the Hulin and the Nen 
have begun to flood, causing yet more 
death and widespread destruction. 

The flooding comes at a particularly 
bad time for the Chinese government. It 
has staked much of its credibility on main- 
taining a high rate of economic growth. 
This year, the regime has stubbornly aimed 
at 8% growth, saying that anything less 
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Fighting the deluge 
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would fail to create enough jobs to absorb 
the millions of workers who are being laid 
off by ambitious reforms in the state sector. 

Last year China's economy grew by 
8.8%, but its annualised rate had already 
fallen to 7% in the first half of this year. Offi- 
cials predict that stronger investment later 
this year will lift growth. Yet, as Asia’s finan- 
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cial crisis starts to take its toll on China, 
pressure is building on its currency, the 
yuan. The country’s central bankers and se- 
nior leaders have sworn publicly, and of 
ten, that the government has no intention 
of devaluing. 

They should be taken at their word. As 
commentaries this week in the People's 
Daily and other official newspapers sug- 
gest, China well understands the political 
gains it is making in the region by being 
seen to hold the line, especially as Japan 
continues to struggle to get its own 
sickly economy in order. That is not 
to say that Chinese officials intend to 
sit and watch their exporters being 
undersold. On August 10th, China 
announced, for the third time this 
year, an increase in tax rebates on a 
wide range of exports. 

Devaluation jitters were calmed 
somewhat this week when China's 
president, Jiang Zemin, promised Ja- 
pan's visiting foreign minister that 
Beijing would not devalue its cur- 
rency. Newly released trade figures 
for July added to the optimism: Chi- 
na’s trade surplus for the month was 
in excess of $4 billion, with a 3.5% 
rise in the volume of exports. 

Yet China still has to face the ef- 
fects of massive flood damage. Gov- 
ernment statisticians have acknowl- 
edged the tragedy’s “considerable 
negative influence on the industrial 
sector.” In the first half of this year, 
they say, industrial output, nation- 


wide, was up 7.9% over that period of 1997; 
but by July only 7.6%. 

China now officially reckons that the 
flooding will shave 0.4 percentage points 
off 1998 GDP growth. Western economists 
think it could be as high as 1%. With so 
much of the population affected, reasons 
one western diplomat, the impact on eco- 
nomic activity is bound to be huge. 

China’s leaders may use the disaster as 
an excuse for having to back away from 
their growth target. If so, that will not be the 
only political use made of the water. The 
managers of China's huge—and highly 
controversial—Three Gorges dam project 
on the Yangzi have already claimed the 
flooding is precisely the sort of problem the 
dam will solve. 

Due for completion in 2009, the Three 
Gorges dam is expected to cost at least $29 
billion. It backers say it will generate vast 
amounts of electricity, help irrigation and 
control floods. Opponents, who include a 
brave handful of local Chinese, insist it is 
too costly, too dangerous and environmen- 
tally disruptive. 

Earlier this month, Lu Youmei, chair- 
man ofthe Three Gorges Development Cor- 
poration, said: "If the Three Gorges project 
had already been completed, the problems 
of flood control would have already been 
solved." Opponents, however, say the dam 
is to blame, indirectly, for the flooding. So 
much money has been spent on it, they ar- 
gue, that the routine work of clearing the 
river bed and maintaining dikes along the 
Yangzi has been neglected. 

One longtime opponent, Huang 
Wanli, a hydrologist, considers the dam to 
be a huge mistake. He stops short of blam- 
ing the floods on the project. But he says 
that even if the dam had been built, it 
would not have helped, since so much of 
the flood water has come from other rivers 
and tributaries farther downstream. 
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Indonesia 


Army on trial 


JAKARTA 


T HE sight of a top general being interro- 
gated for his disregard of human rights 
is unfamiliar to Indonesians. Yet this week 
three senior officers from the army's most 
elite battalion have appeared before a mili- 
tary council to face allegations of abducting 
and torturing political activists. Most 
prominent among them is Lieutenant-Gen- 
eral Prabowo Subianto, son-in-law of ex- 
President Suharto. Once a rising star, he is 
accused of ordering the abductions. If 
found guilty, he may be brought before a 
tribunal to face charges which could carry 
the death penalty. 

Such a public display of displeasure by 
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Wiranto (left) on parade with Prabowo 


Indonesia's military leaders toward one of 
their own would have been unthinkable 
while Mr Suharto was president. Himself a 
retired general, Mr Suharto allowed the 
armed forces to remain above the law—al- 
though he skilfully rotated his command- 
ers to ensure that none could challenge his 
monopoly of power. Since his fall from of- 
fice in May, the armed forces have been 
thrown on to the defensive. 

Many Indonesians are now demand- 
ing an end to the doctrine of dwifungsi, or 
dual function, under which the armed 
forces are responsible for defending the 
country both from external enemies and 
from internal threats. The concept was 
widely exploited by officers to gain promi- 
nent positions in business and govern- 
ment, and sometimes to neutralise politi- 
cal opponents. 

Indonesia's new president, B.J. Habibie, 
badly needs popular support and has no 
special loyalty to the armed forces. He has 
been willing to listen to the complaints of 
victims’ relatives. In the case of the missing 
activists, a campaign by human-rights 
groups, together with diplomatic pressure, 
resulted in nine of the 21 people who were 
kidnapped early this year being released; 
the others are still unaccounted for. The 
harrowing testimony of the nine clearly 
shows that army units were responsible; 
probably the elite Kopassus battalion, 
which General Prabowo then commanded. 
If that were the only skeleton in the army's 
cupboard, it might be able to pin the blame 
on the unpopular general and get on with 
rebuilding its image. But after decades of 
military unaccountability, there is a long 
list of other grievances to be settled. 

The most recent to emerge is what hap- 
pened at Aceh, a devoutly Muslim province 
at the north-western tip of the archipelago. 
Between 1989 and 1993, the army put 
down a separatist rebellion and around 
2,000 people, say human-rights groups, are 
missing as a result. On August 13th local res- 
idents said they had found two mass 
graves. Earlier this month, during a visit to 
Aceh, General Wiranto, the armed-forces 
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commander, apologised for 
past excesses by his men and 
promised to withdraw all 
combat troops from the prov- 
ince. This, an unprecedented 
show of contrition, has raised 
hopes that the army may 
adopt a more conciliatory ap- 
proach to dissent. 

It may have to. Unlike the 
separatist movements in 
mainly Christian East Timor 
and Irian Jaya, which evoke 
little sympathy among Indo- 
nesia’s Muslim majority, the 
repression in Aceh is consid- 
ered by Islamic groups to be 
one of their core grievances 
against the Suharto-era army. Another is 
the shooting of hundreds of Muslim dem- 
onstrators in Jakarta's port district in 1984. 
President Habibie has long courted sup- 
port from the more strongly Islamic sectors 
of Indonesian society. Moreover, some of 
his closest advisers are known to be hostile 
to the army’s continued dual function. This 
is likely to be an issue during the par- 
liamentary elections planned for the mid- 
dle of next year. Which is why the conces- 





The crazies and their poison | 


TOKYO 


N OLD Japanese folk tale, Shitakiri 
Suzume (“The silenced sparrow”), 
tells ofa mean-spirited woman who vin- 
dictively silences a wounded sparrow 
nursed back to health by a kindly man. 
The same warped mentality is probably 
behind an outbreak of poisonings in Ja- 
pan. On July 25th four people died and 
63 were rushed to hospital after eating 
curry laced with cyanide and arsenic at a 
| village fair. On August 10th, ten timber 
| workers fell seriously ill after drinking 
tea and coffee made with poisoned wa- 
ter. The police fear Japan is in for another 
frightening spate of copycat poisonings. 
Such indiscriminate crimes are al- 
most impossible to solve, tending to be 
carried out by deranged individuals. The 
Sarin nerve-gas attack by members of the 
Aum Shinrikyo religious cult in March 
1995, which killed 12 people and injured 
thousands in the Tokyo subway, was also 
copied. Only prompt action by subway 
employees two months later prevented 
clouds of lethal cyanide gas from killing 
commuters at Tokyo’s Shinjuku station. 
Unlike the dozens convicted in the Aum 
case, the individual thought responsible 
for the Shinjuku attack has never been 
found. 
Police are still trying to find out who 
sent a parcel of potassium cyanide to the 
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sions made by General Wiranto may just be 
à tactical retreat in preparation for a longer 
battle to preserve the dominant role the 
armed forces have enjoyed in Indonesia for 
the past 40 years. 
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South Korea and Japan 
War memories 


SEOUL 


OUTH KOREA and Japan commemo- 

rate August 15th—the end of the second 
world war—for different reasons. Since 
1945, South Koreans have celebrated it as a 
day of liberation from 36 years of Japanese 
rule. In Japan it is seen as a day of surren- 
der, and cabinet ministers sometimes visit 
shrines to honour the memory of fallen sol- 
diers. This has long made relations be- 
tween the two countries rather delicate. 
With South Korea's new president, Kim 
Dae Jung, due to visit Tokyo in October, old 
wounds could again be opened. 

One ofthe thorniest issues Mr Kim may 
raise is that of hundreds of young Korean 
girls sent to Japanese army brothels during 


Osaka prefectural government in 1992. 
The same person is thought to have 
poured cyanide into the Ota river in Hi- | 
roshima. Leads have also dried up in two | 
1990 cases in Niigata, where drinks were | 
laced with cyanide at an environmental 
centre. Nor has the “man with 21 faces" 
ever been caught. That was the name 
used on ransom demands made by an 
extortionist who in 1984 poisoned the 
sweets made by two Japanese confec- 
tionery firms. 

Among the few who have been 
caught are those responsible for lacing 
three bottles of Yakult's lactic drink with 
sodium cyanide and leaving them with a 
letter demanding ¥500m (then worth 
$4.7m) outside the company president's 
home in 1996. The police could hardly 
fail to have nabbed them: the culprits— 
three smalltime property developers 
facing bankruptcy—made some 200 
calls to the company to demand money, 
all from the same station exit in Tokyo. 

The police expect no such luck in the 
present wave of poisonings. They say a 
lot could be done to keep poisons under | 
better lock-and-key, and suggest that 
antidotes should be kept at all emer- 
gency centres. But they add that such 
crimes reflect the pathology of the times. 
And for that there is no antidote. 
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the second world war. “We were liberated 
53 years ago, but we have yet to receive rep- 
aration from Japan,” says Kim Bok Dong, 
one of about 150 surviving “comfort 
women” forced into sexual slavery. The Jap- 
anese government argues that the $500m it 
paid the South Korean government in 1965 
(when the two normalised diplomatic rela- 
tions) extinguishes all claims, including 
reparations to the comfort women. Many 
Koreans disagree and say a suitable apol- 
ogy has never been made. 

The antagonism of the past spills over 
into present-day disputes. For instance, ina 
row over fishing rights in January, Japan 
terminated an agreement with South Korea 
and seized some of its fishing boats. In 
Seoul this was seen by some as an act of ag- 
gression by a former coloniser. And even 
though the fishing dispute may be resolved 
by the time Mr Kim arrives in Tokyo, there 
will be other touchy subjects to discuss. 

Many expect Mr Kim to ask Japan to 
make some sort of official apology for its 
war crimes, such as sexual slavery. Histori- 
ans reckon that perhaps 200,000 women 
and girls around Asia were put into broth- 
els by Japanese forces. Women's groups in 
other countries, including Taiwan and the 
Philippines, have also claimed compensa- 
tion. Japan's leaders, however, usually 
maintain that enough regrets have been of- 
fered. But many South Koreans are unsat- 
isfied. Most appear to want something like 
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the tearful apology made in Poland in 1970 
by Willy Brandt, the West German chancel- 
lor of the day, for his country's war crimes. 
Yet a performance like that from a Japanese 
leader seems unlikely. 

The South Korean government paid 
comfort women 35m won ($27,000) each in 
April. Some have also received money from 
a Japanese fund which is formally private, 
but in fact was set up with Japanese govern- 
ment backing. Payments were also ac- 
companied by a letter from Japan's then 
prime minister, Ryutaro Hashimoto, ex- 
pressing an apology. But the comfort wom- 
en's leaders want the Japanese government 
to pay compensation directly and openly, 
and have even obtained a ruling in a lower 
court in Japan that the government should 
do that. 

The Japanese government admitted the 
existence of the comfort women only in 
1993, and issued an apology then. Yet some 
Japanese ministers have since annoyed 
South Koreans by denying the existence of 
sex slaves and trying to have references to 
them removed from history books. When 
he goes to Tokyo, Mr Kim is likely to invite 
the Japanese emperor to visit South Korea. 
But acceptance is uncertain. The emperor 
would almost certainly receive a far more 
hostile reception in Seoul even than he did 
when he visited London in May, where for- 
mer British prisoners of war demanded 
apologies and compensation. 





Myanmar 


The lady's not for turning 


BANGKOK 


The democracy struggle in Myanmar is taking a worrying new tum 


O THE soldiers who run Myanmar, the 

calendar must look rather like the map 
of a minefield. The potentially explosive 
tenth anniversary on August 8th of a blood- 
ily suppressed uprising was sidestepped. 
But other dates still loom worryingly large. 
And it is not safe even on the unmarked 
squares. The 36-year stand-off between a 
military regime and a poor, angry but usu- 
ally cowed people, is now in one of its dan- 
gerous phases. 

The latest unmapped event was an- 
other sortie from her home in the capital, 
Yangon, on August 12th by Aung San Suu 
Kyi, the opposition leader. As on July 24th, 
she set off to visit supporters in the town of 
Bassein. As happened last month, soldiers 
stopped her. Last time Miss Suu Kyi sat it 
out in her car for six days, refusing to turn 
back to Yangon as instructed. Having failed 
to starve her into returning, the soldiers fi- 
nally hijacked her car. The junta was widely 
criticised. Now she is in a van, equipped for 
another long vigil. 
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The junta also faces a dilemma over 18 
foreign activists—from Asian countries as 
well as America and Australia—who were 
detained on August 9th. They had been 
distributing tiny leaflets with a message of 
support for democracy, and a reminder of 
the August 8th anniversary. “The scheme", 
opined the junta's paper, the New Light of 
Myanmar, ^went berserk for the folly of its 
ill intent", which was “tantamount to in- 
citement to riot, with street violence, blood- 
shed, etc etc.” But what to do with the cul- 
prits? To keep them in detention risks even 
worse relations with their countries which 
include such South-East Asian partners as 
Thailand and Indonesia. To let them go 
soon might encourage more to come. As the 
paper says, “cheap scapes |sicf” are “avail- 
able a dime a dozen”. 

These are hazardous times. On August 
18th, examinations begin for students, 
whose universities have mostly been shut 
since a series of protests in December 1996. 
The tests will be held in the students’ home 
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Support for the lady in the van 


towns. But the generals seem nervous even 
at that coming together. On August 21st, à 
deadline set by Miss Suu Kyi for the con- 
vening of the elected parliament expires. 
Since the election, held in 1990 and easily 
won by Miss Suu Kyi's party, has never been 
honoured, the generals are unlikely to give 
way. Thereafter, say exiled students, small 
protests within Myanmar will be stepped 
up, but will disperse quickly to avoid pro- 
voking the army. 

Some exiles worry less whether the op- 
position can mobilise people than whether 
it can restrain them, despite the pervasive 
repression of military rule throughout the 
country. Hardship is spreading, as the re 
gions’ troubles infect Myanmars weak 
economy. Many imports have stopped 
coming in this year; border trade with Thai 
land and China has dried up. Inflation is 
running at about 50% a year—and double 
that for imported products. 

But thousands of people died in 1988 
and Miss Suu Kyi is calling not for con 
frontation but for dialogue. Some people 
are encouraged by signs of splits within the 
army leadership—over such issues as how 
to handle Miss Suu Kyi's outings. But, in the 
past, the armed forces have always pullec 
together when challenged. The army nov 
portrays that challenge as coming from 
Miss Suu Kyi, foreigners, and a handful o 
local “axe-handles” (so-called because they 
are made of wood from the tree they smite) 
But itis much more than that. As one diplo 
mat in Yangon puts it, the regime is ar 
“anachronism”. It will be “dragged dowr 
by its own incompetence, its stupidity anc 
the hatred of its people." Even he concede: 
that this could take some time. 
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Enter the Garcias’ Own Party 


LOS ANGELES 
California’s Republicans woo the state’s multiplying Latinos 


Mike Madrid, the state party’s political 
director, argues that winning back his fel- 
low Latinos is the Republicans’ “number 
one priority”. They are producing cam- 
paign literature in Spanish as well as Eng- 
lish. They have taken out advertisements 
on Spanish-language television. They are 
holding a series of rallies in heavily Latino 
areas of the state. 

Mr Madrid thinks that, for all their dif 
ficulties, the Republicans have culture and 
economics on their side, and one day this 
could produce a sea-change in Latinos’ vot- 
ing habits as revolutionary as the one 
which turned the Republicans into the rul- 
ing party in the South in 1994. Latinos are 
natural supporters of his party's “family 
values" agenda, a support that is grounded 
in Roman Catholicism but is being rein- 


E HIS eight years as governor of Califor- 
nia, Pete Wilson has done the near-im- 
possible. He has succeeded in uniting most 
of the state's very varied Latinos behind a 
single cause. The trouble is that the cause is 
hatred of Mr Wilson's party, the Republi- 
cans. In 1984 Ronald Reagan won 47% of 
the Latino vote in California. By the time 
Bob Dole ran for the presidency in 1996, 
the Grand Old Party's share had collapsed 
to somewhere between 6% and 18%, de- 
pending on which poll you believe. 

This is a looming disaster for Republi- 
cans. By the turn ofthe century, Latinos will 
be the biggest single group in California, 
with 40% ofthe population compared with 
the Anglos’ 39%. By 2020 they could be an 
absolute majority. Latinos are beginning to 
take a bigger part in the political process. 
Political Data Inc, a pollster, has found that 
newly naturalised Latinos turned out for 
the 1996 presidential election in greater 
numbers than the rest of the popula- 
tion. Driving through East Los An- 
geles, a Latino stronghold, you _ fa (^ 
can see gigantic wall paintings /( 
bearing the slogan, “We are 
not a minority.” Unless the 7 
GOP wins over this emerging 
majority, it is sunk. 

It will not be easy. Most * 
Latinos feel passionately that `“ 
Mr Wilson has insulted them, out 
of opportunism or straight ethnic ani- | 
mosity. He has made no attempt to dis- | 
tinguish between legal and illegal im- 
migrants. He has portrayed immigrants | 
who had come to California to makea | d 
better life for themselves as little more M <a 
than welfare scroungers. And he helps 
zealots who feel that Latino immigration 
spells economic and cultural disaster. 

Yet, despite Mr Wilson’s legacy, the Re- 
publican cause is not entirely lost. Richard 
Riordan, a Republican who has carefully 
dissociated himself from Mr Wilson's im- 
migrant-bashing, increased his vote from 
43% of Latinos when he first ran for mayor 
of Los Angeles in 1993 to 6096 when he ran 
again in 1997. Now the Republicans have 
to do in the rest of the state what they have 
done in its most Latino city. 
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forced by the Pentecostalism now sweeping 
through immigrant communities. They are 
worried about the Democrats’ line on abor- 
tion; they also frequently find themselves 
at odds with the homosexual-rights lobby 
that forms such a powerful part ofthe Dem- 
ocratic Party in both LA and San Francisco. 

Latinos are also more economically 
conservative than many Democrats—and 
become more so the longer they stay in the 
United States. Gregory Rodriguez, of 
Pepperdine University, has found that by 
1990 more than half the households of 
American-born Latinos and about a third 
of those of foreign-born Latinos were mid- 
dle-class, in the sense that they owned their 
own homes. The Latinos' way to a better life 
is to set up small businesses and buy their 
own houses (often by pooling the resources 
of their extended families) rather than rely- 
ing on the public sector. About a third of 
Latinos now live in suburbs. The common- 
estsurname of new home-buyers in Los An- 
geles County is Garcia. 

So the Republicans are determined to 
*put a Latino face" on their party. They 
have two Latinos running for state-wide of- 
fice: Ruben Barrales for state controller, 
and Gloria Matta Tuchman for superinten- 
dent of public instruction. They also have 11 
candidates for the state legislature, up from 
three a few years ago. Four are running in 
safe seats—notably Abel Maldonado, the 
31-year-old mayor of Santa Maria, who 
started life working in the fields but now 
runs a multi-million-dollar business. The 
party's propaganda is full of Latino names 
and faces. Latino policemen and crime vic- 

tims feature on its television slots. Sym- 
pathisers bombard newspapers with 
opinion columns. 

Yet the Republicans are also 
putting huge store on two An- 
glos. One is Dan Lungren, their 

candidate for governor. They 
feel that, since the Latinos were alien- 
ated by one powerful individual, they 
can be re-won by another. Mr Lungren is 
presented as the natural successor to 
Ronald Reagan, with Mr Wilson 
downgraded to a temporary ab- 
erration. Mr Lungren’s Reagan- 
like rhetoric about Latinos hav- 
ing their “foot on the gas pedal 
of the booming Californian 
economy” is thought to play 
well with a group that is 
both younger (average age 26) 
and more optimistic than 
Californians in general. 
The other Anglo is George 
Bush, governor of Texas, 
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who might well be the Republican candi- 
date for the presidency in 2000. Mr Bush, 
unlike Mr Lungren, is a fluent Spanish- 
speaker. With an approval-rating of more 
than 60% among Latinos in Texas, he 
should do well among those in California. 
His ex-president father founded the Repub- 
lican National Hispanic Assembly in 1974. 
His brother Jeb has a Mexican wife and “lit- 
tle brown" children, in the former presi- 
dent's somewhat unfortunate phrase. 

The Republicans carefully tailor their 
message to different sections of the Latino 
population. They find that social conserva- 
tism plays best with the most recent immi- 
grants. The 30,000 Latinos naturalised ev- 
ery month in the state are likely to come 
across Republican literature portraying the 
Democrats as the party of abortion rights 
and "alternative lifestyles". For longer-es- 
tablished Latinos they stress economic 
themes. Republican workers, having 
searched through the deeds of all new 
home-owners for Latino names, go and call 
on them. In general, home-owners are 
about three times likelier to vote Republi- 
can than house-renters. 

Already there are signs that the Demo- 
crats cannot take the Latinos for granted. 
Some 40% of the state's Latinos defied their 
leaders to vote for scrapping bilingual edu- 
cation, a sign that they are not willing to 
vote purely on ethnic lines. Mr Madrid re- 
ports that the Republicans are beginning to 
see a rush of applications from ambitious 
Latinos who realise that the other side of 
the aisle is already full. 

This is good news for more than the 
GOP. It does not help Latinos if the Demo- 
crats can take their votes for granted, as they 
do black votes. And California will be a bet- 
ter place if its politics is no longer polarised 
between aggressively multicultural Demo- 
crats and lily-white Republicans. 





President and press 


Hold your breath 


WASHINGTON, DC 


HE traffic in and out of the federal 

courthouse was light in the week before 
Bill Clinton gives his grand-jury testimony, 
but the Monica Industrial Complex had no 
trouble chugging along with a momentum 
ofitsown. While the president prepared for 
his videotape day in court, spin doctors, 
former prosecutors and law professors took 
to reading tea leaves about what Mr Clin- 
ton may say when he is questioned on Au- 
gust 17th. The time and energy the media 
have devoted to analysing the Monica 
Lewinsky scandal are unparalleled since 
the time another resident of Brentwood, 
California, O.J. Simpson, stood trial for 
double murder in 1995. The smirkier sort of 
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See what you mean 


people have even begun calling MrClinton 
the “OJ. president". 

The two episodes do indeed have some 
similarities. First, the prosecutors. Al- 
though the White House likens Kenneth 
Starr to Torquemada, in some ways he 
bears a greater similarity to Marcia Clark, 
the plodding prosecutor in the Simpson 
case. Like Mrs Clark, Mr Starr has been criti- 
cised for the length and cost of his investi- 
gation. Mr Simpson’s lawyers got their cli- 
ent off the hook by drawing attention to 
Mrs Clark’s often inept techniques; now 
the White House has sought to deflect criti- 
cism of the president by branding the inde- 
pendent counsel a clumsy right-wing 
zealot. 

Then there is the DNA evidence, a cen- 
tral feature of both cases. Mrs Clark had a 
bloody glove and a mountain of genetic ev- 
idence that she said linked O.J. Simpson to 
the crime. Mr Starr has a stained dress and 
a fervent hope that what is on the dress will 
make his case for presidential perjury. 

Above all, the glow in the eyes of the me- 
dia visible during the Simpson trial has 
been re-ignited by the White House crisis. 
In the 1990s, says the aptly named Suzanne 
Garment in her book “Scandal”, “our sys- 
tem is now able, perhaps for the first time, 
to produce scandals at will, in steady and 
unending supply." This is good news for 
CNN and the other 24-hour news networks 
whose ratings soar at scandal time. Obscure 
legal figures have achieved overnight fame, 
and journalists such as Geraldo Rivera, 
once the king of afternoon “trash Tv”, have 
a new legitimacy as purveyors of scandal 
wisdom on cable television. 

Mr Clinton is accused of nothing like 
double murder. Yet, to weary sceptics in 
baking-summer Washington, the mood of 
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excited scandal seems to blur the dividing 
line. Gruesome crimes and tawdry sex acts, 
they complain, are all fodder for the na- 
tional soap opera. When even these be- 
come mundane, the public will doubtless 
clamour for new excitement; and the me- 
dia will duly look for the next thriller. 





Pedestrians at risk 


Watch your step! 


WASHINGTON, DC 


UST Americans now count walking, 
like hang-gliding and boxing, as a 
dangerous activity? Are the streets of Flori- 
da’s Orlando and its metropolitan region 
really three times more risky for the humble 
pedestrian than the potholed roads of 
Washington, pc? Apparently so, according 
to the imaginative number-crunching of a 
report from the Surface Transportation Pol- 
icy Project, a Washington-based lobby. The 
STPP’s executive director, Roy Kienitz, 
sternly declares that Americans below the 
age of 19 face a greater chance of death from 
walking than from any headline-grabbing 
combination of E.coli outbreaks, acciden- 
tal shootings and car airbags. 

True enough. In 1996 some 837 young 
pedestrians were killed by cars; in contrast, 
only 23 children were killed by airbags. Nor 
is the danger confined to children. In 1996 
more than 4,300 adult pedestrians were 
killed, and pedestrian deaths regularly ac- 
count for around 12% of all traffic-related 
deaths and serious injuries. 

So are the wide streets of Phoenix safer 
than chaotic New York? Not at all. By taking 
serious or fatal pedestrian accidents per 
100,000 people, and adjusting this to the 
percentage of the population who walk to 
work, Mr Kienitz's researchers have devised 
a "pedestrian danger index”: Phoenix gets a 
dodgy 63, whereas the New York area gets a 
more comforting 28. At the top, with 95, is 
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Orlando; safely at the bottom, with 16, is the 
Cincinnati-Hamilton region in Ohio. 

The higher figures, Mr Kienitz argues, 
prove the folly of a transport and zoning 
policy that favours the motorist with wider, 
straighter and faster roads (until recently 
pedestrians were described in one traffic- 
engineering manual as "traffic flow inter- 
ruptions") across an ever-bigger urban 
sprawl. No wonder—quite apart from pa- 
rental fears of crime or molestation—that 
America's children so rarely walk or cycle to 
school, and no wonder a third of America's 
children and half its adults are now classi- 
fied as overweight, if not actually obese. 


And the remedy? Congress has passed 
the Transportation Equity Act, which pro- 
vides plenty of money for pedestrian- 
friendly measures such as wider sidewalks, 
better road-crossings and “traffic-calming” 
road humps. The stpp suggests that each 
state should match the percentage of safety 
money spent on pedestrians to the pedes- 
trian share of traffic deaths. As Mr Kienitz 
argues, "Where walking is safe and conve- 
nient, more people walk...We need to 
stop building communities that treat walk- 
ers like the enemy." Quite so, but while pet- 
rol costs a mere dollar a gallon, will anyone 
listen—or will the fat just drive to the gym? 





American democracy 


How far can you trust the people? 


PORTLAND AND SALEM 


After Switzerland, the United States now uses direct democracy more than any 
other country in the world. As they gear up for November's congressional poll, 
Americans know that the struggle for elective office is only one part of their 
country's politics. In the first of three articles about other strands to American 
democracy, we look at referendums in Oregon 


T IS evening on the edge of Port- 
land. The rain has stopped; the 
air is fresh; commuters roar down 
highways to homes in the surround- 
ing greenery, stopping down slip 
roads to shop for groceries on their 
way. If you stand in one of these 
shopping enclaves, watching the 
cars grunt to a halt in the vast parking lot, 
you can drink your fill of suburban Ameri- 
can stereotypes: the fit and the fat, the pol- 
ished loafers and the canvas trainers, the 
clean-shaven and the unkempt. And be- 
cause this is Oregon, which has put more 
issues than any other state to the test of a 
referendum, you can stand outside a super- 
market and wrestle with a question at the 
heart of the politics of the future America. 
That question is whether direct democ- 
racy is good or not. At the turn of the cen- 
tury, Oregon and several other western 
states adopted the ballot initiative: any citi- 
zen may draft a petition, and if this attracts 
a set number of signatures it is put before 
the voters in a referendum. The device has 
since spread across the country: some 250 
referendums are held over the course of 
each two-year election cycle. The idea is to 
shift power away from professional politi- 
cians, who may be corrupted by lobbies or 
blinded by elitism, to ordinary citizens. 
Just by the supermarket entrance, Kevin 
Schaumleffle is collecting signatures for a 
petition. He stands in jeans and a sports 
sweater behind an ironing board with a 
handwritten sign stuck to it: "Kids need 
parents, not visitors" it declares. As the 
commuters walk by, he asks politely for 
their signatures. Most ignore him; some do 
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not even deign to look at him; but a 
few stop by, ask what he is petition- 
ing for, and sign his form. 

Mr Schaumleffle’s petition 
would require judges to give most 
divorcing parents joint custody of 
the children. Nine years ago, Mr 
Schaumleffle’s wife took away his 
children; and after stealing them back on 
two occasions, one time driving them way 
south into Mexico, he found that the law 
generally catches up with you, leads the 
kids away and locks you in jail. And so now 
Mr Schaumleffle has given up breaking the 
law, and is trying instead to get it changed. 

At first he tried lobbying the state legis- 
lature down in Salem, Oregon's state capi- 
tal. He works odd hours, as a military re- 
servist and a hypnotist, so he could make 
time to walk the corridors and advance his 
argument. But, even 
though he is a tough man, a 
judo expert, a man who has 
no difficulty making a 
member of a theatre audi- 
ence believe she is Ma- 
donna, Mr Schaumleffle 
found he lacked the polish 
or the money to make legis- 
lators hear him. So he 
abandoned lobbying, and 
turned instead to the de- 
vice created for ordinary 
citizens like himself. 

Indeed, Mr Schaum- 
leffle seems the archetype 
for whom this process was 
created. He has no connec- 
tions or money; but he has 


" * E "n g er, qu “TS? e 
* T" 


an honest passion for one issue, and his 
idea seems not unreasonable. And yet he 
admits that, although he has twice tried to 
collect the 72,000 signatures needed to get 
his idea before the voters, he has never even 
reached the half-way mark. He also tells you 
something else of interest. While collecting 
names for his own petition, he is doing the 
same for three more; and he is being paid to 
do so, at 50 cents a signature. 


Democracy goes bing 


One of his paymasters is Bill Sizemore, a 
strapping giant with an unkempt fringe 
who is Oregon's top petitioner by far. Since 
1994, Mr Sizemore has got seven measures 
before the voters, and had five passed. One 
blocked the expansion of Portland's com- 
muter railway; another forced cuts in pub- 
lic employees compensation; the most 
famous required a deep reduction in prop- 
erty taxes, making the state throw out its 
budget and rewrite it from scratch. Referen- 
dums have made Mr Sizemore, by most 
reckonings, more powerful even than Ore- 
gon's governor, though he has accepted, as a 
sideline, the Republican nomination in 
this year's gubernatorial election. 

Mr Sizemore presents himself as a citi- 
zen-politician. "The things we do are for ev- 
eryday working people. The big corpora- 
tions oppose everything we do," he says. 
The legislature "is controlled by special-in- 
terest groups and lobbyists, corporations 
and unions. The only way to pass laws that 
represent ordinary people is through the 
initiative process.” Lobbies detest Mr 
Sizemore so much that they have threat- 
ened him (“I’m going to gut-shoot you,” one 
menacing caller said). And yet, ifyou spend 
a day with Mr Sizemore, it is hard to see 
him as just another guy in the street. 

Unlike Mr Schaumleffle, Mr Sizemore 
does not stand outside supermarkets with 
petitions. He has this organised by Saul 
Klein, a young entrepreneur in loose jeans 
and a windbreaker, who has rented a cou- 
ple of rooms in downtown Portland and 
written “Klein Campaigns” on a scrap of 





All the way, they say 
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paper on the door. There is nothing in the 
office except a few tables and one gleaming 
computer, where the spreadsheets on sig- 
nature harvesting are kept. Mr Klein sits at 
the keyboard, signs cheques for petitioners 
who drift in with clutches of signatures, 
and says, "Petitioning is like, bing! It's cool." 

Sometimes it can bing especially nicely. 
Once, when Mr Klein was out collecting sig- 
natures in Seattle, a man went on the ram- 
page with a samurai sword, and a crowd 
formed to watch him. People, unusually in 
America, were standing around idly: Mr 
Klein collected $100 worth of signatures in 
a cool half-hour. But even without the help 
of psychos, a signature-gatherer can make a 
steady income. As the petitioning season in 
one state winds down, a new one starts up 
elsewhere; an army of migrant harvesters 
boards jalopies and heads out on the high- 
ways, to make democracy work. 

Mr Sizemore, for his part, goes about in 
a hulking four-wheel drive. He has assem- 
bled some rich backers. Suitably financed, 
he sits in the back of his vehicle while an 
assistant does the driving, making calls on 





his cell phone. He stops to make a speech at 
a chamber of commerce, then attends a 
gathering of cowboy-booted sheriffs who 
are thinking of endorsing his run for the 
governorship, and finally swings by the 
state legislature in Salem. There he walks 
up to the capitol, whose walls are inscribed 
with a passage that might ordinarily read as 
an apt welcome to a tribune of direct de- 
mocracy: "A free state is formed and main- 
tained by the voluntary union of the whole 
people," it intones. But on this occasion 
these words sound a bit ironic. 

For Mr Sizemore has come to the capi- 
tol not to proclaim the views of the people 
to a legislature corrupted by lobbyists. He 
has come to meet a lobbyist, and to accept a 
cheque. Without money, and without the 
ability to retain Mr Klein's services, Mr 
Sizemore's petitions would get nowhere. 

Over the past decade or so in Oregon, 
almost every initiative that passed the 
72,000 mark has done so with signatures 
collected in this way. It is not possible for 
one signature-collector to leap the hurdle, 
even if friends help him. In bigger states 





Got to draw the line somewhere 


OPELOUSAS, LOUISIANA 


COMBINATION of summer heat 

and teenage boredom causes trou- 

ble anywhere. In Opelousas this summer 

it has brought an almost certainly 

. doomed attempt by the law to define 

where the lower part of male attire 
should begin and end. 

The baggy-pants look is said to have 
been created in New York, by inner-city 
boys mimicking the beltless men in 
prison. Opelousas, population 20,000, is 
no New York, but its young people have 
| embraced the fashion with enough gusto 
, to have their elders calling on the au- 
| thorities for help. Respectable people in 
| Opelousas, on the fringe of Cajun coun- 
| try, said there ought to be a law against 
| loose pants worn so low they leave a 
boy's underwear in view. So the police 
| 





are giving out tickets for indecent expo- 
sure: penalty, up to six months in jail. 
Young men and small boys roam the 
streets in shorts a size too large, exposing 
as much as half of their underpants. One 
ten-year-old unzips his fly as soon as he 
leaves his mother’s sight. The only good 
thing about it, say policemen, is the tacti- 
cal advantage it gives them: young sus- 
pects find it hard to run away when their 
trousers are falling down. Something 
had to be done. The chief of police, Larry 
Caillier, decided to act, with one proviso. 
. He will give tickets only to boys whose 
private parts are on public display. 
| Most adults in Opelousas thought 





this was great, though one great-grand- 
mother said the police should also stop 
boys from wearing braids in their hair. 
The young, on the other hand, say they 
want fashion freedom. If they don't fight 
back, the rules will get even tighter, says 
Anthony Sonnier, 26, his jeans resting 
precariously at mid-hip: go on this way, | 
and suits and ties will be mandatory. 

Not everyone thinks that would be 
bad. The local high-school principal, 
Raymond Cassimere, says that in an age 
of liberation somebody has to set stan- 
dards. He does his part, sending boys 
home from school if they don’t wear 
belts in their belt-loops. So far, he adds, 
girls have not required the same sort of 
discipline. “They tend to wear their 
clothes a little bit... well, firm.” Which 
poses another problem altogether. 
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like California, where ten times as many 
names must be collected, the hurdle is still 
higher. Of course, whether the solicited 
passer-by gives or refuses his signature— 
and whether voters later on say yes or no to 
the proposal on the referendum—is the free 
choice of ordinary people. That is what 
warms the heart of direct democrats. Yet the 
paid-for organising of signature-collection 
does leave an odd taste in the mouth. 

Referendums can be worth having. 
They often force issues that politicians 
would rather duck: petitions in California 
have compelled debate about affirmative 
action and bilingual education, and Ore- 
gon's fondness for initiatives has made it 
the first state to grapple with the issue of 
doctor-assisted suicide. Oregon's governor, 
John Kitzhaber, dislikes referendums in- 
tensely—*very frustrating", he calls them; 
"you get a lot of wacko things on the bal- 
lot"—but this could be a sign that the ref- 
erendum process is doing its job. 

And yet there remain clear problems. 
Although they sometimes galvanise gov- 
ernment, petitions can also choke it. Some 
of Oregon's petitions are poorly drafted: 
their meaning is ambiguous, or they con- 
flict destructively with other laws, or they 
are unconstitutional. Of the eight ballot 
measures passed by Oregon's voters in 
1994, three have since been struck down, in 
whole or in part, by the courts; others have 
had their ambiguities unpicked by admin- 
istrative agencies. Either way, this is ironic. 
A device created to enhance the power of 
the people ends up enhancing the power of 
judges and bureaucrats, at the expense of 
the people's elected representatives. 

Moreover, it can hugely mess up bud- 
gets. Mr Sizemore's anti-property-tax mea- 
sure, for example, deprived local govern- 
ments of $320m a year, a bit over a tenth of 
total revenues. Another measure, imposing 
minimum mandatory sentences, made the 
state embark on a $461m programme of 
prison building, plus $100m a year or so in 
operating costs. As a result of such mea- 
sures, Oregon has cut its police force even 
as its population has expanded; it has cut 
spending on higher education more deeply 
than any other state apart from Vermont. 

That would be fine if the voters had 
made these choices deliberately. But, asked 
to vote yes or no on proposals that by them- 
selves seem attractive—fewer criminals on 
the street, lower taxes—people may say yes 
without considering the knock-on effects. 
For all their failings, professional politi- 
cians do not look at issues in isolation: they 
have to decide about many questions, and 
weigh trade-offs. That may not make them 
popular, but it is part of governing. Per- 
haps, as ordinary people grow more prac- 
tised in the craft of direct democracy, they 
may learn these politicians’ skills; after all, 
the Swiss seem to manage it perfectly well. 
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BOOSTS INTERNATIONAL PRESENCE 


Premium income which in 1997 
amounted to Ecu 20,904 million 
is expected to rise in 1998 

to over Ecu 31,000 million, 
putting the Group 

in third place in Europe. 


The Generali Group is present in 50 coun- 
tries with 109 insurance companies as well as 
62 financial, real estate and agricultural com- 
panies. 

Premiums 1997; Ecu 20,904 million (* 16.196), 
81.4% in the EU; 54% from the life branch. 
Investments: Ecu 76,835 million, up by 
Ecu 14,116.2 million over 1996; 64.8% in 
bonds, 14.6% in shares, 9.3% in real estate. 
Investment income: Ecu 5,069.8 million 
(+ 14.996). 

Realised capital gains: Ecu 1,084.3 mil 
lion; unrealised capital gains only on 
shares Ecu 4,987.8 million. 
Consolidated profit: Ecu 531.2 
million. 


ROE: 10.1% (8.7% in 1996). 


8 The Parent Company Assi- 
curazioni Generali S.p.A. 


Ecu 289 million. 

Dividend per share: Lire 385 
(Ecu 0.198), also taking into ac- 
count the shares issued following 
the capital increase of March 1998, 
for an overall amount of Ecu 203.5 
million (* 19.496). 


B The acquisitions carried out in 1997 and in 
the early part of 1998 have reflected a strategy 
aimed at strengthening the Group's presence 
in the international market. 

[n 1997, the Group completed the acquisition 
in Israel of Migdal, an insurance group which 


All figures have been converted at the rate of exchange of E | = Ecu 14945 


Central Head Office in Trieste (Italy) - United Kingdom Branch in London and seven other UK Centres. 


The Generali Group also operates in the United rom through: 
D.B.I. Insurance, Northern Star Insurance, Europa 


N ee ere eee http fwww generali com 
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nsurance, Europ Assistance. 


recorded a premium income of over Ecu 1,240 
million with a 2496 share of the market. 
In the first months of 1998, the Group gained 
in Germany a controlling stake (65.7396 of the 
capital at a cost of Ecu 3,700 million) in Aache- 
ner und Münchener Beteiligungs-Aktienge- 
sellschaft (AMB), a group that currently ranks 
third in the German marker with a premium 
income of over Ecu 8,865 million. Following 
the operation, the market share held by the 
Generali Group in Germany has gone up from 
1.596 to nearly 896 (1096 in the life branch). 
In France, the GPA group as well as Proxima 
(premium income of Ecu 1,082 million) have 
been entirely taken over at a cost of Ecu 770 
million. 
To finance these operations, the Parent Com- 
pany launched a capital increase of Ecu 2,061 
million which was fully subscribed. 
In July this year, Generali entirely took 
over BSI - Banca della Svizzera Italiana 
(which manages assets amounting 
to Ecu 20,600 million) at a price of 
Ecu 1,155 million. The opera- 
tion is part of Generali's stra- 
tegy to strengthen its presence 
in the savings business: ove- 
rall assets managed by the Ge- 
nerali Group amount to over 
(f Ecu 154,600 million. 
Within the Group a signifi- 
cant reorganisation drive is un- 
derway in France, Spain, Ger- 
many, Italy and Great Britain to 
ensure increased efficiency and 
profitability. 
B The Board of Directors - elected at Assicu- 
razioni Generalis AGM held in Trieste on 
June 27, 1998 - reconfirmed Antoine 
Bernheim as Chairman, Gianfranco Gutty as 
Vice-Chairman and Managing Director, 
Francesco Cingano as Vice-Chairman, and 
Fabio Cerchiai as Managing Director. 
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From Albright to all-murk 


HE story of Madeleine Albright is enough to make a strong 
heart gloomy. When she became secretary of state 18 months 


| ago, things seemed splendid. She was the first woman in the job; 


she had an appealing personal story, as a childhood refugee 
from Hitler and Stalin; she exuded the charm and fluency so 
important in the age of television. She had more star power than 
any secretary of state since Henry Kissinger, a fact especially no- 
ticeable because she succeeded plodding Warren Christopher. 
Yet these days almost nobody speaks well of her. And this raises 
painful questions about America’s capacity for leadership. 

People said that Mrs Albright's charm would invigorate for- 
eign policy. She knew how to get the rest of the administration 
on her side. She knew how to per- 
suade voters not to be bored by 
abroad. She knew how to coax the 
chivalrous southerner out of Jesse 
Helms, the usually cantankerous 
chairman of the Senate foreign-re- 
lations committee. And she 
sounded bold. She described Amer- 
ica as the “indispensable nation”. 
She said her mindset was formed 
by Munich rather than Vietnam, 
meaning that she would not shrink 
from using force against tyranny. 

Early last year, Mrs Albright's 
clout within the administration 
helped to keep America engaged in 
Bosnia. But then her clout seemed 
to wane. In May she delivered an ul- 
timatum to Israel: co-operate on a 
new peace plan, or America will be 
rough on you. Israel refused to co- 
operate, but Mr Clinton refused to 
get rough: Mrs Albright seemed to 
have less leverage at the White 
House than Israel's lobbyists. As if 
to underline this point, the presi- 
dent recently appointed her rival, 
Richard Holbrooke, as ambassador 
to the United Nations: the word is that the secretary of state was 
informed rather than consulted about this. 

Mrs Albright's reputation for connecting with Middle Amer- 
ica has faded, too. In February, in a college gymnasium in Ohio, 
she and two other top administration officials made the case for 
containing Saddam Hussein. They failed to win over their audi- 
ence, and this debacle helps to explain why America's response 
to Iraq's current defiance of UN sanctions has so far been mushy. 
Mrs Albright's courtship of Mr Helms has also delivered less 
than had been hoped. It eased the passage of NATO enlargement 
in the Senate, and helped get the chemical-weapons treaty 
through: both considerable achievements. But Congress still 
refuses to pay America's past UN dues, and jerks its knee at ad- 
ministration policies from freeing trade to engaging China. 

Because Mrs Albright has not always won the backing of the 
president, voters and Congress, she has failed to deliver on her 
bold rhetoric. She promised a Munich mind-set; but NATO still 
shrinks from deterring Serbian attacks on Kosovo. She promised 
that the indispensable nation would make its influence felt; but 
Israel has shown it can dispense with her advice quite cheerfully. 
Now, when Mrs Albright promises that the terrorists who blew 
up American embassies in Africa will be found and punished, 
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Washington's commentariat raises its eyebrows. 

What to make of this humiliation? Some say it shows that 
charm and sound-bites are no substitute for geopolitical grasp, 
or(depending on the critic’s point of view) for attention to detail. 
This is unfair. Mrs Albright, a former academic, grasps geopoli- 
tics as well as the next wonk; and she has deputies to worry about 
detail. Others suggest that Mrs Albright has been undermined by 
a president who thinks about scandals more than foreign policy. 
But Mr Clinton has actually made foreign policy a feature of his 
second term, so this is not the whole answer. The better explana- 





tion for Mrs Albright's come-down lies not in scandals or in her | 


personal failings, but in the nature of her job. Hence the painful 
possibility that whoever comes 
next will also have trouble. 

Since the end of the cold war, 
America’s foreign ministers have 
been in a bind. If they speak in 
vague and cautious tones, their 
countrymen will be confirmed in 
their suspicion that foreign policy 
is a hopeless muddle and may any- 
way no longer matter. This is what 
happened in Mr Clinton’s first 
term: Mr Christopher was grey, so 
Congress slashed the foreign-policy 
budget and other bits of the admin- 
istration grabbed juicy issues (Ja- 
pan policy was run first by the trade 


gon). If foreign ministers speak 
boldly, on the other hand, they may 
fall into Mrs Albright's trap. They 
will command admiring attention 
for a while. But they may fail to de- 
liver on their bold words, in which 
case humiliation will follow. 

This, of course, is a general 
problem of America’s divided gov- 
ernment: each power centre is 
tempted to proclaim a vision in or- 
der to stay ahead of its rivals, but at the same time the division of 
power tends to block the action needed to deliver on the vision. 
Yet the problem is especially acute in foreign policy. For one 
thing, the temptation to proclaim vision is uncommonly power- 
ful: you can get away with vision-free steadiness on transport 
policy, but if you propose to risk soldiers’ lives you need a grand- 
sounding reason. For another, the task of living up to a vision is 
uncommonly tough. Unlike roads, the myriad trouble-spots of 
the post-cold-war world do not lie quietly there while you won- 
der how to fix them. 

Does this mean that the predicament of America’s secretary 
of state is hopeless? No: just difficult. It is possible, after all, to 
imagine a set of conditions under which Mrs Albright might 
have fared better. Ifshe had enjoyed a stronger personal relation- 
ship with Mr Clinton, she might have avoided the boomerang 
ultimatum to Israel. If she had chosen a friendlier setting than a 
gym full of students, she might have avoided the public-relations 
debacle on what to do about Saddam Hussein. If Mr Clinton 
had been undistracted by scandal, he might have backed her 
more vigorously in Congress. Perhaps the next secretary of state 
will succeed famously; perhaps this one, as she probably de- 
serves, will recover from her woes. Alas, the odds are daunting. 





negotiators and then by the Penta- | 
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That’s why our 
screens are larger so 
they're easier to 
read. We call this 

technology.” 


http://nokia-asia.com 


For nearly 50 years, the Overseas Union Bank Group has 
been helping scores of companies and entrepreneurs 
launch successful ventures across Asia, Europe and 
America. With 74 offices in 16 countries, including the 
UK and US, we are the best-represented ASEAN bank 
in East Asia. As the fifth largest ASEAN bank in terms 
of Shareholders' Funds, we are totally committed to 
regional growth. As an investor, you'll benefit from our 
extensive knowledge, expertise and vast business 
connections through our global network of offices. With 


OUB as your partner, you can think bigger. 


OUB. TAKING THE LEAD IN REGIONAL BANKING. 





OVERSEAS UNION BANK 





Melbourne International Airport, Australia 


Overseas Union Bank Limited 1 Raffles Place, OUB Centre, Singapore 048616. Tel: (65)533-8686, Fax: (65)535-5285. Website at http://www.oub.com 








dney Branch, Overseas Union Bank Building, 12th Floor, 53 Martin Place, Sydney, NSW 2000, Australia. Tel: (61)2-92334211, Fax: (61)2-92336492. 





a.m., 4000 miles from home and your 
stomach says, “Lets do lunch." 
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Room service responds, 


SYDNEY 


A FOUR SEASONS HOTEL 


Travelling on business can make unusual demands on you, and that often translates into an unusual order for us. Fortunately, 
at The Regent, we speak the same language. So, when your internal clock is set for an entirely different time zone 
and you feel like doing lunch, just ask. Our time zones are universal, The Regent. Where our standards meet yours. 


BANGKOK. BEVERLY HILLS. CHIANG MAI, HONG KONG, JAKARTA, KUALA LUMPUR. SINGAPORE. SYDNEY. TAIPEI. 


FOUR SEASONS. DEFINING THE ART OF SERVICE AT 40 HOTELS IN 19 COUNTRIES. 


www.rih.com 
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Fortress Mexico 


MEXICO CITY 


Mexico cannot end its troubles in ce on its own. But, long 
distrustful of foreign meddling, it won’t 


HAT would Pavlov, the scientist who 

trained a dog to salivate at the sound 
ofa bell, have made of the discovery that an 
entire country can acquire a conditioned 
reflex? At the merest scent of foreign med- 
dling in the trouble stirred up by Zapatist 
rebels in its jungle backyard of Chiapas 
state, Mexico bristles, pricks up its ears and 
Starts growling. Does Madeleine Albright 
talk of the American government “press- 
ing” Mexico's to resolve the conflict, or do 
American senators draft a (quite ineffec- 
tual) resolution calling for fewer troops in 
Chiapas? Is Kofi Annan due ona flying visit 
from the United Nations? Do home-grown 
human-rights groups ask the uN’s high 
commissioner for human rights, Mary Rob- 
inson, to mediate? The instant response is: 
hands off, we can do this ourselves. 

There is many a past trauma to explain 
this side of the Mexican psyche. The Span- 
ish conquest and the subsequent mixing of 
bloods and cultures gave the nation a per- 
manent identity crisis. Authoritarian Span- 


ish rule for nearly three centuries left it with - 


a lasting dislike of being bossed about. And 
the first of many resentments against its 
overbearing northern neighbour was sown 
in the 1840s, when first Texas, then vast, if 
mostly unadministered, chunks of what is 
now the western United States were surren- 
dered by treaties to the Americans—not 
least California, where, to add loss to in- 
jury, gold had been found nine days before. 

Then, in the 1860s, Napoleon III, with 
help at first from Spain and Britain, took 
the excuse of some unpaid debts to send a 
French army, which occupied Mexico city 
and imposed a Habsburg emperor. The in- 
vasion, and later the overthrow of the un- 
fortunate Maximilian, are remembered in 
Europe only for Manet's painting ofhis exe- 
cution. But in Mexico, these memories of 
foreign intervention, even though not re- 
peatedly reawakened like those of Ameri- 
can meddling, are still alive. 

Nationalism has served Mexico's gov- 
ernments well. It supported tough actions 
such as the expropriation of foreign oil 
companies in 1938 and the nationalisation 
of private banks in 1982. Earlier this year, 
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et anyone else try to help 


when foreign tourists accused 
of meddling in Chiapas were 
expelled, the voice of the peo- 
ple—whipped up with the 
help of the widely watched 
television news—gave them a 
resounding shove-off. And na- 
tionalism can be flexible: 
thanks to the drug war, Mex- 
ico gets a lot ofAmerican mili- 
tary aid and training, though 
it almost never allows Ameri- 
can instructors on to its soil. 
Soto find the government cry- 
ing national sovereignty 
about Chiapas is no surprise, 
especially if it has been up to 
some nasty things there that 
foreign meddlers might notice—as it has. 

But with presidential elections ap- 
proaching, it is not only the ruling Institu- 
tional Revolutionary Party, the pri, that 
acts this way. Other parties seem to believe 
they too must play the patriot. This drives 
them into some schizoid tactics. When, in 
May, the United States’ “Operation Casa- 
blanca” caught employees of most of Mexi- 
co's big banks laundering drug money, the 
chief worry of both main opposition par- 
ties was not whether Mexico’s banking su- 
pervisor was asleep on the job, but how 
American agents had been able—nay, how 
dared they—to operate on Mexican soil 
without telling the government. Yet the left- 
wing Party of the Democratic Revolution 
(PRD) has been trying to pin much of the 
blame for Mexico’s costly and mishandled 
bank bail-outs following its 1994-95 crisis 
on that same banking supervisor. 

So too with Chiapas. After two years of 
frustration, a commission trying to medi- 
ate there gave up and dissolved itself in 
June. Another one, a cross-party bunch 
from Congress called Cocopa, has been try- 
ing to bring the two sides to direct talks. But 
Cocopa’s opposition members have been 
scathing about the government's latest 
peace-offering. It includes proposals to dis- 
arm the armed (and some say officially 
aided) civilian groups responsible for 
much of the violence, speed up the release 





of political prisoners and suspend the re- 
taking of municipalities declared “autono- 
mous" by the rebels. Too vague to give con- 
fidence, say opposition critics, and too far 
from the Zapatists’ precondition for dia- 
logue: that the government start carrying 
out in earnest an agreement it signed in 
1996 giving indigenous people a wide 
range of special rights. Gilberto Lopez y 
Rivas, a leading PRD member of Cocopa, 
says the government offers “almost noth- 
ing" to bring the rebels to the table; some 
members claim it has no real intention of 
talking, since the stand-off costs it little. 

Yet ask Mr Lopez about Mrs Robinson's 
UN offer to "assist the government in meet- 
ing its obligations" under human-rights 
treaties, and he says only: "It would be 
good to have her come and do a report on 
the situation." And then? "And then we'll 
see.” So long as the conflict in Chiapas re- 
mains relatively low-level and there are 
even faint hopes of dialogue, he argues, 
"We can handle it by ourselves." 

And what do those hopes rest on? For a 
start, last month the rebel leader, “Sub- 
comandante Marcos", broke a four-month 
silence, in a pair of long, cryptically meta- 
phorical communiqués. These showed that 
he was not, as variously rumoured, dead, in 
jail or in Guatemala, and still preferred to 
drown his opponents in words rather than 
their own blood. Secondly, this month the 
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presidency of Cocopa passed to Carlos 
Payan, a respected PRD senator who may 
have more influence with the rebels than 
any of his predecessors. But if one thing was 
clear in Marcos's poetic ramblings—not 
much else was—it was that the Zapatists’ de- 
mands remain the same. And Cocopa’s 
presidents hold that post for only one 
month. Mr Payan has not long to persuade 
either the government or the rebels to 
change tack. Failing that, there have been 
hints of inviting Mrs Robinson. If she 
comes, she had better watch what she says. 





Colombia 
Fighting on 


HE wave of guerrilla attacks was called 
off in time for the inauguration of Co- 
lombia’s new president, Andres Pastrana, 
on August 7th. The country has a new peace 
commissioner—his right-hand man, Victor 
Ricardo—and a new commander of the 
armed forces (as long expected, though not 
the one most widely expected). But the wars 
will go on, all three of them: government 
against drugs, government against guerril- 
las and guerrillas against paramilitaries. Af- 
ter two months of euphoria, Colombians 
this week settled down to reality: the road 
to peace will be long, winding and bloody. 
Just how long and winding, the smaller 
of the two main guerrilla groups, the ELN, 
made clear. From prison, one spokesman 
told the weekly Cambio that last week’s un- 
expected assaults were meant as yet an- 
other warning to Mr Pastrana not to give 
the violent paramilitary bands even a hint 
of the political status that violence has won 
for the guerrillas. Yet any peace process will 
have to involve them, as the new peace 
commissioner well knows. 

Just how bloody the road will be was 
made clear by the larger group, the FARC. 
Both groups had earlier agreed (or so it 
seemed)—the ELN formally, the FARC infor- 
mally—to “humanise” their violence; in es- 
sence, to fight on, but to spare civilians. 
Well, yes, said the ELN man, but very hard 
to achieve, war is war. And the FARC went 
further still. Humanise? Can't be done, one 
of its leaders told Cambio flatly, and re- 
member war is not the only thing that kills 
civilians, what about hunger? 

In sum, for the armed forces, still reel- 
ing from last week's assaults, it is back to 
business, if not quite as before. Their new 
commander is their former number two, 
General Fernando Tapias. The former army 
commander, Hugo Galan, who might have 
expected the top post, instead joins its pre- 
vious holder in retirement, and another 
general takes his place. The air force and 
navy too have new heads. Jaw there will be, 
and the new men will not oppose it, but 
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their job will still be to make war. 

As for drugs, the war—spearheaded by 
the police chief, General Jose Serrano, he 
alone of the top brass confirmed in his 
post—seems likely to intensify, with in- 
creased American help. Bill Clinton's drugs 
tsar, Barry McCaffrey, in Bogota for Mr Pas- 
trana's inauguration, savaged the guerrillas 
for the money they make from the trade, 
and—disappointing those who seek a new 
policy—spoke well of aerial spraying, "the 
only way to get at coca production". Mr 
Clinton himself put it on paper, in a letter 
to Mr Pastrana. Yes to the olive branch held 
out to the guerrillas, he wrote, but none for 
drug-traffickers: “as soon as possible" he 
would be consulting Congress about extra 
trainin£ and equipment for Colombia's 
army and police to fight them. The United 
States, he said, would urge international 
bodies to help finance "alternative devel- 
opment"—the buzzword for any rural crop 
or job but coca—and itself stood ready to 
help Colombia set up a secretariat to co-or- 
dinate national strategy in that field. 

There was also good news for Mr Clin- 
ton from Colombia: its new justice minis- 
ter wants the government's ability to extra- 
dite Colombian citizens, painfully wrung 
out of its Congress last year, to be made ret- 
roactive (which Congress then refused). 
This would let the United States lay hands 
on, notably, the Rodriguez Orejuela broth- 
ers, ex-leaders of the Cali mob, now doing 
time—but not the time American courts 
would heap upon them—in a Bogota jail. 

The attempt to get such a change 
through Congress, or, that done, to make 
use of it, might, however, also plunge Co- 
lombia into bloodshed like that (though on 
a smaller scale) which got extradition 
barred by the constitution seven years ago. 
Nor will the United States, while urging Co- 
lombia on in the drug war, take part on the 
ground itself. General McCaffrey made that 
plain; it will fight “round people's kitchen 
tables in the United States". That is indeed 
needed, and, for many reasons (the Ameri- 
can Congress not least) it is probably the 
right place. Certainly, some Colombians re- 
mark, it is also a safer one. 





Brazil 


Tightrope tricks 


$AO PAULO 


INCE last October, when the Asian cri- 

sis forced Brazil to double interest rates 
to preserve its currency and its achieve- 
ment of low inflation, President Fernando 
Henrique Cardoso's government has had 
to walk a tightrope. Warm up the economy 
too much, and the real risks falling foul 
again of markets nervous about the (mas- 
sive) fiscal deficit and (sizeable) current-ac- 
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count one. Tilt the other way, and voters 
gloomy about recession and unemploy- 
ment might threaten to dump Mr Cardoso 
and his hopes of re-election in October. 
Each squall in world markets has under- 
lined the perils of the passage. 

No wonder, then, that officials were so 
jubilant over last month's successful pri- 
vatisation of Telebras, Brazil's telecoms net- 
work, and not just because it should give 
the country à decent telephone system. The 
sale and its proceeds—22 billion reais, 
some $19 billion, including an immediate 
$5 billion or so in down-payments by for- 
eign buyers—will not only lessen both defi- 
cits, but provide further evidence for the of- 
ficial argument that Brazil has valuable 
assets the sale of which can tide it over 
while it clears up the last flotsam of years of 
inflationary disorder. In sum, a double 
boost to Mr Cardoso's chances of reaching 
the election without further mishap, de- 
spite continuing stockmarket fragility. 

The government was swift to take ad- 
vantage: hours after the sale, the Central 
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Fiscal deficit 
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Bank cut its benchmark interest rate to 
19.75%, below the pre-October level, though 
still far above inflation, now slowing to- 
ward an annual rate of some 2%. Yet such 
short-term successes apart, the economy 
gives little cause for celebration. Public fi- 
nances continue to worsen: the deficit in 
the 12 months to May was 7% of GDP. Some 
of this is due to the higher interest cost of 
public debt, but that is not the only trouble. 
A still unreformed pension system is leach- 
ing cash. And the government—lower tiers 
of government too—is spending more, as 
governments do when election day nears. 

Yet, despite this loose fiscal policy, the 
economy is stagnant. With unsold stocks 
mounting, makers of cars and household 
durables last month again put their work- 
ers on short time, as they did last December. 
Unemployment—7.9% in June—may have 
peaked, but it is not yet falling much. Even 
allowing for the usual year-end spurt, most 
economists now expect 1998 growth to be 
closer to 1.5% than to the official forecast of 
2%. In short, tight money is biting. And the 
scope for any easing is limited. In June, the 
Central Bank had to switch to floating rates 
to persuade a reluctant market to buy gov- 
ernment paper. That let it continue mod- 
estly cutting interest rates, but makes it 
harder to jack them up again in an emer- 
gency: the cost to the treasury would be 
high. Brazil’s dollar-denominated bonds 
are down to October levels, and the stock- 
market, despite some brief rallies, has 
fallen out of bed this month. 

Worse, the signs are that even a modest 
economic acceleration would put renewed 
pressure on the balance of payments. 
Though manufactured exports have been 
growing at an annual rate of 15%, many of 


them have been cars going to Argentina, . 


whose economy is now slowing. Low com- 
modity prices mean that total exports are 
less than 5% up on last year. That means a 
dormant debate about the overvaluation of 
the real will revive when the economy does. 
All this points to the urgency of fiscal 
reform, permitting both looser money and 
a less rigid exchange-rate regime without 
unleashing fears of a return of inflation. 
But can anything be done before the new 
government takes office, on new year's day, 
and—some weeks later—the new Congress? 
Maybe, says Dany Rappaport, an econo- 
mist at Banco Santander's Brazil office. The 
outgoing Congress, recalcitrant till now, 
might see little to lose in voting at last for 
the final stages of an unpopular (if already 
much diluted) pension reform. And should 
Mr Cardoso win a first-round victory on 
October 4th, he will be strongly placed to 
insist that a recent constitutional amend- 
ment allowing the sacking of civil servants 
be swiftly implemented, and to start trim- 
ming spending. The longer he tarries, the 
riskier Brazil's balancing act becomes. 
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Peru 


A very strange 
prime minister 


LIMA 


E ARRIVED—and off he went again. 

After little more than two months in 
the job, Peru's improbable and (perhaps 
unduly) loquacious prime minister, Javier 
Valle Riestra, has given it up. 

The immediate cause was a row over 
the prison conditions enjoyed by the for- 
mer chief of the Shining Path terrorists, 
Abimael Guzman. "He listens to Bach, 
Wagner and Fred Astaire,” lamented Mr 
Valle Riestra early this month to foreign 
journalists. "He's at a naval base, he gets to 
be with his wife." Untrue, said the military 
court promptly: all prisoners convicted of 
terrorism are held in the same rigorous 
conditions. In fact, Mr Guzman does seem 
to have won concessions for what he called 
a “peace accord” with the government in 
1994. But, lacking support from Congress 
and, it seems, President Alberto Fujimori, 
Mr Valle Riestra offered to resign—not for 
the first time. This time Mr Fujimori said 
yes—though not with instant effect. 

Mr Valle Riestra’s stint of power has 
been a curiosity, even by Peru’s distinctive 
standards. In practical terms, as prime 
minister he has achieved little. But his ar- 
rival in the post was a breath of fresh air 
after a series of nondescript holders 
thereof, who rarely stepped out of line or 
grabbed the limelight from the boss. He 
loved talking to the media. He loved cy- 
cling, indeed challenged the American am- 
bassador to a duel on two wheels. Above all, 
he seemed to love disagreeing with the man 
who had appointed him. 

His first big clash with Mr Fujimori 
came when the prime min- 
ister proposed a pardon 
for Lori Berenson, a young 
American sentenced to 
prison in 1996 on the 
charge that she—admit- 
tedly a sympathiser—was a 
Tupac Amaru terrorist. No 
Way, said the president. Mr 
Valle Riestra submitted his 
first letter of resignation. It 
was rejected, but he con- 
tinued to rock the boat. 

Most seriously, on the 
very day he took office, 
June 4th, the prime minis- 
ter had said bluntly that he 
opposed President Fuji- 
morr's desire to win a third 
term in 2000, and he re- 
peated it often later, call- 
ing on Mr Fujimori to 
strike down a controver- 
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sial 1996 law which interprets the 1993 con- 
stitution in a way that would allow him to 
run again. This is Peru's big political issue. 
The president's critics have raised the 1.2m 
signatures needed to ensure a referendum 
on it, and a row was raging this week over 
the zeal of the official electoral-procedures 
office to sabotage the process. Mr Valle 
Riestra was happily in the thick of the argu- 
ment, on the critics' side. 

After his proposals for democratic im- 
provement got no mention in the annual 
presidential address on Independence 
Day, July 28th, Mr Valle Riestra said he 
would have to resign “within a month". 
That earned him a row with the chairman 
of Congress, Victor Joy Way. Economic 
development was the highest priority, said 
the congressman. We will not get foreign 
investment unless we have democracy and 
respect for human rights, the prime minis- 
ter rejoined. After the two men met on Au- 
gust 3rd, Mr Joy Way accused the prime 
minister of endangering economic stabil- 
ity with his threats to quit. Two days later 
came the row about the jailed Mr Guzman. 

All this is more than comic opera. Why 
did Mr Fujimori ever pick Mr Valle Riestra? 
To give his regime a less authoritarian im- 
age, say some; he just had not reckoned 
with his new man's free tongue. Others be- 
lieve the choice really came from Vladi- 
miro Montesinos, the intelligence adviser 
on whom most Peruvian mysteries are fa- 
thered, and that its true aim was to prepare 
for a transition, the armed forces no longer 
being sure of Mr Fujimori's re-election. 
Whatever the truth, the affair suggests that 
Mr Fujimori lacks the political will to deal 
with the issue of more democracy for Peru's 
25m people. And it has left him weaker—"a 
dead man walking", said one analyst this 
week, with no real prospects for 2000, but 
still upright and on his path for lack merely 
of any alternative. 





President and prime minister—in June 
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Profit attributable to shareholders US$257M -39.5% 


Earnings per share 16.6€ -38.3% . 








Dividends per share 3.3€ 
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Congo's bloody-go-round 


KINSHASA 


A bare year on, ex-rebel Laurent Kabila already faces a rebellion by ex-allies 


HE late and unlamented President 

Mobutu may well be smirking in his 
grave. He often predicted that the end ofhis 
rule would bring chaos to his country. Now, 
just over a year after the world celebrated 
his removal, another eruption is shaking 
Congo. The man who so recently threw him 
out in a seven-month push from the east, 
Laurent Kabila, is challenged by a remark- 
ably similar rebellion coming from the 
same direction, which seems to be advanc- 
ing even more swiftly. Backed by Rwanda, 
as Mr Kabila himself once was, the new 
rebels have captured three big eastern 
towns. They already had forces at Kisan- 
gani, Congo's third-largest city: no small 
feat in a country more than twice as big as 
France and Germany combined, and with 
almost no roads. In the capital, Kinshasa, 
soldiers sympathetic to the rebels clashed 
with loyal troops. 

In their most spectacular move so far, 
the rebels hijacked a cargo aircraft in Goma 
to fly some of their men almost 1,250 miles 
(2,000km)across the country to the Atlantic 


coast, where a narrow strip of Congolese . 


territory separates Angola from its oil-rich 
enclave, Cabinda. More aircraft, and more 
men, have followed. The rebels appear to 
have joined up with remnants of Mobutu's 
defeated army (who were being given “po- 
litical retraining" in a nearby camp), and 
captured three coastal towns. They thus 
threaten the capital's lifeline to the outside 
world, not least its supply of fuel. 

Mr Kabila, so widely welcomed when 
he arrived in Kinshasa in May last year, has 
lost his credibility with extraordinary 
speed. The alliance that brought him to 
power—of neighbouring countries and a 
motley assortment of Congolese—has dis- 
integrated. Given the ruinous state of the 
country he inherited, he was bound to have 
ahard time consolidating his victory. Yet in 
both economics and politics he has 
achieved spectacular failure. 

His first task was to prevent Congo's 
economic collapse. He had some early suc- 
cesses, but the economy went on sliding 
downhill. Corruption is once more rife 
among politicians and officials, and ordi- 
nary Congolese feel, if anything, poorer 
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than ever. Mr Kabila's hope of aid from for- 
eign governments depended on his accep- 
tance of a United Nations investigation 
into the deaths of hundreds, maybe thou- 
sands, of Hutu refugees thought to have 
been murdered while Mr Kabila was taking 
over. He refused to help the investigators; 
so no aid came. He looked to private invest- 
ment from abroad; but mining companies 
found that he broke agreements, or just 
could not get his $overnment together. The 
dream of unlocking Congo's vast mineral 
wealth remains just that. 

On the political side, things have gone 
equally badly. There were various popular 
local politicians Mr Kabila needed to keep 
on his side. Instead, several of them are 
now in prison, and some have been tor- 
tured. Mr Kabila has preferred to appoint 
to key positions members of his own family 
or ethnic kinsmen from Katanga. 

His foreign policy shows the same pat- 
tern of self-damaging clumsiness. At least 
half a dozen African countries helped Mr 
Kabila to power last year. Within 15 
months, he has alienated all of them. 

The Rwandans accuse him of helping 
Hutus, driven out of Rwanda after its own 


Ready to fight for Congo and Kabila? 


civil war, who have been attacking Rwanda 
from bases inside Congo. The Angolan gov- 
ernment says that he has allowed the Ango- 
lan rebel movement, UNITA, to reopen its 
guns-for-diamonds trading route inside 
Congo: the two countries' internal struggles 
are in danger of getting horribly entangled. 
There is no love lost between Mr Kabila 
and his closest neighbour, President Denis 
Sassou-Nguesso of Congo-Brazzaville, just 
across the river from Kinshasa. 

The storm broke on July 27th, when Mr 
Kabila dismissed the Rwandan troops who 
had helped him to power last year and then 
stayed in Congo to protect and control him. 
Most of these troops belong to the Tutsi ra- 
cial group and their dismissal led many fel- 
low Tutsis from Congo—known as 
Banyamulenge—to move out of western 
and central Congo and flee to their home 
country in the east. The Banyamulenge are 
a minority even in eastern Congo, and the 
Kinshasa government (under Mr Kabila, as 
under Mobutu) has refused them citizen- 
ship. Bad feeling was growing, and Mr 
Kabila had already sacked his army com- 
mander, James Kabare, a Rwandan Tutsi. 
So the two groups of Tutsis joined forces, 
and started their assault on Mr Kabila's 
rule. 

Thealienation ofthe Tutsis, and oftheir 
Rwandan friends, may have been Mr 
Kabila's fatal mistake. He is now trying to 
rally support in the rest of Congo by accus- 
ing Rwanda (and next-door Uganda) of in- 
vading Congo. The anti-Rwanda and anti- 
Tutsi card is not without some value. There 
have been plenty of volunteers for his new 





i. 6 


r aea at | 


INTERNATIONAL 
army. But most of this army has 
been recruited only in the past 
few months, and it may have nei- 
ther the skill nor the stomach for 
a fight. It also finds itself up 
against, in its Tutsi adversaries, 
some of the continent’s most ex- 
perienced soldiers, who know 
how Congo's army works. 

Even if they beat Mr Kabila’s 
soldiers, do the rebels have the 
numbers to control the country 
or the political skill to overcome 
the charge that they are “foreign 
invaders”? In other words, can 
they offer Congo a government 
which, this time, can last? 

At present, the issue is finely 
balanced: anti-Tutsi passion con- 
tends with distaste for Mr Kabila. 
In Kinshasa, hundreds of Tutsis have been 
rounded up by the army, and many of 
them killed or tortured. One of the few 
Tutsis who loyally stayed at his post, as a 
financial adviser at the presidency, was 
pulled from his car in broad daylight in 
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front of the central bank and murdered. 
The fury is reciprocated. In the rebel-held 
east, there are reports of killings by Tutsis of 
Mr Kabila’s fellow Katangese and of leaders 
of local groups hostile to the Tutsis. 

The rebels have tried to give themselves 
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a national flavour by appointing 
as their leader Arthur Z’Ahidi 
Ngoma, who is not a Tutsi. Leader 
of a party called the Forces of the 
Future, he won credibility when 
he was imprisoned and tortured 
by Mr Kabila's people. But few 
people in Kinshasa believe that 
the rebel movement as a whole— 
which has as yet no name, pro- 
gramme or known structure—is 
anything but a Rwandan front. 

The prospect is bleak. If the re- 
bellion does succeed in over- 
throwing Mr Kabila, it is unlikely 
to command much support ei- 
ther in the capital or in Katanga, 
the mineral-rich south-eastern 
province that is Mr Kabila’s base. 
It may be able, with Rwandan 
support, to hold the Kivu region. But the re- 
sult of all this is liable to be a further frag- 
mentation of Congo’s politics, and the 
spread of local armies rooted in tribal loy- 
alties. And that, as Liberia, Somalia and Si- 
erra Leone have shown, is hell. 





Zimbabwe 


Poorer and angrier 


HARARE AND BULAWAYO 


With the government arbitrary and corrupt, opposition is growing 


HY is Zimbabwe such a mess? The 
president, Robert Mugabe, blames 
witches and traitors. Others blame Mr 
Mugabe. In the 18 years since his country 
ended white rule, unemployment has tre- 
bled to an estimated 25-30%. Since 1990, 
real wages have fallen by a third. Workers in 
the cities no longer blame global capital- 
ism for their plummeting standard of liv- 
ing; they blame their head of state, and the 
party cronies who keep him in the job. 
Having run up a series of budget defi- 
cits of 10% or so of Gpp, the government is 
trying to fill the gap by raising taxes rather 
than cutting expenditure—especially on its 
own sumptuous perks. But the 300,000- 
member Zimbabwe Congress of Trade 
Unions (zcrv) is threatening to strike over 
a recent 5% surcharge on income tax, a new 
tax on pensions and what it calls govern- 
ment "parasitism". The last time the 
unions got stroppy, the zcru’s leader, Mor- 
gan Tsvangirai, was attacked and nearly 
thrown out of his tenth-floor office win- 
dow. This time, shop stewards' families are 
said to be receiving anonymous threats. 
The government still has some friends. 
On June 1st, the International Monetary 
Fund approved a $175m standby facility to 
keep it afloat and shore up business confi- 
dence. This month, an IMF team arrived in 
Harare to discuss releasing some of the 
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cash. The markets were not reassured. The 
currency plunged 13% against the Ameri- 
can dollar on August 3rd. Foreign investors 
are wary of Mr Mugabe's lukewarm respect 
for property rights. 

Last year, he announced that 1,500 big 
commercial farms would be seized from 
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their mainly white owners without com- 
pensation, and parcelled out to landless 
blacks. Besides being unconstitutional, this 
upset aid donors and threatened Zimba- 
bwe's agricultural export earnings. Minis- 
ters subsequently promised that no farms 
would be taken over without proper recom- 
pense—which means, unless the money 
comes from foreign aid, that the whole 
business could take years. But Mr Mugabe 
continues, in his speeches, to promise to 
seize land without compensation, for the 
rural poor. Zimbabwean tobacco growers 
watch in horror as big cigarette firms, wor- 
ried that their supplies might vanish, help 
farmers in neighbouring countries to start 
growing the weed. 

Mr Mugabe is no doubt aware that his 
subjects do not love him as much as they 
did when he was a hero of the indepen- 
dence struggle. In January, hungry rioters 
were put down by armoured cars and live 
ammunition. Six people died. And he 
could not have failed to notice the placards 
at student demonstrations in June calling 
on him to follow the example of Indone- 
sia's President Suharto, and resign. 

Criticism is coded or whispered within 
his own group. One bold member of the 
ruling ZANU-PF party did suggest in Febru- 
ary that it was time for Mr Mugabe to step 
down; but he got suspended from the party. 
No one else has spoken out. On the streets 
the demonstrations, which turned to riot- 
ing, have stopped. Despite the general mal- 
aise there is, as yet, no credible opposition. 

At the top, however, a succession battle 
is beginning. Mr Mugabe's term of office ex- 
pires in 2002. It will not be an open race. 
Though technically a multi-party democ- 
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racy, Zimbabwe is more like an old-fash- 
ioned one-party state. The government's ra- 
dio and television channels tell you of the 
president giving sacks of maize to hungry 
peasants, but ignore speeches by the oppo- 
sition. Foreign ownership of the media is 
not allowed because, says the information 
minister, foreign-run organisations would 
seek to destabilise the country. 

A constitutional amendment allows 
the president to appoint 30 ofthe 150 mem- 
bers of parliament, and gerrymandering 
gives the president's ethnic group an unfair 
share of the seats. Under similar tricky 
rules, ZANU-PF, the ruling party, qualifies 
for state cash; other parties do not. 

Tolerated at the top, corruption has 
multiplied like malarial microbes in the 
human bloodstream. While the urban poor 
were rioting about food prices, a fleet of 
new Mercedes cars was ordered for the 50- 
odd cabinet ministers. Farms acquired for 
redistribution have been given to ZANU-PF 
bigwigs. A fund for the victims of violence 
was looted by politicians. One merchant 
bank went bust in April because of fraud 
and lax regulation; another is said to be 
wobbly. Contracts for public works go to 
the well-connected rather than the 
competitive. 

The IMF tries to cajole Mr Mugabe into 
better government by making loans condi- 
tional on reform. But although the ruling 
party officially dropped its socialist ideol- 
ogy in 1996, its leaders’ instincts remain 
dirigiste. Price controls for maize meal 
were reintroduced in June. Petrol is subsi- 
dised and few big public firms have been 
privatised. Despite all this, the mr finds it 
hard to stop providing loans to Mr Mu- 
gabe's sorry country, because without them 
its economy would collapse. 





Iraq and the United Nations 


Manhole ahead 


NEW YORK 


ATCHING the un’s Security Council 

trying to deal with Iraq is a bit like 
spotting a blind man on the other side of 
the street walking towards an open man- 
hole. Will an accident happen in painfully 
slow motion? Or will somebody whisk him 
out of disaster at the last moment? In Feb- 
ruary, the UN’s secretary-general, Kofi 
Annan, did just that, securing a last-minute 
deal from Saddam Hussein. Now there is 
another disaster in the making. 

The current struggle started at the begin- 
ning of the month when Mr Hussein sum- 
marily demanded that Richard Butler, the 
UN's chief arms inspector, proclaim that 
Iraq had rid itself of all weapons of mass 
destruction. Mr Butler refused, citing vari- 
ous infringements, including the recent 
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discovery of vx nerve gas in some shells 
(which made a nonsense of Iraqi claims to 
have had no chemical-weapons pro- 
gramme). Iraq suspended co-operation 
with Mr Butler's inspectors, allowing only 
monitoring of sites already inspected—a 
form of surveillance that will continue to 
take place once Mr Butler has pronounced 
himself satisfied. 

August, the month when Mr Hussein 
invaded Kuwait, may seem right for a little 
opportunistic brinkmanship. He has two 
goals. With the oil-for-food programme 
barely relieving his country's grief, he ur- 
gently wants to bully the UN into letting 
Iraq sell its oil freely again. He would also 
dearly love to be rid of Mr Butler, who he 
claims has simply become a tool of the 
Americans. In both cases Mr Hussein is 
gambling that the 15-member Security 
Council will not want a fight. 

A reasonable bet, but in fact his timing 


. is bad. The two permanent members of the 


Security Council that have been most sym- 
pathetic to Iraq's complaints, Russia and 
France, are furious because Mr Hussein has 
ruined their "soft landing" approach. They 
had hoped to use a period of prolonged 
good behaviour by Iraq to push for broader 
concessions at the council's next review of 
sanctions in October. The hawks—America 
and Britain—easily persuaded the whole 
council to denounce Iraq's non-compli- 
ance. Mr Annan, angry at the affront to the 
UN's authority, also condemned Iraq. His 
envoy, Prakash Shah, is now in Baghdad, re- 
iterating this message. 

This unusual unity is based on two 
principles. The first, as one diplomat puts 
it, is a simple desire to "stop Saddam get- 
ting away with it". The second is a desperate 
need to prevent the situation escalating. 
But that seems to be the extent of the unity. 

Mr Annan is irritated with council 
members, particularly the United States, 
for once again assuming that he will sort 
out something that he plainly regards as 
their mess. Despite their current anger with 
Mr Hussein, France, Russia and China all 
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think that America should agree to 
dangle some carrots in front of Iraq. 
America, unpopular at the UN be- 
cause of its continuing failure to pay 
its dues, seems a bit at sea, one mo- 
ment threatening Iraq, the next wor- 
rying about Arab support. 

A pivotal role may lie with the 
ten non-permanent members of the 
council—a group that currently in- 
cludes Sweden, Japan, Costa Rica 
and Slovenia. They are adamant that 
Iraq must comply with the UN's rules 
and back Mr Butler's assertion that 
Iraq has not yet provided credible 
evidence of full compliance. But they 
also talk of the "humanitarian ca- 
lamity in Iraq". And Mr Butler him- 
self is a controversial figure. Allega- 
tions by the Iraqis that his inspectors poke 
their noses into areas that have little to do 
with weapons of mass destruction trouble 
some members. 

If Mr Hussein now backs down, these 
subtleties will not matter; the Iraqi dictator 
might even gain the soft landing he wants. 
Sadly, the more likely prospect seems to be 
a couple of months of shuttle diplomacy, 
escalating rhetoric from Baghdad and 
Washington, and gradual American re- 
inforcement of troops in the Gulf. The 
Americans argue that, technically, they do 
not need further approval from the council 
to attack. But the prospect of American 
bombers flying into action against the 
wishes of many council members—and 
most of the Arab world—is daunting. 





Iran and Afghanistan 
Tetchy neighbours 


TEHRAN 


ESTERN countries used regularly to 

accuse Iran of exporting its radical 
brand of Islam. Now Iran finds itself watch- 
ing helplessly as a hostile movement, 
preaching an even more radical brand of 
Islam, rapidly expands its control over Af- 
ghanistan. All the Iranians can do, as the 
Taliban advance, is to preach peace—and 
call in vain for some kind of power-sharing 
between the various Afghan factions. 

This week the Taliban seized Mazar-i- 
Sharif and several smaller towns in north- 
ern Afghanistan, the last remaining strong- 
hold of the opposition alliance that Iran 
supports. Underscoring their hostility, the 
Taliban stormed Iran's mission in Mazar-i- 
Sharif, taking ten diplomats and a journal- 
ist into custody. The militia also seized 35 
Iranian lorries together with their drivers, 
accusing them of supplying the opposition 
forces with weapons. Iran claims they were 
delivering humanitarian aid. 

Iran has nervously shunned the 
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Taliban ever since 1994, when they 
emerged from Koranic schools in refugee 
camps in Pakistan to burst upon the Af- 
ghan scene. Iran, a Farsi-speaking country 
ruled by Shia Muslim clergy, is fearful of 
the Taliban's determination to set up a pur- 
ist Sunni Islamic state, returning Afghani- 
stan to Pashtun rule after long dominance 
by Farsi-speaking, Iranian-aligned Tajiks. 
Iran dismisses the Taliban as *puppets" 
invented by Pakistan, Saudi Arabia and 
America to counter Iranian influence. And 
it fears for the bad image that the move- 
ment will give Islam. *A group of rigid- 
minded, brainless, violent and illogical 
people in Afghanistan are ruining Islam's 
reputation,” lamented Iran's parliamen- 
tary speaker, Ali Akbar Nateq-Noori. 
Although there is no proof of American 
support, the Taliban are linked with ex- 
tremist Sunni groups in Pakistan and 
Saudi Arabia and may well share their prej- 
udice against Shias. Both countries deny 
backing the Taliban, but they are the only 
states, apart from the United Arab Emir- 
ates, to recognise Taliban rule. The world at 
large objects to the movement's repressive 
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The Taliban's ho 


policies, especially towards women. 

Iran declares itself betrayed by Paki- 
stan, traditionally its good friend, and its 
press has been targeting Islamabad. "The 
Iranian nation will no longer tolerate Paki- 
stan's mischievous game. Islamabad does 
not deserve to be our friend,” stormed the 
newspaper Resalat. 

In fact, Iran and Pakistan have been 
quietly vying for influence in Afghanistan 
since the collapse of the Soviet Union in 
1991. There is much at stake, not least their 
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Holidaying in the rain 


SALALAH 


HREE months of guaranteed drizzle 
on grim, sunless beaches is hardly the 
stuff that holiday brochures are made of. 
But the rain in Salalah, a town in south- 
ern Oman, is pulling in Gulf tourists in 
their thousands. Weary of daily tempera- 
tures at home that hover around 43'C 
(110°F), and obliged by the fall in the oil 
price to tighten their belts, some 60,000 
GulfArabs will be descending on Salalah 
| this summer, luxuriating in its dank 
conditions. 

By a quirk of nature, a tiny stretch of 
Arabia's southern coastline catches the 
edge ofthe Indian Ocean monsoon each 
year. By September, the normally 
parched ravines are green, and waterfalls 
tumble through rich foliage. Close to Par- 
adise for many Gulf families, who are 
prepared to drive for days across the 
desert to get here. 

Until this summer, the watery de- 
lights of Salalah were all but unknown to 
most Gulf residents. This year’s influx is 

_ due partly to a publicity push by the 
Omani government, partly to the mal- 
aise induced by the oil-price collapse. Up 
and down the Gulf, contracts are melting 
as government departments are told to 
cut their budgets and delay new projects. 
Suddenly, the idea of holidaying in a 
temperate clime in one's own backyard 
becomes greatly tempting. 

Inward tourism, as it has become 





known in the Gulf, is not confined to 
Oman. Dubai, though unblessed by 





ly eyes fixed on Central Asia's oil and gas routes 





monsoon, is doing its best: artificial rain- 
making machines shower the visitors to 
its beaches, and an Arctic igloo-making 
team has been flown in from Canada. | 

Even austere Saudi Arabia, whose | 
immigration officials treat foreigners 
with suspicion and disdain, is now do- | 
ing its dignified best. A new company, 
Syahya, is touting holidays in the juni- 
per-clad mountains of the south-west for 
Saudis and expatriates alike. Talk has 
been heard of letting in, heaven forbid, 
western tourists. But even the more san- 
guine of Saudi tour operators admit that 
the prospect of no alcohol, segregated 
sexes, and no nightlife whatsoever might | 
make for a tough sell in the West. 








economic interest in the former Soviet re- 
publics of Central Asia. Both countries are 
deeply involved in competing routes to 
provide the land-locked, energy-rich repub- 
lics with access to the sea. 

Pakistan is anxious to open a direct pas- 
sage through Afghanistan, an attractive op- 
tion for American companies which at 
present have to use more complicated and 
costlier routes in their zeal to bypass Iran. 
The Taliban have been negotiating with an 
American consortium and an Argentine 
company to construct a $2 billion pipeline 
to carry Turkmenistan’s gas through Af- 
ghanistan to Pakistan. The latest Afghan 
battles were fought within close range of 
the pipeline’s planned entry point. 

Economic gain or loss is not Iran’s only 
concern. It fears that the Taliban could 
wage a bloody campaign against Afghani- 
stan’s Shias, whose leaders are members of 
the opposition alliance. According to Af- 
ghan dissidents in Iran, Taliban militia- 
men desecrated a Shia shrine in Mazar-i- 
Sharif. In addition, Iranian officials accuse 
the Taliban of assisting drug-trafficking 
into Iran, a transit route for Afghan drugs 
on their way to Europe 

A further worry for Iran is that the 
Taliban's advance has halted its efforts to 
repatriate the 2m or so Afghan refugees 
who, over the years, have found sanctuary 
in Iran. Repatriation was suspended three 
years ago, when the Taliban captured prov- 
inces near the Afghan-Iranian border. 

Last week Iran increased its security 
along this troubled 1,000km (600-mile) 
frontier after renegade militiamen opened 
fire on two Iranian border posts. Iranian 
forces reportedly retaliated. "We will not 
tolerate any insecurity and instability. We 
will respond in force,” thundered General 
Rahim Safavi, commander of Iran's Revo- 
lutionary Guards. 














Correction: In last week's issue, we stated ("Behind 
the murk in Angola") that former South African sol- 
diers from Executive Outcomes are mining diamonds 
in Angola under the name of Branch Energy. In fact, 
Branch Energy is a wholly owned subsidiary of 
DiamondWorks, a Canadian company, and is run by 
professional mining personnel. We apologise. 
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Russian love in a cold climate 


MOSCOW 


One piece of good news from Russia is that charities are flourishing. Is there 


the germ of civic society in the making? 


EW places need the milk of human 

kindness more than crisis-ridden (see 
page 66) Russia—and few countries have 
been less hospitable to altruism. Although 
it preached humanity and comradeship, in 
practice communism encouraged Russians 
to be beastly to all but their own friends 
and families. And even then, the poverty- 
stricken daily grind and the intrusiveness 
of the state—its bullies and sneaks—often 
made harshness and deceit a way 
of life within the home too. 

All the more reason, therefore, 
to welcome the growing weight of 
independent do-gooders. Not 
only do they help cripples, or- 
phans, drug addicts, army con- 
scripts and other pitiable groups 
in Russia. More widely, they 
stand for such rare, important 
ideas as common human values, 
a civilised concord between the 
state and society, and capitalism 
with a conscience. 

Starting virtually from 
scratch ten years ago, there are 
now more than 60,000 indepen- 
dent charities in Russia. They are 
becoming more competent, bet- 
ter organised, and thus more in- 
fluential—especially in dealing 
with local governments. “They 
manage not only to survive in 
this awful economic situation 
but they're also getting stronger 
and stronger," says Elena Topleva, director 
of the Social Information Network, a news 
agency for voluntary outfits. 

They expand in a moral vacuum. Com- 
munist ideas about social welfare were 
primitive: a mix of window-dressing and 
punitive deterrence. This has left a dreadful 
legacy of hostility and ignorance towards 
the worse-off. The idea, for example, that 
parents of handicapped children might 
want to cherish them at home rather than 
dump them in an institution remains un- 
familiar—despite charities' efforts. 

The most promising sign is that cash- 
strapped local governments are beginning 
to realise that contracting out social ser- 
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vices to charities may mean better, cheaper 
and more popular provision. More than a 
dozen cities and local governments have 
made "social contracts" laws to let charities 
bid against state organs, for example, in 
providing care for addicts; a similar law is 
winding its way through the federal legisla- 
ture. "Regional governments want to get 
rid of their problems," says Oleg Zykov, 
who runs NAN, one of Russia's biggest char- 





ities for addicts and their families. 

There is still a huge way to go. Russians 
are suspicious of organised do-gooding, 
thanks to the legacy of fake charities from 
the Soviet era, when voluntary work meant 
occasionally being told to give up Satur- 
days to tidy the streets and when contribu- 
tions for causes such as British miners and 
American farmers—"we were told they 
were starving,” remembers one charity 
worker—were deducted compulsorily from 
payrolls. Not that post-communist chari- 
ties are spotless. Too many are dodgy. 
Some, such as some army veterans’ groups 
and sports clubs, have been covers for crim- 
inal gangs. Other state-backed bodies have 


been crony-ridden and ineffective—except 
as ways to evade taxes and customs duties 
on imports such as alcohol. 

This makes it difficult for charities to get 
money and time from the public. Many do 
not even try. Most are run, heroically, by the 
passionately committed, usually with a di- 
rect connection to the cause—for example, 
the mother of a maimed conscript or of a 
handicapped child. Part-time volunteers, 
who in the West are often middle-class peo- 
ple who want to help out in their spare time 
and are often the mainstay of charities, are 
all but unknown in Russia. So are individ- 
ual donations, which are rarely sought or 
made. This is partly the fault of a primitive 
banking system: there are no cheques, few 
credit cards, and paying by bank-transfer 
means an hour or so in a smelly queue. 

Charitable giving by businesses is grow- 
ing—although, unlike in the West, it tends 
to be anonymous, impulsive gen- 
erosity rather than part of a sus- 
tained effort to polish a corporate 
image. This is due less to inherent 
modesty than to an understand- 
able desire by entrepreneurs to 
avoid drawing the attention of 
the taxman or his even more 
grasping cousin the gangster. 

But Russia's charities are rap- 
idly becoming more solidly run. 
Groups like the Charities Aid 
Foundation, sponsored partly by 
the British government, teach 
fund-raising and "social market- 
ing" (meaning public relations). 
Mrs Topleva estimates that there 
are around 40 full-time centres 
in Russia where charity workers 
are now being trained. 

The first big question for Rus- 
sian charities is whether they can 
turn from being small impressive 
organisations into big impressive 
ones—something which requires 
administrative skills that are exceptionally 
scarce in Russia.The second is whether cor- 
rupt vested interests in the state system will 
let them flourish. Bureaucrats who have 
grown fat on maladministering the current 
arrangements will not take kindly to out- 
siders who try to replace them. Most for- 
eign charities in Russia have already found 
this to their cost. Campaigning charities 
dealing with sensitive issues, such as hu- 
man rights and environmental damage, 
are also likely to fall foul of officialdom as 
they become more effective. 

And for all the growth at grass-roots, 
Russia's federal government remains on 
the whole disdainful. The larger charities 
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risk being hassled by the tax police. And a 
fresh tax code about to come into force 
looks set to make things worse: one new 
rule, for instance, could make a soup 
kitchen liable for var on the imputed value 
of the food it dishes out. 
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Still, with government across the board 
often venal and invariably incompetent, 
the growth of philanthropy among ordi- 
nary citizens may inject a vital new ingredi- 
ent of humanity into the new Russia. And 
that would be progress indeed. 





cormany's past 
Still with us 


BONN 


Leading figures in the two main parties are not entirely at one over the awk- 


ward business of Germany’s history 


WITH so much else on the 
agenda for next month's 
German election, a scrap 
over a Berlin memorial may 
| X seem a bit irrelevant. Note, 

all the same, the growing 
fuss over plans for a huge structure in the 
city centre to commemorate the murdered 
Jews of Europe. Germans, it seems, are still 
at odds, more than 50 years after Hitler and 
on the eve of the government's move from 
Bonn to Berlin, over how to cope with the 
Nazi legacy. 

Wrangling over the memorial is far 
from new. One way or another it has been 
going on ever since a group of writers, his- 
torians and other worthies came up with 
the scheme a decade ago and won the back- 
ing of, among others, the chancellor, 





Helmut Kohl. But the debate has recently 
erupted with new intensity thanks to Mi- 
chael Naumann, who would be “Mr Cul- 
ture" in a government led by Gerhard 
Schroder, the Social Democratic challenger 
for Mr Kohl's job. 

Never one to mince words, Mr Nau- 
mannn, à 56-year-old publisher, snaps that 
the scheme for a gigantic "central Holo- 
caust memorial" reminds him of the ap- 
proach of Hitlers architect Albert Speer. 
Germans, he reckons, will better compre- 
hend Nazi crimes by visiting the sites of for- 
mer concentration camps, not by dutifully 
laying wreaths at an “alibi” monument. 

More or less in the same breath, though, 
Mr Naumann urges the rebuilding of the 
Berlin Stadtschloss, a huge palace long the 
residence of Prussia's rulers and blown up 
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by the communists in 1950. He firmly de- 
nies wanting back the autocratic spirit of 
the old days a lot, but argues that the palace 
would fit in better with the other historic 
buildings on or near Unter den Linden 
avenue. 

Mr Naumann has plenty of allies. Even 
many Germans who back a Holocaust me- 
morial in principle question the form it is 
most likely to take—a labyrinth of some 
2,500 concrete pillars spreading across a 
plot of 20,000 square metres between the 
Brandenburg Gate and the (unmarked) site 
of Hitler's bunker. Would it really encour- 
age contemplation and remorse? How 
could it be protected against vandals? This 
(American) design is not the only option, 
but it now heads a short list and is the one 
most favoured by Mr Kohl—who wants a 
decision before the election, fearing that 
otherwise the whole scheme will founder. 

He may well be right. The battle cuts 
across party lines: the governing mayor of 
Berlin, Eberhard Diepgen, for example, is 
no fan of the memorial, although he is a 
Christian Democrat like Mr Kohl. But Mr 
Schroder has made clear that he shares Mr 
Naumann's doubts. Might it not be best to 
drop the idea if there is so little consensus? 

That would be embarrassing, at the 
least. As it is, not all reunited Germany's 
neighbours are happy about the govern- 
ment's shift next year from cosy little Bonn 
to the capital of Hitler's Reich. And right or 
wrong, many people credit the post-war 
Schróder generation with a less vivid sense 





A French debate about death 


PARIS 


FRESH debate on euthanasia has 

bubbled up in France since, a fort- 
night ago, a nurse in a hospital in the 
town of Mantes-la-Jolie near Paris was 
put on trial for helping patients to die. By 
increasing the doses of morphine given as 
a painkiller, Christine Malévre, 28, had— 
her lawyer admitted—helped end the suf- 
fering of as many as 30 patients, all of 
whom were dying anyway. Sometimes 
the patient had asked for such help, some- 
times the plea came from the family, and 
sometimes the nurse—stricken by the 
sight of seemingly needless suffering— 
had herself taken the initiative. 

Miss Malévre, who attempted suicide 
herself after her “mercy-killings” were de- 
| tected, is now free after a spell in a psychi- 
atric hospital. Even groups opposed to eu- 
thanasia, such as the main doctors' 
council, have said they were sorry that she 
felt unable to turn to anyone in the medi- 
cal profession for support or advice. Miss 
Malévre has had a generally sympathetic 
hearing across the country. The affair, 











most French people seem to think, has ex- 
posed a moral and legal gap in the system. 

French law, as almost everywhere else 
in the rich world, does not allow for eu- 
thanasia. In practice, however, people 
brought to book for helping others to 
commit suicide have been given sus- 
pended sentences and have invariably 
been treated leniently. Henri Caillavet, a 
leftish former senator who presides over 
an "association for the right to die with 
dignity", says this smacks of hypocrisy. 

He would rather enshrine procedures 
in law for registering and carrying out the 
wishes of those near the end of their life 
who wish to bring that end earlier. By re- 
quiring witnesses and independent med- 
ical opinions, as in the Netherlands and 
Switzerland, those lonely pioneers of eu- 
thanasia, rules should be laid out so that a 
person who wants to die should not have 
to rely on the clandestine and illegal 
help—and the conscience—of a doctor or 
nurse acting alone. 

Mr Caillavet first put such a law to the 








Senate in 1978. Now the cause has been 
taken up in the National Assembly by 
Roger-Gérard Schwarzenberg, a Radical 
Socialist. Broadly speaking, the left is be- 
ginning to sound more sympathetic. The 
Church and the right are not. The health 
secretary, Bernard Kouchner, cautiously 
advises against "hasty moral judgment". 
And the chief banner-carriers of left and 
right, Lionel Jospin, the prime minister, 
and Jacques Chirac, the president, have 
stayed suitably mum. 


—————————————————————————————————————————————————————— | 
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of Germany's tortured past than Mr Kohl's. 

How would it look if a Schróder-led 
government were to abandon the memo- 
rial scheme while, if Mr Naumann has his 
way, giving its blessing to a rebirth of the 
Stadtschloss? Above all, how would it look 
to Germany's Jewish community, which 
has largely kept out of the debate so far but 
has been led to believe by Mr Kohl that the 
memorial will definitely be built? 

There is a further point. In most Euro- 
pean countries the appointment of a min- 
ister for culture creates little stir (and often 
yawns). Germany, though, is different. 
Thanks mainly to the centralised misuse of 
the arts for propaganda by the Nazis, post- 
war responsibility for culture was given by 
the constitution almost wholly to the 
Lander (regional states). Is Mr Schroder out 
to upset the balance by creating the new job 
for Mr Naumann? Certainly not, the 
Schróder camp claims. Mr Naumann will 
not be a fully fledged minister but a kind of 
super state secretary in the chancellor's of- 
fice. He would not dream, it is said, of in- 
fringing on Lander powers; he would, well, 
mostly co-ordinate this and that and help 
raise Germany's cultural profile in EU 
councils in Brussels. 

The Lander are not so sure. They already 
fear that Berlin will suck in too much talent 
from the regions and win a growing share 
of available cash; the appointment of a 
“Mr Culture” at the heart of government, 
especially one as trenchant as Mr Nau- 
mann, could speed the trend. A return to 
the bad old days? Hardly. But from the 
Landers’ point of view, at least a first step in 
the wrong direction. 





Kosovo 
Tattered army 


PRISTINA 


HE Kosovo Liberation Army (KLA), 

which only a month ago was moving 
freely across much of the province it is try- 
ing to detach from Serbia, has been re- 
duced to tatters in its natural heartland. 
This is thanks to the “scorched earth” tac- 
tics of Serbia’s army and police. 

In the hills of central Kosovo, some 
members of the makeshift guerrilla force 
have doffed uniforms and joined a flood of 
civilian refugees moving into such towns as 
Mitrovica and Vucitrn. Some have evaded 
police checkpoints and gone underground 
in the regional capital, Pristina. Many of 
the hot-heads with no military background 
who had left jobs and families across Eu- 
rope to join the KLA are now trying to get 
back home. 

Western warnings have failed to induce 
Slobodan Milosevic, the president of Serb- 
dominated Yugoslavia, to stop the crack- 
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The Mafia, Italy's favourite topic 


MILAN 


| T LAST, a Mafia business success that 
| is legal. Italians, it seems, are spend- 
| ing their summer holidays happily en- 

snared in the Sicilian underworld, cour- 
| tesy of a 73-year-old television screen- 
| play writer turned novelist, Andrea 
Camilleri, à Rome-based native Sicilian 
| with no fewer than three books now in 
Italy's current top ten for fiction. 

His hero is a middle-aged policeman, 
Salvo Montalbano, an understated old 
hand who gets under the Mafia’s skin. Ex- 
perts say that Mr Camilleri’s portrayal of 
Sicilian low life—and of Mafia mores—is 
uncannily real. His detective listens care- 
fully to the Mafiosi’s sottodiscorso (their 
"underspeech", made up mostly of 
pauses) and takes care never to address a 
Mafioso by his first name. The chief pros- 
ecutor in Palermo, Sicily’s capital, Gian- 
carlo Caselli, a native of Piedmont in Ita- 
ly’s north-west, says he uses Mr Camil- 
leri’s books as a crucial cultural guide. 

Setting novels in Sicily is nothing 
new. In 1958 there was Tomasi di Lam- 
pedusa’s classic, “The Leopard”. Other 
novelists, such as Leonardo Sciascia, 
sometimes called the conscience of Sic- 
ily, followed. Drier works on the Mafia— 
ranging from those of a criminologist, 
Pino Arlacchi, to the memoirs ofa former 
prime minister, Giulio Andreotti, who 
faces trial for allegedly getting rather too 
close to his topic—have also been best- 








down he began late last month. Now gov- 
ernment forces are switching attention to 
the south-west, targeting a string of villages 
on either side of a road running parallel to 
Albania’s border. In this mountainous 
land, however, the army has met resis- 
tance—from KLA units with experienced 
commanders. 

Moderate Albanians in Pristina now 





in print in Italy. 

Sicily and the Mafia have long pro- 
vided vivid settings for film-makers too. 
“Tano da Morire", a musical spoof shot 
in the mob-controlled street markets of 
Palermo, had last year’s audience at the 


sellers. Some 400 books on the Mafia are 
| 


Venice Films Festival in stitches. And a 
long-running Tv series called "La Pi- 
ovra" ("The Octopus"), about modern, 
money-laundering, mobile-phone-tout- 
ing Mafiosi, is Italy's most popular ever. 

Do Italians have a morbid, even 
ambiguous, attitude to Sicily's night- 
mare of crime? Is this glut of books and 
films glamorising, even excusing, a taw- 
dry tale of greed and brutality that does 
much to keep southern Italy backward? 

The jury is out. But at least it can be 
said, in defence of the accused glamor- 
isers, that the Mafia's power has contin- 
ued to wane. In the past few years Toto 
Riina, il capo di tutti i capi (the boss of all 
bosses), plus another four or five topmost 
Mafiosi, have been put behind bars; 
more Mafia wealth has been seized than 
ever before; many, though not all, links 
between Mafiosi in Sicily and politi- 
cians in Rome have been cut. And these 
days, in the world of serious crime, the 
Neapolitan Camorra is as dangerous— 
and more lethal—than the Mafia. Per- 
haps its evil deeds, too, should become 
the stuff of novels and films. 





fear the emergence of more extremist KLA 
units. Instead of trying to hold territory, 
they may launch a campaign of assassina- 
tions and car bombs. Nor can Serbia's 
forces be sure of securing all they have re- 
gained. Isolated and vulnerable at night, 
Serb police patrols and checkpoints are al- 
ready being picked off by KLA bands. 

The Serbian government, meanwhile, 
has begun a wave of arrests and intimida- 
tion. Detainees include doctors who have 
treated the wounded, civilians who have 
sent supplies to beleaguered villages, jour- 
nalists and lawyers. The spiral of violence is 
fuelling ethnic hatred. The KLA is believed 
to have responded to the killing of many 
Muslim civilians in the town of Orahovac 
by executing several Serb prisoners. The 
fate of more than 100 Serbs from Orahovac 
and elsewhere is unknown. 

President Bill Clinton and Tony Blair, 
Britain's prime minister, have discussed 
the conflict by telephone. NATO interven- 
tion is more often mooted, but the alli- 
ance's latest idea—to hold war games in Al- 
bania and Macedonia—still puts more 
stress on containing the war than on right- 
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ing wrongs. NATO may yet be persuaded to 
send a Bosnia-style mission to help imple- 
ment a peace agreement signed by both 
sides—but is loth to enforce a solution. 

The Contact Group—America, Russia 
and western Europe's four biggest powers— 
has drawn up proposals to give Kosovo a 
lot ofautonomy but keep it within Yugosla- 
via. Chechnya, Tatarstan, the Swedish mi- 
nority in Finland and German-speakers in 
Italy have been touted as models. But for 
now, neither Ibrahim Rugova, the ethnic 
Albanians' peace-minded leader, nor Mr 
Milosevic seems willing or able to talk seri- 
ous peace terms. 





Turkey 


The Ides of April 


ANKARA 


F SOUND economics won Turkish elec- 
tions, the ruling coalition's decision to 
have a general election next April, 18 
months before it was strictly necessary, 
makes sense. But it may have been a mis- 
take. Too many other factors are going 
against the prime minister, Mesut Yilmaz, 
and his coalition partner, Bulent Ecevit. 
Mr Yilmaz has proved an unexpectedly 
good economic manager since the army 
helped him take over the prime minister- 
ship last summer from Necmettin Erbak- 
an, Turkey's first Islamist in the top job. Mr 
Yilmaz has steered inflation down from 


An Irish guru to go 


DUBLIN 


AY BYRNE may well have done as 
i much as any Irishman—or 
woman—to help his countrymen wrestle 
with the social changes buffeting them for 
the past four decades. For that is how long 
he has been dominating the Irish chat 
show, on television and radio. His daily 
talk-in on the airwaves, where Irish peo- 
ple first publicly discussed then-taboo 
subjects like unmarried mothers, homo- 
sexuality, divorce and contraception, has 
run for 26 years. His weekly television 
programme, “The Late Late Show”, has 
| been going for 36. But, at 64, he says he 

will be bowing out. Ireland is in shock. 
| Mr Byrne is an exemplar of the revolu- 

tion that his generation has experienced 
. as modernity conquered Ireland. Thrifty 
. and modest, the son of a bargeman who 
worked for the Guinness brewery, he still 
regularly goes to mass. On fiscal matters, 
he is tight. He has kept his own politics 
strictly to himself, but probably inclines 








101% in January to 72% in July, and got Tur- 
key's astronomical interest rates to fall dra- 
matically. It is said the economy could 
grow by 4.5% this year. So who would 
blame Mr Yilmaz for fancying his chances? 

Not Mr Yilmaz's new friends at the IMF. 
They have been impressed by the govern- 
ment's privatisation receipts—$3.1 billion 
to date—and by an ambitious tax reform. 
Even better, Mr Yilmaz has agreed to hand 
over to a broad-based “election govern- 
ment” in December, to avoid the usual bud- 
get-busting pre-poll hand-outs. If this self- 
discipline lasts, the Fund will use its 
quarterly reports to strengthen Turkey’s 
standing as a borrower in global markets. 

So far, so good. But one big snag is that, 
come April, most Turks will not yet have 
tasted the fruits of economic rectitude. 
Civil servants, for example, may still be 
remembering the smaller-than-expected 
pay rises they were given last month. And a 
second reason has a greater bearing on Tur- 
key's politics in the years to come. The com- 
ing election might be less about the govern- 
ment’s economic management than about 
the struggle between Turkey’s secular estab- 
lishment and the politics of Islam. Mr Yil- 
maz can hardly complain if he finds him- 
self caught in the middle of this battle. 

For a start, he owes his job to Turkey's 
meddlesome generals; they approved his 
appointment as prime minister after boot- 
ing the Islamic-minded Welfare Party out 
of power. Since then, the generals have bul- 
lied Mr Yilmaz into reducing entries to reli- 
gious schools and enforcing restrictions on 


who run the current coalition govern- 
ment. Gay is short for Gabriel. His middle 
name is Mary. He is happily married with 
two children. 

But he has gently moved with the 
times without pandering to the trendy. 
He has been a brilliant, coaxing, insatia- 





girls inclined to wear headscarves in lec- 
tures. The prime minister, who says he 
champions democracy, sat on his hands 
when Welfare was closed down by a dutiful 
court and its leader banned from politics 
for five years. He said nothing when Recep 
Tayyip Erdogan, the Islamist mayor of Is- 
tanbul, was sentenced to a ten-month jail 
sentence, nothing when prosecutors 
opened a case against an association of pi- 
ous businessmen. 

This will not help the prime minister's 
Motherland Party in places where Islam- 
ism is on the rise. Take Istanbul. The Virtue 
Party, Welfare's successor, now has 16 of the 
city's 61 parliamentary seats. Support for 
the charismatic Mr Erdogan, whether or 
not he wins his appeal against conviction, 
should win them more. "Turks like a vic- 
tim," it is said, "and the Islamists look as 
though they are being victimised." 

That is why Mr Yilmaz is not taken seri- 
ously when he predicts that his Mother- 
land Party, together with Mr Ecevit's Demo- 
cratic Left party, will win an overall 
majority in April. At the moment, the two 
control only 201 of parliament's 550 seats, 
and opinion polls suggest it may be hard 
for them to hold on even to that many. The 
weakness of his government was always go- 
ing to prevent Mr Yilmaz from imposing 
himself on thorny issues such as Cyprus, 
human rights and the Kurdish war. Bad 
luck that the one area where he has shown 
imagination and will—the economy—may 
be ignored when Turks go to the polls. 








bly curious listener to the tales of ordi- | 
nary people. Indeed, though reticent | 
about personal matters, as people living 
in small communities often are, the Irish 
tell him things they would not tell their | 
priests. Though he learned his trade in | 
Britain, he especially loves America— 
hence the buoyantly democratic media 
style he brought to Ireland. | 

This helped him to become a probing | 
inquisitor of public personalities, giving 
as rough a ride to Gerry Adams, leader of | 
the Irish Republican Army's political 
wing, as he did (too roughly, some said) to 
Annie Murphy, who disgraced a bishop— 
and embarrassed the Catholic church— _ 
by revealing that she had been his mis- 
tress and had borne his son. 

Especially on sex and issues such as di- 
vorce, Mr Byrne's querying has nudged 
Ireland down a more liberal path. Inevit- 
ably, he annoyed the Catholic hierarchy— 
and has been periodically denounced 
from the pulpit. Perhaps Ireland's biggest 
social change in his time behind the mi- 
crophone has been the decline of church | 
authority. In that, whether he wished it or | 


. towards the conservatives of Fianna Fail Byrne's issues, hot but handled not, Mr Byrne has played a part. 
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The Brussels lobbyist and the struggle for ear-time 


AONE paragraph of 68 words in all, appended as a protocol 
to the Maastricht treaty on European Union at its signing 
in 1992, may well represent the high point of the lobbyist's art as 
practised in Brussels this half-century. It qualifies an article in an 
earlier EU treaty, the Treaty of Rome, which stipulated equal pay 
for men and women. Following a judgment of the European 
Court of Justice, this article might also have obliged pension 
funds to equalise the pension payments they had made to men 
and women since 1957, when the Treaty of Rome was signed. By 
one calculation, the protocol added to the Maastricht treaty was 
worth $1 billion to $2 billion a word in savings to the European 
pension industry. 

The man who schemed to put those 68 words in place was 
Stanley Crossick, doyen of Brussels 
lobbyists. Mr Crossick, who is now 
62, retired from commercial lobby- 
ing soon afterwards to devote his 
time to a new think-tank, the Euro- 
pean Policy Centre. The Maastricht 
protocol marked the zenith of a ca- 
reer during which, though he did not 
invent lobbying as an activity within 
the European Union, he redefined it 
as a profession. He was “the 
godfather...no, make that the 
grandfather" of lobbying in Brussels, 
says one fellow practitioner. 

Mr Crossick's innovation was to 
establish the profession of lobbyist- 
for-hire, borrowing from American 
practice. A British corporate lawyer, 
he set up his own law firm in Brus- 
sels in 1977. It made "the best um- 
brella" for lobbying “because of the 
very tight disciplinary restraints on 
lawyers...They are constantly 
aware of conflict-of-interest and con- 
fidentiality issues." By 1987, when he 
sold half his business to an interna- 
tional consulting firm, his staff had 
grown from two to 50 professionals, 
about 15 lawyers included. 

One early thing Mr Crossick imported from America was 
self-confidence about the hired lobbyist’s rightful place in pol- 
icy-making. “In those days ‘lobbyist’ was a dirty word in some 
quarters,” he says. “People used euphemisms— representation' 
was a common one. I did not disguise the fact that I was a lawyer- 
lobbyist. My first lobbying was to convince the European com- 
missioners themselves—you could still find them in the pubs in 
the evening, they had time then—that lobbying, just like the law, 
was a legitimate part of the process." 

It has certainly become a very large part of the process. In 
1992 the European Commission surveyed the landscape and 
guessed that at least 10,000 people were involved in "interest 
representation" locally. The total now may be closer to 13,000. 

The overwhelming majority are on the staff of single firms, 
industry groups and non-government organisations. The most 
effective lobbying force in town is commonly considered to be 
the EU Committee of the American Chamber of Commerce. But 
lobbyists-for-hire have been advancing steadily. Of the ten big- 
gest "public-affairs consultancies" in Brussels, five have arrived 
since 1990. And rare now is the law office or accounting firm 
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which does not make some claim for its skills in lobbying the | 


European institutions on clients’ behalf. 

The hired lobbyists tend to be looked on suspiciously by 
their counterparts in firms and trade associations whose rela- 
tions with the European Commission may go back decades. 
“How can you go and see a commission official representing 
one thing this month and another thing next month?”, asks an 
in-house lobbyist for a large British firm. 

One answer is that any big lobbying effort, at least where the 
European Commission is concerned, requires a mixture of pro- 
fessional skills, some of which will have to be bought in. The 
main areas in which firms tend to want to lobby the commis- 
sion—competition policy, state aid, anti-dumping actions, prod- 
uct and market regulation—are ones 
where decisions usually involve a 
pragmatic mixing of economic, po- 
litical and legal arguments. And in 
any case, for many of the recent arriv- 
als in the lobbying industry, it is the 
European Parliament, rather than 
the commission, which offers the 
more attractive terrain. 

The parliament's powers are lim- 
ited, but growing. It cannot write 
new legislation, but it can do much 
to revise and even block legislation 
drafted by the commission. “It is a 
place where you can get your word- 
ing into play relatively easily,” says 
one lobbyist. “MEPs are lonely peo- 
ple,” says another. “They are flattered 
when you take an interest in them. 
You give them information about an 
issue that helps them look and 
sound good. But they are still trivial 
in terms of decision-making power. 
Cultivating them is an investment in 
the future.” 

It is an investment worth making 
partly because the powers of the par- 
liament are likely to go on growing, 
And the parliament is, by its very na- 
ture as an elected institution, more readily drawn than the com- 
mission might be to “soft” issues such as the environment, 
health, consumer affairs and human rights. “It is socialist-domi- 
nated and anti-multinational, says one American lobbyist 
briskly. Conventional wisdom holds that “soft” issues will dom- 
inate the broad mix of Eu affairs in the decade or so ahead— 
much as commercial interests have dominated £u affairs in the 
past decade, with the single market and single currency the 
main projects. 

Investing in good European parliamentary contacts, is, 
moreover, a relatively cheap thing for a lobbyist to do. There will 
be lunches to buy, perhaps a secretary's wages to pay. But Euro- 
pean legislators, unlike their American counterparts, do not— 
for the moment, at any rate—run expensive election campaigns 
requiring large fund-raising efforts by lobbyists close to them. 
And, not least, the lobbying industry needs new ears to bend. If 
there are indeed 13,000 lobbyists at work in Brussels, that is 
roughly one for every bureaucrat in the European Commission. 
Small wonder a hired hand reports that "this is a crowded town. 
The struggle for ear-time is getting intense." 
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awarding MILLIONS OF DEUTSCH MARKS to people all over the world. 
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Labour's local problem 


The Labour Party says itis determined to root out corruption and in-fighting in 
its local organisations and in Labour-run councils. But many of the party's 
internal inquiries have got nowhere and new scandals keep emerging 


ONY BLAIRS "New" Labour Party 

made "sleaze" in the Tory government 
a big theme of its triumphant electoral 
campaign in the spring of 1997. On a na- 
tional level the image of a new and disci- 
plined Labour Party, purged by years in op- 
position, made an effective contrast to the 
picture of the tired and dispirited Tories, 
corrupted by 18 years in power. 

But in many local governments across 
Britain, where Labour has held power for 
many years, the party's image is far from 
squeaky clean. Even before the election it 
was clear that many local Labour Parties 
were riven by internal disputes, the air 
thick with allegations of illegality and of vi- 
olations of party rules. 

Since Labour's victory the allegations 
have multiplied, and several new inquiries 
have been launched—both by the police 
and by Labour's National Executive Com- 
mittee (NEC). The NEC says that it does not 
have a precise tally ofhow many of its local 
organisations are now under investi- 
gation, but a spokesman put the 
number of police or internal 
party inquiries started since the 
election at “no more than 20". 
The latest police inquiry, an- 
nounced last month, is into pos- 
sible irregularities in the award- 
ing of contracts by the Labour- 
run council in Wakefield in 
northern England. 

New Labour claims that all 
these investigations show that YQ" 
the party is resolute in finding 
and removing the rotten apples. 

But a closer look at some of the 
_ party's internal investigations 
reveals a more troubling pat- 
tern. On several occasions, after 
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attention has been drawn to a problem by 
the police, the press, or party members, the 
NEC has announced a high-profile inquiry. 
But many of these inquiries have been frus- 
tratingly inconclusive. 

The loose ends left by successive NEC in- 
quiries may simply reflect the fiendish dif- 
ficulty of getting to the bottom of the often 
Byzantine politics of local Labour organisa- 
tions. But in most of the cases listed below, 
there have also been persistent suggestions 
that the Labour Party is keener to be seen to 
act than really to get to the bottom of the 
issues involved. 

* Doncaster: Labour's role in the so-called 
“Donnygate” scandal has been more reac- 
tive than proactive. The party has been on 
the back foot ever since the police began to 
investigate alleged junketing and abuses of 
expenses by Labour councillors, shortly be- 
fore last year's general election. In July 1997, 
after the Yorkshire Post published allega- 
tions of widespread irregularities in plan- 
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ning procedures, the NEC suspended four 
senior councillors named in the article. It 
also set up an inquiry, and took the un- 
usual step of suspending the operations of 
the Doncaster district Labour Party. 

But the thoroughness of the inquiry is 

open to question. One councillor was vet- 
ted by the regional Labour Party, pro- 
nounced fit to stand for office and duly re- 
elected this May. He was then arrested the 
following month. The nec did suspend the 
party membership of Gordon Gallimore, 
the former leader of Doncaster council, in 
December—but the decision was an- 
nounced just a day before a newspaper 
story alleged that he had accepted an “ex- 
cessive" gift from a property development 
company. In its defence, the NEC says that 
its internal inquiry is awaiting the outcome 
of criminal investigations by the police. So 
far, six councillors have been arrested in 
connection with alleged fiddling of ex- 
penses, and one has been jailed. 
* Hull: Shortly after the general election, 
the NEC announced an inquiry into the 
Hull Labour Party and suspended the 
membership of John Black, the powerful 
head of the council's housing committee, 
for allegedly assaulting fellow party mem- 
bers at an election victory rally in May 
1997. The inquiry was particularly sensitive 
since John Prescott, the deputy prime min- 
ister, has his constituency in Hull and is a 
long-time associate of Mr Black. When the 
inquiry was concluded last November, Mr 
Black had to resign as chairman of the 
housing committee and was barred from 
standing in this May's council elections. 

But many current and former members 
of the party in Hull are still unhappy. They 
argue that for two-and-a-half years before 
the election, the NEC ignored warnings 
about the power of a *Black clique" on the 
council, and requests for investigations 

into alleged manipulation of party 
membership. Mr Black's critics 
have still not received a re- 
sponse from the NEC to their 
most serious allegations, 
which related to property 
development in Hull and the 
recruitment of Labour Party 
members in the city. The NEC 
claims its inquiry was thor- 
ough and says, given previous 
infighting, the outcome was 
bound to be criticised. 
* Birmingham: A three-year 
NEC inquiry into allegations 
of widespread membership ir- 
regularities in three Birming- 
ham constituencies has got no- 
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where. The abuse of the membership 
system apparently resulted from rival fac- 
tions vying to influence the selection of 
candidates in local and national elections. 
Despite a report to the NEC earlier this year, 
which said the inquiry had “found massive 
abuse of the national membership system", 
no party members have been disciplined 
or suspended. The Nc justifies its inaction 
by saying that its inquiry has allowed it to 
verify party membership and to ensure that 
the system cannot be abused again. 

* Newark: The familiar mixture of police 
and Labour Party inquiries are taking place 
in Newark, where a struggle has broken out 
between Fiona Jones, the local Labour mp, 
and Gill Dawn, a former Labour leader of 
the council. A police investigation began 
last November into allegations of a false 
declaration by Ms Jones of her general elec- 
tion expenses. Within a week serious allega- 
tions against Ms Dawn were made in writ- 
ing to the NEC by a local property 
developer. The NEC immediately sus- 
pended Ms Dawn, although it had taken no 
action against Ms Jones. The developer 
who had made the allegations against Ms 
Dawn later disowned them, and claimed 
the letter had been drafted by Ms Jones. (A 
spokesman for Ms Jones says it would be 
"inappropriate to comment" on this sug- 
gestion, in view of the NEC inquiry.) After a 
police investigation, no charges were 
brought against Ms Dawn—but she re- 
mains suspended from the Labour Party, 
pending a report to the NEC. 

Ms Jones and her election agent, mean- 

while, were charged in April by the Crown 
Prosecution Service with knowingly mak- 
ing a false declaration of election expenses. 
Both deny the charges. The Labour Party 
has so far taken no action. Supporters of Ms 
Dawn claim that the party has treated Ms 
Jones more sympathetically because she is 
a Blairite. The NEC attributes the difference 
in the treatment of the two cases to differ- 
ences in their legal status. 
* South Tyneside: Successive NEC inqui- 
ries have failed to resolve the faction-fight- 
ing for which South Tyneside councillors 
are renowned in the North-East. 

Three years ago, after squabbling be- 
tween councillors for Jarrow and South 
Shields culminated in a punch-up, the NEC 
ordered the factions to make their peace. 
This made little difference. Shortly after the 
general election, the NEC had to announce 
a second inquiry, after allegations of irregu- 
larities in signing up party members. One 
South Shields councillor has since been 
suspended from the party, and two party 
wards have also been suspended. The NEC 
says the situation is now under control. 

* Renfrewshire: A big test of the NEC's reso- 
luteness in dealing with internal Labour 
Party problems will come when the party's 
national constitutional committee consid- 
ers the case of Tommy Graham, the Labour 
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MP for Renfrewshire West. Mr Graham has 
been suspended from party membership 
since August last year, after the suicide of 
Gordon McMaster, the mp for Paisley 
South, a nearby constituency. Mr 
McMaster had left a note alleging that Mr 
Graham had spread untrue rumours about 
his personal life. An inquiry, by Labour's 
chief whip, cleared Mr Graham of any part 
in Mr McMaster's death but found enough 
evidence of malpractice to justify a bigger 
investigation by the NEC. 

The case against Mr Graham is believed 
to centre on claims by two members of 
Labour's Scottish executive committee that 
he offered them sexually compromising 
pictures of a union official in return for in- 
formation about one of Mr Graham's po- 
litical rivals. He is also alleged to have in- 
timidated Irene Adams, the Labour MP for 
Paisley North. He denies both allegations. If 
Mr Graham is cleared, the party, as well as 
having to deal with any political embar- 





rassment, may face a libel action. Labour 
has promised witnesses to its inquiry that it 
will pay defence costs ifthey are sued by Mr 
Graham. 

The six cases listed above are only part 
of a wider pattern. So why is Labour so 
prone to scandals of this sort? One answer 
is that in many of the areas where scandals 
have hit, Labour’s political dominance is 
deeply entrenched. This has meant that it is 
relatively easy for powerful cliques to run a 
council, without encountering significant 
opposition or scrutiny. That, in turn, makes 
petty corruption more likely. 

Labour dominance also means that the 
struggle for political power is essentially a 
contest for control ofthe local Labour Party. 
Since the voters are unable to arbitrate be- 
tween different factions within the party, it 
is tempting for factions to try to gain con- 
trol of local Labour Parties by signing up 
pliant supporters en bloc—a violation of 
party rules that is a recurrent feature of 
many of these scandals. 

So far, "New" Labour has managed to 
prevent its local problems from damaging 
the image of the Blair government. But this 
may not last. The Scottish Nationalists are 
making gains partly because of the sleazy 
image of Labour in Scotland. This trend ap- 
pears to be spreading to parts of Labour's 
other heartland area in northern England, 
where the party suffered losses in last May's 
council elections. It may also be increas- 
ingly difficult to maintain the distinction 
in voters' minds between the clean Blairite 
national government and local scandals. 
After all, as the deputy prime minister 
could testify, all national politicians have 
their roots in local parties. 





Cities 


The leaving of Liverpool 


Ourthird report on Britain's cities argues that if Liverpool's revival is to last, its 


bloated public sector must shrink 


HE Beatles did it. So did Sir 

John Birt, the BBC's boss. 
And Cherie Booth, the prime 
ministers wife. They all left 
Liverpool to seek their fortunes 
elsewhere—following a long | 
tradition, celebrated (if that is the word) in 
a folk song, “The Leaving of Liverpool". 
Whereas other cities have reversed the de- 
clines in population seen in the post-war 
flight to the suburbs, Merseyside was the 
only urban region of Britain whose popula- 
tion fell in 1991-96. The numbers living in 
Liverpool are dropping by about 2,500 a 
year (see chart overleaf). 

In the 1960s, with the port of Liverpool 
and its associated industries in steep de- 
cline, a fall in the population not only 
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looked inevitable, it was seen 
as something to be encour- 
aged. Tens of thousands of Liv- 
erpudlians were enticed into 
exile, mainly to “new towns” 
such as Runcorn and Skel- 
mersdale, with the promise of better hous- 
ing and better job prospects. 

That these new towns fell far short of the 
hoped-for Utopias is another story. But for 
Liverpool itself, the policy of expelling its 
population was “absolutely disastrous”, 
says Mike Storey, leader of Liverpool City 
Council. It helped to send the city into a spi- 
ral of decline: those who left tended to be 
those with the best job prospects; as the pro- 
portion of welfare recipients rose, the city’s 
economy weakened further, increasing the 
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pressure on those with marketable skills to 
get out. 

Riots in the Toxteth district in 1981 
spurred the then Conservative government 
into action. Michael Heseltine declared 
himself *Minister for Merseyside" and 
launched a string of high-profile regenera- 
tion schemes. Peter Stoney, an economist at 
Liverpool University, reckons that 
Merseyside was getting £200m ($326m) a 
year in state handouts even before it quali- 
fied in 1994 for the European Union's “Ob- 
jective 1" programme to aid the EU's poorest 
regions. This will bring in £650m of Brus- 
sels money in 1994-99; add in matching 
funds from the British government and pri- 
vate investors, and the total is expected to 
be £1.68 billion. 

Today the mood on Merseyside is more 
optimistic than for many years: the local 
unemployment rate is down to 10% from 
17% in 1992 (though still double the na- 
tional rate). A number of big employers, 
from Ford Motors to Girobank, have re- 
cently announced decisions to stay and re- 
invest in the area. And new investors are ar- 
riving: so far this year, four new “call 
centres”, selling financial services by tele- 
phone, have been announced on 
Merseyside, creating up to 3,000 jobs. 

In particular, the port, the reason for 
Liverpool's rise in the 18th century, is mak- 
ing a remarkable comeback. Its freight ton- 
nage has grown by 10% a year for the past 
decade—and this year, the Mersey Docks 
and Harbour Company, its privatised op- 
erator, expects at least 20% growth. From 
being Britain’s largest port in the mid-19th 
century, the Mersey’s share of Britain’s 
trade plunged to just 2.4% in the mid-1980s 
but is now back to 5.8%. 

No doubt the public money pumped 
into Merseyside has helped to boost the lo- 
cal economy—given the sums involved, it 
would be amazing if it had not. But there 
are reasons to doubt that it has been well 
spent, and cause for concern that the scale 
of public spending and the size of the pub- 
lic sector in Liverpool are causing ill effects 
that may outweigh their benefits. 

The Merseyside Development Corpora- 
tion (MDC), one of Mr Heseltine's creations, 
closed this year after 17 years. It spent 
£400m and claimed to have created 
20,000 jobs, many of them in new areas 
such as tourism and leisure. If so, the price 
per job of £20,000 may eventually be re- 
paid by cutting the cost of welfare benefits 
and raising economic growth. But the 
MDC's presence may also have discouraged 
private investment. Peter Jones, operations 
director of Mersey Docks, complains that 
his firm's plan to redevelop Twelve Quays 
in Birkenhead, to cash in on the boom in 
trade across the Irish Sea, has been delayed 
until now because it was kept waiting for 
years while the mDC toyed with “a variety 
of wonderful schemes ... none of which 
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materialised.” 

Though public subsidies may have 
helped, there are more plausible reasons 
for the revival of the port: first, its privatisa- 
tion; and second, the labour-market re- 
forms of the 1980s, in particular the aboli- 
tion of the National Docks Labour Scheme, 
which forced port employers to choose 
their workforce from a strike-prone pool of 
dockers. Mr Jones says that the resolution 
in January of a long-running dispute at the 
docks resulted in the departure (accompa- 
nied by a sizeable payout) of the last of the 
scheme's former members, and that now 
the port has an "entirely different work- 
force with a very different attitude to work." 

Mersey Docks' experience with the MDC 


Liverpool's wide open spaces 


is not the only evidence that the area's over- 
sized public sector may be stifling private 
enterprise: the Merseyside Economic As- 
sessment, compiled in 1995 by KPMG, à 
consultancy, to guide the Objective 1 
spending plans, noted that levels of busi- 
ness formation in the area were low by na- 
tional standards, and that levels of self-em- 
ployment were low—and falling, against 
the national trend. It also found that 
Merseyside had failed to attract a share of 
inward investment appropriate to its size— 
despite all of the subsidies and “help” on 
offer from public bodies. 

In many cases, public money has been 
thrown at grand projects on the periphery 
of the city centre, while much of the centre 
itself has rotted. The mpc’s proudest 
achievement was the redevelopment of Al- 
bert Dock into a tourist attraction combin- 
ing museums, an art gallery and shops. In 
itself, it can be counted a success. But walk 
into town from Albert Dock, and you must 
first cross a potholed race-track of a seven- 
lane highway, with just one dark, smelly, lit- 
ter-strewn footbridge over it. When you 
reach the nondescript Church Street area, 
the very heart of the city, you will find few 
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upmarket shops. Only now has the coun- 
cil’s new leadership launched a drive to at- 
tract them to the city centre. 

And while money has been thrown at 
the creation of new attractions, the city's 
splendid Victorian "crown jewels", the 
Walker Art Gallery, City Museum and St 
George's Hall, have been largely ignored. 
National Lottery money is finally being 
raised to improve the museum and gallery. 

Such inconsistent and illogical deci- 
sions over funding continue to be taken: 
Mersey Docks’ application for a small EU 
grant towards redeveloping Liverpool Pier 
Head, to attract cruise liners, is being held 
up on the ground that subsidies "should 
not be needed in such a buoyant and ex- 





panding market". Fair enough. But much 
larger handouts to the booming hotel in- 
dustry seem to be acceptable: two new ho- 
tels, one heavily subsidised by Brussels, one 
by Whitehall, will open shortly. 


City hall of shame 


The spending record of Whitehall and 
Brussels is open to question. That of Liver- 
pool City Council is not: it is unequivocally 
awful. It charges the highest council tax 
(residential-property tax) in England—41% 
above the average for metropolitan areas. 
Yet its services are among the worst. Its 
schools' results are among the poorest in 
the country—and inspectors do not usually 
find that a lack of money is the problem. 
The council spends more than average on 
managing its housing, and yet a sixth of its 
tenants get away with owing more than 
three months' rent. The national social-ser- 
vices inspectorate found that Liverpool 
spends 50% more per resident on social ser- 
vices than neighbouring Knowsley, which 
is almost as poor, and yet offers a lower 
standard of care. No wonder Liverpool is 
not a popular place to live. Depressingly— 
but perhaps not surprisingly—most of the 
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council’s senior officers choose not to live 
in the city themselves. 

Since becoming council leader in May, 
Mr Storey has announced plans for a num- 
ber of reforms, such as hiving off council 
housing to stand-alone companies and 
transferring its parks to independent trusts. 
But he and his colleagues are still talking 
about “saving” council jobs, when what 
they need to do is slash the council's 
bloated payroll (it employs 21,700—more 
than 10% of Liverpool's entire workforce) in 
order to cut the council tax. In social ser- 
vices alone, bringing costs down to 
Knowsley's levels would allow Liverpool to 
cut its council tax by an astonishing 30%. 

In general, Liverpool's oversized public 
sector has taken money out of people's 
pockets and helped to create an impression 
that nothing can be done without a sub- 
sidy. For too long, the public sector has 
been assumed to be the solution to the city's 
ills, rather than part of the problem. Objec- 
tive 1 was to raise the GDP per head in re- 
gions funded by the scheme to at least 75% 
of the EU average; it looks as though 
Merseyside will fail to reach this objective, 
and yet this will probably be seen as good 
news if the area therefore *wins" another 
round of Objective 1 subsidies in 2000. 

What Liverpool needs is a smaller and 
far more efficient public sector: better 
schools and other public services, a much 
lower council tax, and a smartened-up city 
centre. These things would do more than 
any number of grand projects to reverse the 
flow of talent out of the city, and therefore 
to bring private capital into it. Another 
round of handouts would be no way to re- 
store the spirit of enterprise that the city en- 
joyed in its great seafaring days. 





Northern Ireland 


Bombers and 
sociologists 


BELFAST 


EETING former terrorists in North- 

ern Ireland can be a bit of a shock. 

Many sound more like sociologists than 
killers. Their conversation is littered with 
"projects", “paradigms” and the “dynam- 
ics of reconciliation". Put it down to prison 
education. Inside the Maze prison, where 
most people convicted of terrorist offences 
serve their time, sociology courses are the 
most popular, just beating politics. There is 
also an interesting confessional divide. So- 
ciology is particularly popular among IRA 
prisoners; but according to David Ervine, a 
former loyalist prisoner who now leads the 
Progressive Unionist Party (PUP), Protestant 
paramilitaries tend to prefer more practi- 
cal subjects, like electrical engineering. Mr 
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Ervine himself jokingly laments that he 
was released from prison too early to com- 
plete his degree. 

The fate of former prisoners is of more 
than sociological interest. Under the Good 
Friday peace agreement, many paramili- 
tary prisoners are about to be released—the 
first group will be out at the end of this 
month. Within two years all prisoners be- 
longing to paramilitary organisations that 
have maintained their ceasefires will be re- 
leased. Relatives of victims are understand- 
ably upset; and many unionist politicians 
are protesting. But others recognise that in a 
considerable number of cases, graduates of 
the Maze prison system have proved more 
far-seeing and politically innovative than 
many of Northern Ireland’s orthodox 
politicians. 

Much of the history of the Maze prison 
has been exceedingly grim. Over the past 25 
years it has seen the deaths of ten republi- 
can hunger-strikers, "dirty" protests that 
left cells covered in excrement, violent es- 
capes and cases of prisoners torturing and 
murdering each other. But jail also pro- 
vided a remarkable education for many 
prisoners, and in turn helped to produce 
the present precarious "peace process". 
Shouted discussions between cells holding 
IRA prisoners developed into debate about 
"the armed struggle". Informal prisoner- 
taught classes in history, the Irish language 
or traditional music widened into official 
provision of university-standard courses. A 
visiting journalist found last year that sev- 
eral inmates were working on masters de- 
grees, one on a doctorate. 

Loyalist interest in education came 
later and is less developed. But Mr Ervine 
and Billy Hutchinson, the two foremost 
loyalist paramilitary spokesmen, are proud 
of the political education they received in 
jail—and preach the need for compromise 
with an eloquence unmatched by any 
mainstream unionist. Mr Ervine made do 
with the informal politics and history 
classes run by Gusty Spence, a convicted 
killer and the father figure of the Ulster Vol- 
unteer Force. Mr Hutchinson, who had a 
"life" sentence for involvement in two 
killings, graduated in social studies. 

The two sets of prisoners, though segre- 
gated, made some common cause. They 
were agreed in demanding better educa- 
tion and other facilities. Loyalists began to 
copy republican attitudes and borrow ter- 
minology. Some made contacts across the 
sectarian divide and built friendships on 
shared prison experience. These produced 
meetings outside jail in the earliest months 
after the original rRA and loyalist ceasefires 
in 1994, when nerves were rawest. Many 
former prisoners are now stalwarts of the 
international peace studies circuit—mixed 
groups of loyalists and republicans regu- 
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larly attend conferences in the United 
States, Europe and South Africa. 

Remorse, rehabilitation? The most ad- 
vertised jail conversions have been those 
by born-again Christians. Many seem less 
repentant about their murderous pasts 
than their irreligious early lives. Few who 
make the shift from gun to politics actually 
voice regret. But they have helped to shift 
others towards politics, and away from vio- 
lence. Gerry Adams first began to develop 
arguments for emphasising the political as- 
pects of the IRA's war in articles written in 
prison. Mr Hutchinson for one says he 
thinks that converting paramilitaries into 
politicians might be the surest way to make 
amends. 
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After waiting 
| twelve years, 
| at last we 

triumph in 

a Test series 
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A recent survey of Australian views 
of Britain established that one of the 
most powerful images was that the 
Brits are “losers at sport". | 

Sad to say, this summer has 
rubbed the point home. England 
were eliminated early from the 
World Cup, and are still whingeing 
about the referee, while the Scots 
went out after a 3-0 thrashing from 
those footballing giants, Morocco. 
The English rugby team suffered a 
series of record defeats on a tour of | 
the southern hemisphere. There was _ 
a brief flurry of interest on the tennis _ 
court, when Tim Henman reached 
the semis at Wimbledon. He lost. It 
is now over 60 years since a British 
man has won the men's singles at 
Britain's leading tournament. 

So there were cries of rejoicing 
(not to say disbelief) when this week 
the English cricket team won the last _ 
match of a long series against South 
Africa—clinching victory in a major 
. international test series for the first 
time in 12 years. England's next op- _ 


| ponents? Australia, naturally. | 
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BUSINESS 


Oil’s well that ends well 


LONDON AND NEW YORK 


The merger between BP and Amoco seeks to create a third ‘‘super major" in 
the oil industry. Is size really so important? 


ISMISSIVELY, John D. Rockefeller 

once referred to the early days of the 
American oil industry as "harvest time": 
anybody could get rich simply by digging a 
hole in the ground. His generation, he 
maintained, lived through harsher times, 
and got rich through their organisa- 
tional flair, or not at all. He turned 
his genius to consolidation, and it 
made him very rich indeed. 

With the price of Brent Crude at 
its lowest level in real terms for 25 
years, harsh times are here again— 
and so, it appears, is the Rockefeller 
vision. The biggest industrial merger 
ever, between British Petroleum and 
Amoco, may herald a new era of 
consolidation in an industry where 
mergers have been scarce of late. 

BP, whose American wing is 
based around the Ohio part of 
Rockefeller’s Standard Oil empire, is 
paying $48 billion to acquire 
Amoco, which was created from 
Standard Oil of Indiana. Although 
this represents a steepish 15% pre- 
mium over Amoco's pre-bid value, 
the merger has been applauded as a 
good fit: BP is generally better at the 
upstream part of the business (find- 
ing and extracting oil); Amoco at the 
downstream business of refining, 
distributing and marketing the stuff. 
Amoco's stronghold is the United 
States—hitherto a weak spot for B». 
And the Chicago-based firm beefs up Br's 
gas and petrochemicals divisions. 

As these empires are meshed together, 
there should be plenty of savings. Sir John 
Browne, BP's boss, who will also head the 
new company, has a flair for cutting costs 
that Rockefeller might have appreciated: 
BP's workforce now has fewer than half the 
112,000 people it had in 1992. Some 6,000 
ofthe 99,000 jobs at the new BP Amoco are 
already earmarked to go; managers’ bo- 
nuses will be tied to producing $2 billion in 
annual pre-tax savings by the end of 2000. 
Businesses that are not number one or two 
in their segments are likely to be sold. 

All the same, Sir John promises much 
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more than mere cost-cutting. He describes 
both BP and Amoco as being "at the top of 
the second division". The deal will put the 
new BP Amoco in à first division of "super 
majors”, alongside Exxon and Royal 
Dutch/Shell. The new firm will on some 





Rockefeller rises again 


counts be these firms' equal: it will, for in- 
stance, have more oil and gas reserves than 
Exxon. More important, the merger puts BP 
in a different league from all the other com- 
panies in the business. 

As a competitive tactic, this has already 
worked well. The oil industry is now abuzz 
with gossip about further consolidation in- 
volving BP's former peers, such as Chevron, 
Mobil and Texaco. BP’s bosses even specu- 
late that the news may have caused a fris- 
son of pain in Shell House, where its old 
enemy had been concentrating on overtak- 
ing Exxon. Yet the question of whether the 
oil industry is charging in the right direc- 
tion remains unanswered. 


With stocks of oil at record levels, de- 
mand depressed in Asia, and members of 
the OPEC oil cartel always ready to cheat on 
their quotas, there is little hope of a dra- 
matic rise in the oil price in the near future. 
Having been hustled out of the Middle East 
long ago, all the majors are heavily depen- 
dent on giant fields that were discovered 
decades ago, many of which (particularly 
those in North America and Europe) are 
starting to decline. 

The great task for today's oil firms is to 
replace these "crown jewels". In recent 
years a mere handful of fields containing 
more than 500m barrels have been discov- 
ered, in contrast with dozens of big new 
discoveries in previous decades. Deep-wa- 
ter reserves, such as those in the Gulf 
of Mexico and off the coast of West 
Africa, are expensive to extract. Rus- 
sia, which sits on 5% of the world's 
proven oil reserves, is prickly. Last 
year BP took a 10% stake in Russia's 
Sidanco; it recently reported a $20m 
loss due to problems there. The Cas- 
pian, where both BP and Amoco 
have struck deals, is stuck in a tortu- 
ous geopolitical argument over the 
route of pipelines from the area. 


The benefits of being big 


Admittedly there is natural gas: de- 
mand for the stuff is growing more 
rapidly than demand for oil, in part 
because burning it produces less pol- 
lution. Amoco has large reserves of 
gas. In 1988 it bought Dome Petro- 
leum, a Canadian gas firm, for $4.2 
billion. But transporting gas is diffi- 
cult and it has no international spot 
market, forcing producers to find 
long-term buyers before any big in- 
vestment in a gas field, which can be 
a long process. 

BP thinks the merger will help it 
deal with these difficulties. Simply 
by having a broader range of countries, it 
should be less vulnerable than most to up- 
sets in any one place: Shell's problems in 
Nigeria made only a small dent in its per- 
formance. “Your appetite for risk is a func- 
tion of how much capital you have,” one se- 
nior figure stresses. “Now we can afford to 
make bigger bets.” Both Bp and Amoco have 
often had to go into partnership on big oil 
deals; now they can bid alone. There is also 
a growing tendency by governments to de- 
mand that oil companies do more than just 
extract oil; they have to build infrastructure 
as well—once again pushing up the cost. BP 
and Amoco also say that they will recon- 
sider the liquefied natural gas industry that 
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Over a barrel 


$ per barrel, at 1998 prices! 
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they have shied away from in the past. 

In all this, Sir John is careful to talk 
about size being an "outcome, not an aim" 
and stresses his willingness to sell busi- 
nesses as well as enter them. He is adamant, 
however, that scale does matter in some ar- 
eas—and even in the fashionable business 
of knowledge. He claims that Br's profit 
growth has partly stemmed from transfer- 
ring expertise (in drilling technology, for in- 
stance) around the company; now these 
skills, built at great expense, can be put to 
Work across a much wider group at little ex- 
tra cost. The same logic would presumably 
apply to Amoco's flair for retailing. 

This is an intriguing vision. But the case 
for size and creativity within a super major 
remains unproven. BP's return on capital 
employed—the main benchmark of profit- 
ability amongst big oil firms—was 14% in 
the12 months to the end of June, well above 
Shell’s figure of 10% (Amoco scored even 
lower at 9%). Shell is even now starting a 
restructuring drive that may clamp back on 
investment. As for Exxon, its 14.5% return 
has been achieved more by returning its 
capital to investors through share buybacks 
than by using it to grow bigger. 

Moreover, the oil industry's future may 
turn on two things where nimbleness may 
count for more than size. The first is the 
long-awaited introduction of other forms 
of energy—a development where large re- 
serves of oil may actually prove a handicap. 
The other, more immediate possibility is 
the re-entry of western firms to the Middle 
East. This is the real prize in the oil indus- 
try, both because of the Middle East's re- 
serves and because it still costs less than $2 
a barrel to extract oil there. 

Moreover, while Opec, which is domi- 
nated by Middle Eastern producers, owns 
three-quarters of the world's proven re- 
serves (see chart), it currently produces only 
41% of the world's annual oil supply. This 
means that as non-OPEC supplies begin to 
dwindle, or are made uncompetitive be- 
cause ofthe low oil price, the importance of 
the Middle East is likely to grow. 

So far, winning deals in the Middle East 
seems to depend in larger part on the po- 
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litical astuteness and lobbying skills of oil 
bosses than on the size of their capital base. 
French oil firms, such as Total and Elf, have 
had a head-start in negotiating deals in 
Iran and Iraq because their government is 
more friendly to these regimes. As Rockefel- 
ler discovered, even the best-organised oil 
firms can be undermined by politicking. 
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Broadway 


From riches 
to Ragtime 


NEW YORK 


VEN on Broadway, few stars have 

crashed as spectacularly as Garth 
Drabinsky, the impresario behind Rag- 
time, theatreland’s highest-grossing show. 
Until recently Mr Drabinsky was hailed as 
a visionary in the tradition of the most leg- 
endary showman, Florenz Ziegfeld. He was 


We all want a job with Disney 


the man to revitalise Broadway and pre- 
pare it for the multimedia age. But this 
week Livent, the production company he 
founded, disclosed accounting irregular- 
ities running into millions of dollars and 
Mr Drabinsky, its vice-chairman, was sus- 
pended along with the company’s already 
ailing shares. 

This may raise a smirk at Walt Disney. 
Michael Ovitz, a former super-agent who 
left Disney under a cloud in 1996, pumped 
$20m into Livent in April and is now sit- 
ting on a $3m loss for his troubles. Mean- 
while, Disney’s stage production of “The 
Lion King” seems to be going from strength 
to strength. 

Livent’s fall from grace will strike fear 
into Broadway's independent producers. 
Whatever its particular wrongdoings, its 
difficulties stem from the economics un- 
derlying the business as a whole. 

While audiences have been growing 
steadily, marketing and production costs 
have soared. Jed Bernstein, executive direc- 
tor of the League of American Theatres & 
Producers, says that most Broadway shows 
lose money. Last year more than 10.5m peo- 
ple came to watch a show, spending $499m 
on tickets. And at an average of $47, with 
the better seats costing $75, tickets are not 
given away. Yet production companies’ di- 
rect expenditures (start-up capital and run- 
ning costs) added up to $485m. A $15m 
profit in a year of record attendances is 
hardly inspiring, though many shows tend 
to make a better return on subsequent off 
Broadway tours. 

The industry is doing its best to grapple 
with its problems. Through its “Live Broad- 
way” initiative, the league is trying to en- 
courage cheaper and more effective mar- 
keting by bringing in sponsors such as 
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Continental Airlines, setting up toll-free 
telephone lines for theatre-goers and nego- 
tiating with unions to control pay. 

The problem of rising production costs 
seems intractable. Broadway is in compe- 
tition not only with television, but also 
with the cinema, theme parks and even 
computer games, all of which offer thrilling 
special effects. As a result, theatres are grad- 
ually going high-tech. According to Bob 
Fennell, the publicist for Cameron Mackin- 
tosh, a British producer who brought 
“Cats”, “Phantom of the Opera” and “Miss 
Saigon” to Broadway, “as soon as technol- 
ogy is created for film, everyone wants to 
bring it into the theatre.” 

London’s new production of “Doctor 
Dolittle”, for instance, uses the latest 
animatronic animal models, which audi- 
ences swear are just like the real thing. Such 
toys are hugely expensive. Disney spent 
$20m on its elaborate staging of “The Lion 
King”, complete with animal masks. 

Marketing at least offers scope for more 
effective spending. The industry is still na- 
ive about this. Producers market to the 
same million or so people again and again 
by taking expensive ads in the New York 
Times. Direct mail could reach these and 
new audiences much more cheaply. 

But big productions will still demand 
big marketing budgets. As Scott Zeiger, of 
the Pace Theatrical Group, says, “To open a 
new musical on Broadway a producer 
would be foolish to budget anything less 
than $1m just in pre-opening costs—and 
that is considered very low.” That excludes 
the $80,000 needed to keep the show in the 
media each week, and the inevitable ex- 
travagant opening-night party. 

Disney's big advantage on Broadway— 
other than its size and wealth—is that, un- 
like other Broadway producers, it does not 
have to spend much to lodge its show in 
peoples minds: the film of "The Lion 
King", the toys, the books have already done 
that. The synergy between Broadway shows 
and other bits of the entertainment busi- 
nesses explains why srx Entertainment, an- 
other big media group, recently bought 
Pace—and why the independent producers 
who survive will struggle. 





American health 


Mismanaged 
care 


€€"T^AKE two and call me in the morn- 

ing" has been known to cure many 
an ill. But stronger treatment is needed for 
United HealthCare, one of America's larg- 
est managed-care companies, which on Au- 
gust 10th called off its proposed $5.5 billion 
merger with Humana, a smaller rival. A few 
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days earlier United HealthCare had re- 
ported a pre-tax loss of $679m for the sec- 
ond quarter, including a $900m charge for 
“strategic realignment activities”. That re- 
fers to the high cost of dabbling in difficult 
markets, in particular America’s state- 
funded Medicare system for the elderly. 

While realignments may bring imme- 
diate relief in chiropractic, they do little for 
investors. United’s shares have fallen by 
34% since the losses were announced. And 
the company is not alone. Oxford Health 
Plans, which was once the darling of the 
managed-care world for its user-friendly 
health schemes, has been in the doghouse 
for almost a year. Its second-quarter pre-tax 
loss reached $508m. 

Such poor showings have undermined 
the share-price performance of even mod- 
estly profitable companies, such as 
Humana. Matters are not much helped by 
public fears about the quality of American 
managed care, and government legislation 
in the works that threatens to regulate the 
industry. According to Morgan Stanley 
Dean Witter, an investment bank, the com- 
posite share value of America’s 12 publicly 
traded managed-care companies has fallen 
by 34% in the past two months. 

So what brought on this malaise? One 
cause is botched computer systems and un- 
derwriting, especially at Oxford, which has 
led to problems with billing and premi- 
ums. Buta more recent failing, and one that 
will be harder to put right, is the industry’s 
attempt to insure elderly Americans. 

American managed care was hearty 
while it devoted itself to big employers fed 
up with spiralling insurance costs. With 
some oft-damned cost-containment mea- 
sures, managed care brought these premi- 
ums under control. Recently, they have 
been rising by at most 3% a year. But with 
over 75% of America’s privately insured em- 
ployees already in managed-care plans, 
there are few corporate pickings left. 

Instead, managed-care firms have been 
tempted by the 37m people covered by 
Medicare, the federally funded health-in- 
surance scheme for Americans over 65 
years old. Only 16% of these people are cur- 
rently enrolled in private managed-care 
plans, and the federal government is keen 
to double this proportion by 2002. 

But Peter Kongstvedt, a managed-care 
expert at Ernst and Young, a consultancy, 
warns that this is far from easy money. Mar- 
keting managed-care plans to the elderly is 
expensive, since they must be persuaded 
and enrolled one by one. American work- 
ers, by contrast, are roped in en masse 
through their employers. 

Once in the plan, the elderly cost a lot 
more than their children do. They need lots 
of doctors’ visits and expensive drugs. And 
Medicare recipients are hard to retain, 
since they have greater freedom than those 
on employer-funded schemes to move out 
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A delicate condition 
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of managed care. 

Although they say they are keen, politi- 
cians hardly make taking on Medicare re- 
cipients easy. The government is trying to 
clamp down on overbilling by managed- 
care firms. The fiendishly complex way in 
which payments to managed-care firms are 
calculated means that those dealing with a 
mix of urban and rural populations end up 
short-changed. Moreover, legislation 
passed last year aims to reduce Medicare 
spending by $115 billion over the next five 
years. No wonder some firms—including 
United and Oxford—are planning to with- 
draw their Medicare coverage in certain 
bits of America. 

But such prudence is probably not 
enough to improve the finances of the 
managed-care industry. According to Anne 
Anderson, a health-care analyst at Atlantis 
Investment in New Jersey, companies will 
have to raise premiums for employers by as 
much as 10% next year in order to maintain 
their capital reserves and investor confi- 
dence. Shareholders may feel a little better 
as a result; customers will not. 
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BUSINESS. 
Telecoms 


The global 
minnow 


HE received wisdom in global telecoms 

is that nothing matters more than size. 
When, a few weeks ago, AT&T and BT an- 
nounced a joint venture aimed at supply- 
ing advanced data communications to 
multinationals, much of the trumpeting 
was about the scale and reach of the two 
telephone companies. That has also been 
the logic behind looser-knit alliances, such 
as Global One, a team that includes Deut- 
sche Telekom, France Télécom and Sprint, 
an American long-distance carrier. 

But if it is really true that only three or 
four giants will be able to meet the commu- 
nications needs of the world’s biggest com- 
panies, how then to explain the success of 
Amsterdam-based Equant, a little-known 
tiddler that is making a splash in the mar- 
ket for managed data services? This year 
Equant, which is growing at a pace of more 
than 30% a year, should achieve revenues of 
$700m. Just a week after Equant's success- 
ful New York stock-exchange debut—the is- 


sue was 20 times oversubscribed—inves- 
tors might have taken fright at the merger of 
AT&T and Br. But despite a wobble, analysts 
remain confident that Equant is well 
placed to take a chunk of a market pre- 
dicted to grow from $5.3 billion last year to 
nearly $15 billion by 2000. It is, says James 
Richardson of Cisco Systems, a data- 
networking equipment firm, “a tremen- 
dously sexy company". 

Although relatively tiny in financial 
terms, Equant has some surprising advan- 
tages over much larger rivals—advantages 
that have been winning it the business of 
some demanding customers. The company 
can boast a client list that includes Ameri- 
can Express, Visa International, Hilton Ho- 
tels, Royal Dutch/Shell, ING Bank, 
Samsung, Rhóne-Poulenc, Interpol and Xe- 
rox. What unites them all is their huge cross- 
border data-communications needs and, 
with companies such as Amex and Shell, 
the remoteness of the offices they want to 
link up. 

Equants edge is that, in geographic 
terms, it has by far the world's largest com- 
mercial data network, extending into more 
than 2,000 cities in 220 countries. It also 
has sales and support services in 145 coun- 
tries. No other firm even comes close to 


that. Global One and Concert, the product 
of a joint venture between BT and MCI, 
have a presence in up to 60 countries. But 
both rely on weak distribution alliances 
and suffer from network incompatibilities, 
such as switches that don't match and dif- 
ferent billing systems. Nor will problems of 
that kind be quickly fixed by the venture be- 
tween BT and AT&T. 

How has a little-known newcomer cre- 
ated a network that, for reach, puts all oth- 
ers in the shade? Equant's secret lies in its 
parentage. It emerged from SITA, a co-oper- 
ative formed by major world airlines in 
1949 to provide communications and 
data-processing services to the air-trans- 
port industry. When, a decade ago, both the 
airline and telecoms businesses began to 
deregulate, srra decided to exploit the com- 
mercial potential of its network by offering 
data communications to non-airlines. Af- 
ter tentative beginnings, the company fi- 
nally emerged as Equant in 1997. 

As well as the reach of its network, 
Equant has some other advantages. Be- 
cause it owns everything above the trans- 
mission fibre, it is not dependent on others 
to honour service commitments; working 
for airlines has given it the habit of absolute 
reliability; since it has access to SITA's net- 





It was my idea 


| SAN FRANCISCO 


N THE offline world, this would be a 

strange market indeed. Buyers attach 
money to a board, along with a note stat- 
ing what they want to buy for the sum. 
Later, sellers come along and have a look. 
If they like an offer, they take the money 
and deliver the goods. 

This sort of reverse auction has made 
Priceline.com, which went online with 
much fanfare in April, one of the more in- 
teresting airline-ticket bidding services 
on the Internet. On Tuesday, the Connect- 
icut-based company again caused a stir, 
this time by earning a patent for its busi- 
ness model. If more such patents are 
awarded and upheld, business on the In- 
ternet could suffer. 

The patent, No. 5,794,207, covers so- 
called “bilateral buyer-driven com- 
merce”. In Priceline’s service, consumers 
specify a round-trip destination, the date 
of travel and the price they are willing to 
| pay—and back up the offer with a credit 
card. Priceline lets them know by e-mail 
whether any airline has accepted the bid. 

Patents on business methods used to 
be a rarity, because it seemed legally pre- 
posterous to claim ownership of a way of 
doing business. But last month, the Court 
of Appeals for the District of Columbia 
settled the issue, by ruling that business 
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models are generally patentable if they 
are unique—just like any other invention 
that is “new and useful”. In 1996, the Us 
Patent and Trademark Office updated its 
guidelines to allow more such patents to 
be granted, the court noted. The reason is 
that, in the electronic world, it is increas- 
ingly difficult to distinguish between the 
technology of a website and the way it 
does business. 

Priceline is hoping that it will be able 


to make a lot of money from licensing its 
novel auction idea to other Internet firms 
such as Yahoo! or even to trade associa- 
tions that want to help their members sell 
excess inventory. It won't be easy, how- 
ever, to enforce its patent against the legal 
firepower of firms like Microsoft and 
AOL. But if Priceline succeeds, it is certain 
that other Internet companies will try to 
do the same. 

Is this a good development for elec- 
tronic commerce? In some ways it may 
be. Patents on business models would cer- 
tainly help to solve one of the main prob- 
lems plaguing Internet companies trying 
to establish themselves—the instant imi- 
tation of their idea if it turns out to be suc- 
cessful. On the other hand, it could spark 
an ugly patent war over electronic com- 
merce. A warning shot has already been 
fired by a New Jersey Internet firm called 
E-Data. It has sued dozens of companies, 
claiming to have patented the very idea of 
selling computer software and other elec- 
tronic goods over a computer network. 

It is unlikely that E-Data will get very 
far in its quest. A sceptical federal judge 
told the company in May that it was 
greatly stretching the terms of its original 
patent, awarded in 1983, which covered 
the downloading and sale of data to users 
in a retail-store kiosk. Even in the world's 
most legalistic country, such broad at- 
tempts to restrict business on the Internet 
are bound to fail. 








THE ECONOMIST AUGUST ISTH 1998 


work at incremental cost, its unit costs are 
far lower than its actual volumes would im- 
ply. Now it is integrating voice with its data 
network at a speed that others may find 
hard to match. 

Given the scepticism about big 
telecoms alliances that prevails in most 
multinationals—easily made, just as easily 
broken, is the common complaint—the en- 
thusiasm for Equant on Wall Street is per- 
haps less surprising. But despite its 
strengths and its reputation with its cus- 
tomers, Jennifer Pigg, an analyst with the 
Yankee Group, a high-tech consultancy, 
reckons that the lack of a recognised brand 
could hold Equant back. Instead the firm 
may be a "real gem to acquire". With 
telecoms merger mania in America rapidly 
creating a Bell West and a Bell East, Equant 
could prove an attractive short-cut to a 
global presence. Cash-hungry airlines 
might find an offer hard to resist. 





Thai business 
Pulp friction 


BANGKOK 


CROSS Asia, the murky links between 
politics and business are often 
blamed for the present economic slump. 
That is especially true in Thailand, where 
the region's nightmare began. And, despite 
much talk of reform and transparency, they 
still haunt the commercial world. At Phoe- 
nix Pulp and Paper, for example, the coun- 
try's largest supplier of pulp for paper, a 
five-year battle between the controlling 
shareholder, a foreign company, and ac- 
quisitive Thai politicians is reaching a cli- 
max. The foreigners seem set to lose. 

They are beset from three sides. The 
mill, in Thailand's poor north-east, re- 
started production on August 11th after a 
costly two-week closure imposed for al- 
leged pollution offences. The stock ex- 
change has suspended trading in the com- 
pany's shares during investigations into 
dealings of the foreign shareholder—Euro- 
pean Overseas Development Corporation 
(EODC)—and its (and Phoenix's) chairman, 
George Davison. To cap it all, EODC is los- 
ing about $500,000 a month servicing 
debts taken on to fight a series of takeover 
attempts. Mr Davison sees all these as dif- 
ferent fronts in the same campaign. With 
most of EoDc's shares in Phoenix already 
pledged as collateral, the firm needs an in- 
jection of capital from a white knight. Yet 
what investor would willingly become in- 
volved in such an imbroglio? 

Ranged against EODC are Kirit Shah, a 
dissident shareholder; a group of ambi- 
tious politicians; and the twitching corpse 
of Thailand's biggest financial scandal, the 
Bangkok Bank of Commerce. BBC collapsed 
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in May 1996 under the weight of more than 
$3 billion in bad loans, and is now being 
run by a government-owned development 
bank. Rakesh Saxena, a “treasury adviser" 
to BBC, is still in Canada, fighting extradi- 
tion. Among other activities, he had been 
financing takeovers of listed companies. 
Much of the money was lent to members of 
“Group 16”, a bunch of youngish members 
of parliament, mainly from the north-east, 
on the security of land the value of which 
was grossly inflated; many loans were in- 
terest-free; and most of the 17 companies 
they took over have fared badly. 

In 1993 Phoenix was among Group 16's 
targets. One of its members, Chuttawat 
Mookatamara, has been accused of bor- 
rowing 1.25 billion baht ($50m at the time) 
from BBC to buy Phoenix shares, against 
land worth about $19m. Commercial and 
political considerations blend. Phoenix 
uses local farmers to supply its raw materi- 
als—mainly eucalyptus, but also bamboo 
and kenaf (a jute-like plant). More than 
50,000 families depend on income from 
the mill. That is a lot of votes. When an anti- 
pollution order closed the plant down last 
month, 200 lorry-loads of farmers blocked 
the main roads in protest. 

Having beaten off takeover attempts in 
the past, Mr Davison now faces a war of at- 
trition. His foes know that EODC cannot 
sustain its financing costs, and, as he sees it, 
are intent on making life harder, through 
the pollution campaign and the stock-ex- 
change investigation, which was launched 
at MrShah's request. The investigation cov- 
ers investments by Phoenix into two com- 
panies associated with Mr Davison, which 
may imply a conflict of interest, though Mr 
Davison denies this. 

The allegations of pollution received 
much greater publicity. In 1994 some 150 
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Eucalyptus, enemy of the people 


articles about Phoenix's sins appeared in 
the press. It is still accused of poisoning fish 
in the Phong river, but says that last year it 
stopped all discharges of effluent into wa- 
terways, and started using it to irrigate the 
eucalyptus plantations. Environmentalists 
and nearby rice farmers do not like this ei- 
ther. They say effluent is seeping into the 
ground water. Eucalyptus itself is unpopu- 
lar with many ecologists, who say it lowers 
the water table and hurts other species. 

It is a sad commentary on business in 
Thailand that most stockmarket observers 
seem ready to believe both sides of the 
story: that Phoenix pollutes its environ- 
ment, and that its main shareholder is a vic- 
tim of politics. 





Going cheap 


HONG KONG AND TOKYO 


Asia's woes have hit retailers hard. But where luxury foreign brands and over- 
extended Asian retailers suffer, downmarket foreign chains see their chance 


ID-DAY, peak shopping time in the 
Landmark, one of Hong Kong's 
smartest midtown malls, and all is not well. 
Gucci: empty. Four Versace boutiques: 
empty. Hugo Boss, Hermes, Dolce & 
Gabbana: all empty. Across the street a 
sumptuous two-floor Emporio Armani has 
one customer, just looking, thanks. And 
Donna Karan's brand-new regional flag- 
ship, exquisitely decked out with Asian ob- 
jets d'art, is as quiet as a Ming tomb. 
A year ago, stores were packed with free- 
spending locals and tourists. Asia was the 
world's fastest-growing retail market, espe- 


cially for designer boutiques and luxury re- 
tailers. For some fashion and luxury-goods 
firms, such as LVMH Moet Hennessy Louis 
Vuitton, Asia accounted for half of world- 
wide sales. Catering to Asia's new-found af- 
fluence and taste for exclusive brands, 
Asian retailers expanded at breakneck 
pace. Executives worried more about park- 
ing than profits. 

Department stores such as Yaohan, 
Daimaru and Takashimaya exported Japa- 
nese consumer culture on a huge scale to 
cities as different as Singapore and Beijing. 
Mid-sized companies, such as Hong Kong's 
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Joyce Boutique and Dickson Concepts, bid 
to become regional retail giants, setting up 
luxury department stores and boutiques in 
shopping districts across the region. For a 
while, it worked: most made a lot of money, 
and Dickson Concepts won acclaim as a re- 
tail visionary for buying and turning 
around Harvey Nichols, à prestigious Lon- 
don department store. Forbes magazine 
even named Joyce one of the best-managed 
non-American firms for each of the past 
two years. 

But the glitzy malls they filled, marble 
and glass testaments to the consequences 
of mixing easy money and bad taste, now 
stand as symbols of all that led to Asia's 
crash. Nowhere is overcapacity as obvious 
as in the white-elephant shopping centres 
of Kuala Lumpur, Jakarta, Seoul and Hong 
Kong. There the average shopper can walk 
past one shop window after another with- 
out seeing anything he could imagine buy- 
ing, much less afford. 

The cost of this profligacy has been 


| high. Yaohan's operation outside Japan has 


declared bankruptcy, closing dozens of de- 
partment stores. Daimaru and Matsuza- 
kaya will close their Hong Kong superstores 
later this month; Takashimaya is 
rumoured to be in trouble in Singapore. 
Joyce has shut its operations in Thailand, 
the Philippines and Korea and severely cut 
back elsewhere. Were it not for buoyant 
sales at Harvey Nichols, even Dickson Con- 
cepts would be well in the red. 

In Hong Kong, long a magnet for the re- 
gion's shoppers, an evaporating tourist in- 
dustry and a deepening recession is hurt- 
ing the retail sector most. Turnover at 
department stores was down nearly 30% 
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for the first five months of the year; overall 
retail sales are expected to fall by 20% this 
year. High-end retailers have been hardest 
hit; currency devaluations make imported 
luxury goods both expensive and politi- 
cally incorrect. But even the discount 
chains, which still get lots of shoppers, al- 
beit keener for bargains than before, are 
feeling the pain. 

Earlier this month Theme Interna- 
tional, a clothing chain once the darling of 
professional women, closed almost all of 
its Hong Kong stores; just three years ago, in 
the midst of a typically extravagant expan- 
sion drive, its owner had announced plans 
to become the biggest retailer in the world. 
Most other Hong Kong clothing retailers 
are also cutting back, trimming staff and in- 
ventories as they pull down the shutters of 
their worst-performing stores. In many of 
the region's smaller markets, the slump is 
even worse (see chart). 


Enter, gingerly 

Certainly, this is a bad time to be a retailer 
in Asia. But squint into the distance, and 
the corner of a silver lining is just visible. 
Retail rents are falling rapidly: down by 
around 30% for street-level storefronts in 
Hong Kong, Kuala Lumpur and Bangkok, 
according to First Pacific Davies, a property 
consultancy. As stores go under or move to 
cheaper premises, prime retail space is 
coming on to the market. Widespread lay- 
offs mean that experienced managers and 
staff are now available, easing one of the 
long-standing problems in Asian retailing. 
And advertising costs less by the day. 

Most Asian retailers, with virtually all of 
their business in slumping markets, are in 
no condition to benefit. But western 
firms, with healthy—albeit mature— 
markets to finance their search for 
new growth, see Asia's woes as a 
chance to accelerate their expansion 
into the region. 

Take Wal-Mart, that most Ameri- 
can of superstores. In July it bought 
four discount superstores and six un- 
developed sites from a local busi- 
nessman in South Korea, which at 
the moment is about as unprom- 
ising a market for foreign retailers as 
it is possible to imagine. At the mo- 
ment Wal-Mart is keeping Makro, 
the original name ofthe stores, but it 
is already shaking up the local dis- 
count market with such Wal-Mart fa- 
miliars as "everyday low pricing". 
When the South Korean economy 
picks up a bit, it plans to put its own 
name on the stores and develop the 
rest of the sites. In June it announced 
plans to build six more stores in 
China over the next two years, tri- 
pling its base there. 

Similarly, Tesco, a large British 
supermarket chain, entered Asia in 
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April by buying 13 Lotus Superstores from 
the troubled cP Group, Thailand's largest 
business group. Like Wal-Mart, Tesco plans 
to keep the original name for the moment, 
but if its deep pockets and management 
succeed, it is considering further expansion 
into Taiwan and South Korea. 

Carrefour, a French hypermarket, has 
been in Asia longer, but is continuing to ex- 
pand through the economic turmoil. It 
now has 46 massive stores in Asia, 20 of 
them added since the crisis began. Its strat- 
egy is to sell staples, from groceries to con- 
sumer electronics, cheaply and well. Reces- 
sions make people price sensitive, but they 
still need to eat and wash their clothes. Big 
stores, with economies of scale, still make 
sense in bad times. 

IKEA’s long-term prospects look equally 
promising: its stylish, inexpensive furni- 
ture designed for limited space should 
have a natural appeal for Asia's once and 
future upwardly mobile professionals. But 
it is feeling the crisis at the moment: much 
of its trade comes from people moving 
house, and few Asians are in a mood to 
move right now. Nevertheless, IKEA is con- 
tinuing to expand as planned, this year 
adding three stores to its existing seven in 
the region. 

And that is the big difference between 
the foreign giants and their Asian competi- 
tors: the foreigners have the resources to 
stick to their expansion plans, while local 
firms are pulling back further with each ad- 
ditional piece of bad news. When the dust 
clears, Asia's retail market may well be 
transformed, with western multinationals 
powerful in markets where overextended 
locals have stumbled. Someday the Gucci 
and Versace boutiques will be buzzing 
again, perhaps with the same Asian firms 
holding the franchise. But around them, 
where smart Japanese department stores 
once were, will stand the big western 
names that now tower over the cities of Eu- 
rope and America. 
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FACE VALUE 


The road from Damascus 





The career of Ahmad Samha, who sells Benetton clothes in pariah states, suggests that 
you can find a market anywhere if you look hard enough 


AMD the grime and misery of Baghdad, it 
is a strange sight: a brand-new bright- 
green shop-front, full of sleek Italian clothes 
and posters of wide-eyed African and Asian 
faces. As idle taxi drivers and peanut hawk- 
ers look on in envy, a handful of well-to-do 
Iraqis rummage through racks of linen suits, 
pick over piles of plaid shirts and try on de- 
signer jeans. Despite the devastation left by 
the Gulf war and the war with Iran, and the 
economic paralysis that has been brought 
on by United Nations sanctions, Benetton 
has made it to Baghdad. 

The man who brought it there is also an 
unexpected sight. Slight, short and shy, 
Ahmad Samha does not look like a dare- 
devil entrepreneur. In fact, it is hard to imag- 
ine how he manages to do any business at 
all.In just three years and in the teeth of fear- 
some bureaucracy, corruption and an in- 
stinctive suspicion of private enterprise, he has built up a chain 
of 32 stores in Syria, all of which are supplied from his own mod- 
ern factory. The UN embargo notwithstanding, Mr Samha has 
managed to expand into Iraq. By the end of the year he plans to 
open his first outlet in Algeria. Iran is next on the list. 

Syria is not obviously a land of opportunity. It is internation- 
ally isolated and economically troubled. Garment imports are 
banned; and few foreign companies are interested in its small, 
unstable market—even though, thanks to a recent opening to 
outside investment, foreign firms can set up joint ventures with 
Syrian partners. If they bother with Syria at all, they tend to sell 
franchises to local businessmen. Such is the deal that Benetton 
has done with Mr Samha, even though its international outlets 
normally sell only stuff made in its Italian factories. 

Syria's state-controlled banks do not lend to entrepreneurs. 
Private banks do not exist. So finding the money to start a busi- 
ness is a struggle. Private companies labour under murky and 
sometimes contradictory regulations designed to leave them 
vulnerable to governmental whim. Inevitably, almost every suc- 
cessful businessman in Syria is related, or at least closely con- 
nected, to a senior government figure. Local part- 
ners or franchise-holders of foreign firms are 
typically middlemen who oil cogs and grease 
palms so that the outsiders can get on with selling 
their goods. 

The difficulty of doing business in Syria is Mr 
Samha's challenge; but it is also his opportunity. 
Rogue states have rich people too, and rich people 
long for foreign fashions. Fraught trade relations 
and off-putting investment climates (to say the 
least) normally prevent them from getting hold of 
the fancy imported goods they covet; which only 
sharpens the desire. Moreover, preferential trade 
agreements between Syria and other Middle East- 
ern countries closed to western imports provide 
Mr Samha's company, Amal Samha, with a wide 
and sheltered market. 

Mr Samha did not start with the political con- 
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Bazaar chic 
Number of Benetton 
outlets in Syria 


Number of 
items sold. ‘000 





men. His father is not a minister, but a car- 
penter. And he is a clothes maker, not a fixer. 
By the age of 11, he had already settled on his 
future career when he took an after-school 
job at a tailor's. In 1977, aged 15, he dropped 
out of school to work full-time on the four 
sewing machines he had bought with his 
savings. (He still speaks only Arabic.) By the 
time Benetton came to Syria to scout for a 
franchisee in the mid-1990s, Mr Samha 
owned a factory exporting clothes to Europe. 
He knew the local shopkeepers, so was able 
to accelerate Benetton's expansion in Syria 
~ by signing sub-franchises for individual 
stores. With his own factory already run- 
ning, it proved relatively easy to set up the 
Benetton lines. Unlike his counterparts in 
Syria, who keep fingers in as many pies as 
possible to spread the risk and distract the 
taxman, Mr Samha puts all his energy and 
earnings into a single trade. 


Selling hope 

The result is a revolution in local retailing. Never before have 
Syrians or Iragis seen a chain of stores selling clothes of uniform 
quality at fixed prices. The bright, clean, spacious shops, which 
are all designed to Benetton's specifications, delight customers 
used to cluttered, dimly-lit bazaars. The posters from Benetton's 
international advertising campaigns, which concentrate on at- 
tractive foreign faces rather than the company's clothes, shine 
out on the streets of Aleppo and Baghdad. Few local firms spend 
anything like the 5% of turnover stipulated by Benetton on ad- 
vertising. Amal—the Arabic for hope—is introducing the concept 
ofa brand for the first time. 

But western marketing techniques carry risks. The Syrian au- 
thorities hate the idea of western consumerism conquering their 
semi-socialist society. They recently forced Damascus’s first KFC 
outlet, which boasted of its chicken from Kentucky, to change to 
something that smacked less of cultural imperialism. The new 
Kuwaiti Food Company (still krc)is also having trouble compet- 
ing with the city's countless roast-chicken stands, 
despite fancy advertising and clean counters. 

For the time being, Amal has kept a low 
enough profile to avoid unwanted attention 
from the authorities. Its prices are just high 
enough to seem exclusive without being prohibi- 
tive. But Mr Samha is stuck in a tight corner. As it 
is, he believes he has saturated the Syrian market. 
His two stores in Baghdad are patronised only by 
the tiny government elite that can still afford such 
frivolities. After Iran, he will even have run out of 
rogue states (Benetton's Egyptian franchisee has 
snapped up Libya). As long as the countries where 
Mr Samha sells his clothes remain politically un- 
predictable and economically stagnant, his po- 
tential customer base will never expand much. 
But if they reform, they will attract competitors. 
Mr Samha may have found a niche, but it will 
never be a comfortable one. 
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Annualised future cost savings estimated to increase to £270m 
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A world class i insurer eied through the merger of C ommercial Union and General Accident 
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Strong progress in life and savings business with new sales. 
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the operating profit before taxation to £280m 
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FINANCE AND ECONOMICS 


TOKYO 


Bruised, battered and broke 





- 


Japan's political paralysis has caused yet another wild week in the financial 


markets. More such weeks lie ahead 


FORTNIGHT ago, Japan's new prime 

minister was a source of hope: per- 
haps, after years of economic mismanage- 
ment, the government of Keizo Obuchi 
would come to grips with the problems 
that are destabilising economies around 
the globe. But those hopes have already 
been dashed. This week, the growing con- 
viction that Mr Obuchi's government may 
not last all that long sent tremors through 
stockmarkets and foreign-exchange mar- 
kets everywhere. 

The volatility may be worldwide, but its 
trigger lies in Japan. On August 11th the Eco- 
nomic Planning Agency belatedly ac- 
knowledged that the economy is in a seri- 
ous condition; after months of describing 
the economy as "stagnant", its latest report 
to the cabinet used the unaccustomed 
phrase "prolonged slump". On this new in- 
dication of weakness, the battered yen hit 
an eight-year low of Y147.64 to the Ameri- 
can dollar. A weak Japan and a weaker yen 
are the worst possible news for the de- 
pressed economies of South-East Asia. The 
biggest worry is that China will devalue its 
currency, the yuan, setting off another 
round of devaluations across the region. 
China's government insists that it will hold 
the yuan steady. But in black-market trad- 
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ing in Shanghai last week, it fell to 9.2 to the 
dollar, nearly 11% below its official ex- 
change rate of 8.3. 

An end to Japan's debilitating banking 
crisis is the essential first step in restoring a 
semblance of stability. Almost no progress 
has been made on that front. Last week, the 
Democratic Party of Japan (DPJ), by far the 
largest opposition block in the Diet (parlia- 
ment) served notice that it will not accept 
the government's plan for a “bridge bank" 
to deal with failed financial institutions. 
Kansei Nakano, one of ppy’s top financial 
experts, dismissed the government's pro- 
posals as a "childish trick". His colleague, 
Shoji Motooka, savaged the new finance 
minister, Kiichi Miyazawa, calling him *a 
class-A war criminal" for having allowed 
the economy to overheat while serving as 
finance minister in 1986-88 and then fail- 
ing to do anything about the consequences 
while he was prime minister during 1991- 
93. Mr Miyazawa apologised profusely and 
promised to try harder this time. 

The fear of political paralysis has 
spooked the markets. Without quick pas- 
sage of the government's six financial re- 
form bills, Japan's economic woes can only 
get worse. But since the ruling Liberal Dem- 
ocratic Party (LDP) lost its dominance of the 





upper house of the Diet in an electoral di- 
saster on July 12th, such passage requires 
opposition approval. With that in doubt, 
the Nikkei stock index tumbled every work- 
ing day from Mr Obuchi's arrival until Au- 
gust 13th. Optimists see his government 
lasting until October. Pessimists think it 
could survive into the new year. 

The prj is likely to do its best to block 
Mr Obuchi's initiatives and force a lower- 
house election. All the polls show that it 
would win a landslide victory if a general 
election were held today. Naoto Kan, the 
party's popular leader, would like nothing 
more than to see the jittery financial mar- 
kets lay waste to MrObuchi's ambitions. He 
could then delay the bridge-bank legisla- 
tion until a thoroughly beaten and demor- 
alised cabinet collapsed. 

As an old hand at Diet affairs, the 78- 
year-old Mr Miyazawa knows that it is time 
to compromise. But Mr Kan, along with the 
leaders of other opposition parties, has 
stubbornly refused to engage in backroom 
discussions with the government on finan- 
cial reforms. If it cannot topple the govern- 
ment, the opposition at least wants to get 
full credit for solving the country's bad- 
debt problem—by forcing the government 
to climb down and accept its own propos- 
als in the glare of the television lights. 

On the merits, the ppy is right: there is 
no question that its bridge-bank scheme is 
better than the governments. Mr 
Miyazawa's carefully devised "total plan" 
is meant to keep Japan's 19 big banks from 
outright collapse. Instead, failed institu- 
tions would be merged into others, in 
much the same way as the beleaguered 
Long-Term Credit Bank is being taken over 
by Sumitomo Trust. Public funds would 
then be injected into the merged entity so 
the bad debts could be written off. To make 
all that possible, the Lpp’s bridge-bank pro- 
posals were deliberately left vague. That 
way, officials would have room for fudges. 


Friends in need 


This is where the opposition has taken its 
stand. The prj insists that any failed insti- 
tution which gets a government rescue 
must sell its shares to the government for Y1 
apiece. The object is to prevent the LDP 
from shielding its friends from pain by al- 
lowing a failed bank's investors to keep 
their shares. That is what happened two 
years ago when the government used pub- 
lic funds to liquidate the failed jusen mort- 
gage companies. The pP] would also reduce 
the bridge bank's proposed five-year life to 
three years, to prevent further shenanigans. 

But the real sticking point is likely to lie 
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Trying times in Tokyo 


elsewhere. The prj, along with many for- 
eign investors, wants banks' solvency to be 
judged by stricter criteria. The audits of big 
banks currently being carried out by the 
new Financial Supervisory Agency and the 
Bank of Japan are re-examining all *Cate- 
gory Two" loans—those which could be- 
come problematic. The regulators have 
great discretion in requiring banks to ac- 
count for these loans. The opposition 
would split Category Two loans into five 
sub-categories with strict provisioning lev- 
els for each. The prj would also have the 
audits published bank by bank, rather than 
as a set of collective figures. Nor does the 


opposition share the govern- 
ment's eagerness to allow the re- 
ceivers of failed banks latitude to 
dispense new loans to borrowers. 

All of which is good news. It 
suggests that when a plan is finally 
approved, Japan's debilitated 
banking system may be cleaned 
up far more quickly and thor- 
oughly than Mr Obuchi's govern- 
ment planned. In the short term, 
that brush with reality will mean 
more unemployment and more 
pain, but the economy is likely to 
recover more rapidly as a result. 

Over the next few months, the 
political rumblings will continue 
to shake the financial markets. That may 
worry investors and governments around 
the world, but it does not appear to cause 
much concern to Mr Miyazawa. The fi- 
nance minister would not be averse to fur- 
ther weakening ofthe yen, at least so long as 
the Americans do not object loudly. Be- 
sides, he learned the hard way more than a 
decade ago that intervention in the foreign- 
exchange markets is generally a fruitless 
exercise. 

At present, the yen is being held up by 
the hope that the LpP will honour its prom- 
ise to loosen fiscal constraints and pull Ja- 
pan' economy out of the dumps with lavish 
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spending. But it is being pulled down by 
the difference in fundamentals between Ja- 
pan's depressed economy and America's 
more exuberant one. Until Japan can show 
real progress in clearing up its banking 
mess, and until a slowdown in the Ameri- 
can economy becomes apparent, the yen 
will weaken further. So long as that hap- 
pens, Asia's financial markets will con- 
tinue to be on edge. 





Wall Street 


Safe haven? 


NEW YORK 


S WALL STREET's bears and bulls battle 

it out, there has been much talk of in- 
vestors fleeing the stockmarket's choppy 
seas for the safe haven of bonds. Over the 
past year, the total returns on long-term 
bonds have exceeded those on the Dow 
Jones Industrial Average by a substantial 
margin. Since the main stockmarket indi- 
ces peaked late last month, falling share 
prices have gone hand in hand with rising 
bond prices. On August 11th, the yield on a 
benchmark 30-year Treasury bond fell to 
5.55%, the lowest recorded since the bonds 
were first issued in 1977. Even so, the shift 





The next Russian bail-out 


MOSCOW 


F THIS is stability, what would some- 

thing really nasty look like? Since the 
West's $22.5 billion bail-out of Russia in 
late July, almost everything has gone 
wrong. The stockmarket has plunged: 
trading was suspended on August 11th 
and 13th, after shares dropped by more 
than the permitted 10%. But the equity 
market, heavily influenced by downturns 
elsewhere, matters much less to Russia's 
economic future than the gruesome rise 
in interest rates for short-term debt. These 
soared past 150%. The government has 
now cancelled three planned debt 
auctions in a row. Tax collection 
has crept up a little, but nowhere 
near enough. The hole in public fi- 
nances, which was meant to be 
closing, gapes ever wider. 

The immediate casualty is 
likely to be the rouble. As money 
has flowed out of the country, the 
central bank's reserves are bleeding 
around $1 billion a week. Its credi- 
bility is draining away too. The 
bank seems secretive and inactive 
about problems in the banking sys- 
tem; it has, oddly, held the rate at 
which it lends to banks way below 


market interest rates, and on August 12th 
it issued a mysterious pronouncement 
about limiting currency trading with an 
unidentified group of troubled banks. 
This convulsed the already twitchy 
market. 

George Soros, an international finan- 
cier with a keen eye for troubled curren- 
cies, added to the pressure on the rouble 
on August 13 by arguing for a 15-25% de- 
valuation. Mr Soros said the Russians 
should then set up a currency board, fix- 
ing the rouble to some Western currency. 





Tough times in Moscow's market 


He urged a new supporting aid package. — 

Even the IMF now accepts that the | 
chillier global climate means that its cur- | 
rent loan programme is insufficient. But 
what should the next package contain? 
There are strong arguments against deval- 
uation. It would lessen the rouble debt 
burden—but also destroy investor confi- 
dence. “The government needs that T-bill 
market,” says one well-placed Moscow fi- 
nancier. But if nothing else will satisfy the 
market, devaluation looks inescapable. 

The most immediate priority, how- 
ever, is a purely political one: to preserve 
the hype surrounding President Bill Clin- 
ton’s visit at the start of September, billed 
as a celebration of Russia's new reformist 
impetus. The top international of- 
ficial of the Treasury Department, 
David Lipton, arrived in Moscow 
on August 11th “to ensure that the 
show stays on the road for the next 
three weeks at least”, says a source. 

By burning up a lot of other 
people’s money, that is probably 
feasible. Mr Lipton’s other, more 
difficult, task is to start work on a 
new bail-out. That will be ac- 
companied by renewed scoldings, 
penitent promises of better behav- 
iour, and dark threats of instability 
if the money does not come. Seen 
the movie already? Too bad. 
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This Australian 
banker needs an 
unconventional solution. 


When Australia's Colonial Group acquired Colonial State Bank, keeping up with 
the competition was not what they had in mind. They wanted to leapfrog years ahead 
of their nearest rivals, so they appointed ALLTEL to manage their banking 
information systems, integrate their financial software, and make major improvements 
to their voice and data networks. After twelve months' search for the right partner, only 
ALLTEL offered the proven expertise they were looking for, and shared their commitment 
to doing the unconventional with conventional tools and finding better solutions. 
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ALWAYS MORE THAN YOU THOUGHT 





1-888-2-ALLTEL www.alltel.com 
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The sun on your back. The breeze in your face. The world at your speed. Beautiful bodies. Colourful styles. Postcard ski 


There's nothing like a day at the wheel of a Mercedes-Benz convertible. Every turn a tale of engineering qual! 


* BANGLADESH Iram Motor Co Ltd. Tel: (2) 402 464 * BRUNEI Jati Transport Sdn Bhd. Tel: (2) 441 763 * CAMBODIA Hung Hiep Co Ltd. Tel:(23) 213 
* HONG KONG Zung Fu Co Ltd. Tel:2895 7286 * INDIA Mercedes-Benz India Pte Ltd, Tel:(212) 777 237 * INDONESIA PT German Motor Manufacturing. Tel:(21) 841 § 
* JAPAN Mercedes-Benz Japan Co Ltd. Tel:(3) 5572 7242 * KOREA Han Sung Motor Co Ltd. Tel:(2) 532 3421 * MALAYSIA Cycle & Carriage Bintang Bhd Tel:(3) 757 3 


http://www.mercedes-benz.com 





'ach. 


ery road leading to sheer pleasure. A union of performance and safety where the slightest 
Mercedes-Benz 


'ssure on a pedal is met by instant precision and total inner calm. SL, SLK or CLK. Life's okay. The Future of the Automobile 


EPAL Deepak Gautam & Co. Tel:(1) 227 000 * PAKISTAN Shahnawaz Ltd. Tel:(21) 200 14650 * PHILIPPINES Commercial Motors Corporation, 
(2) 641 2282/92 * SINGAPORE Cycle & Carriage Industries (1986) Pte Ltd. Tel:298 1818 * SRI LANKA Diesel & Motor Engineering Co Ltd. Tel:(1) 449 797 
\IWAN Capital Motors Inc. Tel:(2) 2782 6123 * THAILAND Thonburi Phanich Co Ltd. Tel:(2) 622 3000 * VIETNAM Mercedes-Benz Vietnam Ltd. Tel:(8) 895 8306 


BATEY ADS 





No matter how volatile the markets may be, our commitment to the region and our 


customers is unwavering. As the Treasury and Capital Markets arm of one of the world's HSBC Markets Dp 
largest financial services organisations, we ensure you're always dealing with confidence. Member HSBC Group 


www.hsbcmarkets.com 








Another market bubble 


from shares to bonds has been noteworthy 
mostly for its modesty. 

Over the years, the relationship be- 
tween share prices and bond prices has 
gone in phases. For much of the time since 
the late 1980s, bonds and shares have risen 
and fallen in tandem. Lower bond yields 
were seen as positive for shares, as lower in- 
terest rates meant higher corporate earn- 
ings, and lower expected returns on bonds 
increased the relative attractions of the re- 
turns on equities. Since last October, how- 
ever, bond and share prices have more of- 
ten moved in opposite directions. Traders 
began to view rising share prices as poten- 
tially inflationary, and thus bad for bonds, 
because they increase personal wealth and 
fuel higher consumption; likewise, falling 
share prices are deemed deflationary, and 
thus good for bonds. 

But as share prices have fallen from 
their July highs, bonds have risen only 
weakly. The Dow tumbled by around 10% 
between July 17th and August 11th. Over the 
same period, the yield on the 30-year bond 
declined only from 5.74% to 5.55%. Accord- 
ing to Martin Fridson, of Merrill Lynch, the 
real action has involved not a shift from 
shares into bonds but a move from high- 
yield corporate bonds (known to the public 
as "junk bonds") to less rewarding but less 
risky government bonds. The outflow from 
high-yield bonds during the week of August 
3rd was the highest since the brief stock- 
market plunge of last October, says Mr 
Fridson. 

Two sorts of investors that were widely 
expected to pile into bonds have been nota- 
bly reluctant to do so. James Bianco, an an- 
alyst with Arbor Research and Trading, says 
that Asian investors have been unloading 
American bonds. In the year to May, for ex- 
ample, the Japanese sold more bonds than 
they bought. It was the first 12-month pe- 
riod since mid-1992 in which they have 
been net sellers. Nor have America's indi- 
vidual investors charged out of equities. 
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Charles Biderman, of Mutual Fund Trim 
Tabs, a research firm, says about $3 billion 
flowed into bond mutual funds between 
July 29th and August 5th, compared with $1 
billion in an average week. But at the same 
time, more cash has been invested in Amer- 
ican equity mutual funds in the past few 
weeks than has been taken out. 

One reason for this lack of enthusiasm 
may be that, on fundamentals, bonds are 
no bargain. Yields are well below the aver- 
age for the past 15 years, and around the av- 
erage for the past 40 years. According to 
Robert DiClemente, an analyst at Salomon 
Smith Barney, it would take a sustained fall 
in inflation expectations for a further de- 
cline in yields to make much sense. In addi- 
tion, with rates on overnight paper almost 
as high as those on 30-year bonds, individ- 
ual investors are happy to regard money- 
market funds as an alternative to equities. 
In the three weeks to August 11th, the 
amount held in money-market accounts 
surged by around $30 billion. When these 
investors decide which way to jump, that 
pile of cash will give a nice fillip to the price 
of assets. But which assets? 





The Canadian dollar 


Weak hand 


TORONTO 


ELDOM are public figures berated for 

being forthright. But Gordon Thiessen, 
governor of the Bank of Canada, is taking a 
beating along with the Canadian dollar. 
Since becoming head of Canada’s central 
bank in 1994, Mr Thiessen has striven to 
bring greater transparency to the central 
bank's policies and intentions. He has suc- 
ceeded too well. His six-monthly monetary- 
policy reports, frequent press releases, and 
frank pronouncements about his deter- 
mination to let interest rates 
remain low have left Mr 
Thiessen playing poker with a 
hand that everyone can see. 

Currency traders, confi- 
dent that interest rates would 
not rise while inflation hovers 
at only 1%, bet against the Ca- 
nadian dollar and drove it to 
a series of record lows in July. 
The loonie (as it is known) has 
dropped against the muscle- 
bound American dollar by 
nearly 9% in the past year, 
slipping by 2.5% in the past 
month alone. The currency 
rout stopped only when the 
Bank of Canada staged a sur- 
prise retaliation on August 
6th, spending an estimated 
us$soom-2 billion to buy 
loonies in the foreign-ex- 
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change markets. There have been several 
smaller interventions since. This is a star- 
tling departure from the governor's previ- 
ous policy of benign neglect, and signals 
that the central bank wants to keep the Ca- 
nadian dollar somewhere above 65.5 Amer- 
ican cents. 

Mr Thiessen has learned the hard way 
to bring some uncertainty back into his 
game, but foreign-exchange intervention 
will not have lasting effects without other 
supporting measures. Investors are dump- 
ing the currency because the Canadian 
economy is widely perceived as commod- 
ity-based and export-oriented at a time 
when commodity prices are depressed and 
export markets are sluggish. Asia is buying 
fewer Canadian forestry and mineral ex- 
ports, which has exacerbated a 20-year 
downward trend in world commodity 
prices that roughly corresponds to the 
loonie's own 20-year depreciation. 

Canada has fared better than Australia 
and New Zealand, whose economies are 
also based heavily on commodity exports. 
Australia's dollar lost 20% in the past year 
relative to the American dollar, and the 
New Zealand dollar has fallen by 21%. Can- 
ada's currency has escaped such humilia- 
tion because its biggest trad- 
ing partner is the United 
States, not Asia, and because 
its current-account deficit is 
roughly 2% of Gpp, about one- 
third that of Australia and 
New Zealand. 

Nonetheless, some econo- 
mists are calling for the Bank 
of Canada to raise interest 
rates sharply to defend the 
dollar. If short-term rates were 
to go from 5% to about 62%, 
they reckon, the dollar would 
quickly stabilise at around 67 
American cents, at which 
point rates could be allowed 
to decline. Higher interest 
rates, however, could hurt a 
relatively fragile economy. 
Most Canadian economists 
side with the central bank's 
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approach, which is to keep interest rates 
low at a time when the economy is slowing, 
even at the expense of the dollar. All agree 
that in future their central banker should 
play his cards a little closer to his chest. 





Share buybacks in Europe 


All cashed up 


ASF, a German chemicals giant, is flush 
with cash—DM 3.6 billion ($2 billion) 
at the end of 1997. Which is a bit of a prob- 
lem. In the mature chemicals industry, lu- 
crative investment opportunities are 
scarce, so much of the money is con- 
demned to sit around earning modest in- 
terest. If BASF were American, it could solve 
its problem by buying back its own shares. 
Its shareholders have already voted to let it 
do so. But BASF is German, and its buyback 
is on hold until Germany's state govern- 
ments agree on how to tax such deals. Inves- 
tors are worse off for the delay. 

The story is similar across most of conti- 
nental Europe. Austria and Norway pro- 
hibit share buybacks altogether. Denmark, 
the Netherlands, Sweden and Switzerland 
discourage them with punitive taxation. In 
Germany and France, attempts to liberalise 
the rules on buybacks are bogged down in 
political wrangling.Caroline Méroz, an an- 
alyst at Salomon Smith Barney, an Ameri- 
can brokerage, reckons that 140 companies 
in Europe stand ready to repurchase their 
own shares for as much as $12 billion in to- 
tal. In many cases, though, their home- 
country governments stand in the way. 

These companies' cash mountains are 
growing for several reasons. With marginal 
tax rates on dividend income exceeding 
50% in many countries, investors are not 
eager for bigger dividend payouts. Europe 
has plenty of capacity in many industries, 
so capital expenditures have fallen to be- 








Switzerland off the hook 


OR all the talk about truth and justice, 

it was cold commercial logic that tri- 
umphed in the end. Jewish groups and 
lawyers for Holocaust survivors had 
been clamouring for three years for the 
return of wealth that flowed through 
neutral Switzerland during the second 
world war. Some had been stolen by the 
Nazis, the rest left by the Nazis' victims 
for safe keeping. Switzerland's banking 
industry had strongly resisted such 
claims. But on August 12th, two months 
after American state and local govern- 
ments threatened sanctions against 


| Switzerland's two biggest banks, Credit 


Suisse and uss, the banks agreed to pay 
$1.25 billion—about $120m in 1945 dol- 
lars—to settle all claims. 

The financial cost is modest; the 
blow to Swiss pride is huge. After insist- 
ing that they would not yield to sanc- 
tions, Credit Suisse and uss doubled 
their last offer, made in June. They have 
accepted that their liability goes far be- 
yond what accountants will be able to 
trace in the banks’ books. Since the deal 
also protects other Swiss banks and the 
government from further lawsuits, they 
will be asked to finance the settlement— 





and to admit that the country as a whole 
profited from stolen assets. The central | 
bank, which had earlier refused toaccept | 
liability, may now change its mind. 

This is not the last of Holocaust 
claims, Lawyers are still pursuing cases 
against German banks and European in- 
surers, including Swiss ones, and may 
soon move on to banks in other neutral 
countries, such as Sweden. After this 
week’s settlement, the survivors’ next vic- 
tory should come faster. 








Sweet victory 





low 20% of GDpP, a 40-year low. On top of 
that, many companies have restructured by 
spinning off unwanted businesses, raising 
yet more cash. 

Besides chemical companies, such as 
BASF, banks and insurers also find 
buybacks attractive, because strong stock 
and bond markets have boosted the value 
of their assets and left them with far more 
capital than regulators require. In Britain, 
Royal & Sun Alliance, the Halifax, Barclays 
Bank and NatWest have lately undertaken 
buybacks. Two big Swiss insurers, 
Swiss Re and Báloise, have done the 
same, as have several Spanish banks. 
But financial firms in France, Ger- 
many and Norway have had to delay 
buyback schemes while their govern- 
ments debate their merits. 

In principle, there should be no 
obstacles. Since 1974 the European 
Union has allowed firms in member 
states to buy back up to 10% of their 
shares. But EU rules impose no uni- 
formity on whether buybacks should 
be taxed as dividend payouts or capi- 
tal gains. It is on this point that Ger- 
man reforms are stuck, despite the 
Bundestag’s authorisation of buy- 
backs last March. German investors 
who have owned shares for more 
than six months need not pay any 
capital-gains tax if the company re- 


purchases them, so state finance ministers 
fear that buybacks will offer investors a way 
to dodge taxes. This dispute over taxation 
has led to the postponement of buyback 
schemes such as BASF's. 

One reason buybacks are so popular in 
America is that, for investors in the highest 
tax bracket, capital gains are taxed at more 
favourable rates than dividends. But the 
case for buybacks rests on a lot more than 
tax breaks—witness Britain, which has seen 
à buyback boom even though it taxes capi- 
tal gains and dividends at the same rate. 
For capital markets to be efficient in 
putting money to best use, companies need 
flexibility in returning capital as well as in 
raising it. European governments enthusi- 
astically promote the recycling of almost 
everything else, but the importance of recy- 
cling capital has yet to sink in. 





Nordic economies 


Surplus problems 


RE economies rarely swing as wildly 
as Sweden's and Finland's have. At the 
start of the decade, as their economies suf- 
fered the deepest recessions of any in Eu- 
rope, ballooning budget deficits forced cuts 
in their cherished welfare systems. As the 
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Here's to economic health 


decade draws to a close, the two Nordic 
states face a very different issue. With their 
economies healthier and their government 
budgets moving into the black, they must 
decide how to spend the surpluses. 

An enviable problem to have. Sweden's 
GDP grew 4.1% in the year to June 30th, Fin- 
land 6.4% in the year to March 31st. Strong 
growth and fiscal restraint are expected to 
bring Sweden a budget surplus of 0.8% of 
GDP this year and Finland a surplus of 
0.6%. The Finnish government's budget 
plans for 1999, unveiled on August 13th, 
foresee a surplus of 2% of Gpr for the next 
three years. When the public accounts look 


. Confusionism 


| HILE most Asian compa- 
nies were battling for 
X their lives last winter, Taiwan — 
| Semiconductor Manufactur- 
ing Corp (TSMC), a giant 
| chipmaker whose fortunes are 
| anindicatorofthe health of the 7 
. island's high-tech industry, was — ^ 
|, announcing record sales. From Octo- 
ber to January the company's revenues, 
which are reported monthly, grew at an 
annual rate of 76%. Yet at the same time 
the stockmarket was hammering its 
shares, which lost more than a third of 
their value over the same period. Why? 
Blame currency devaluation, which is 
making a nonsense of corporate results 
| all over Asia. Over the October-to-January 
period, Taiwan’s currency lost 13% of its 
value against the American dollar. In us- 
dollar terms, TSMC’s business was actu- 
ally flat (see chart). Virtually all of the for- 
eign-exchange gains that contributed to 
TSMC's revenue growth will, sooner or 
later, lead to higher costs as well, because 
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so healthy, politicians inevitably find it 
hard to resist the temptation to spend 
more—all the more so because Sweden goes 
to the polls next month and Finland next 
March. 

Polls suggest voters want more spend- 
ing on welfare. This may seem surprising 
when government expenditures last year 
accounted for 54% of GpP in Finland and 
62% in Sweden. But most taxpayers are also 
welfare recipients, and are happy to cough 
up for good child-care centres and lavish 
pensions. The pressure for tax cuts is there- 
fore much weaker than in America or Brit- 
ain. Nonetheless, Sweden's prime minister, 


in the semiconductor business 
sales, raw materials and capital 
equipment are all priced in 
dollars. Publishing accounts 
in American dollars as well as 
, Æ? New Taiwan dollars would 
re give a clearer picture. 

Other companies’ numbers, 
too, are easier to understand through 
a dollar lens. On August 3rd HSBC, a Lon- 
don-based banking group with large in- 
terests in Hong Kong, switched its report- 
ing from sterling to American dollars on 
the ground that the majority of its reve- 
nues are in the greenback or currencies 
linked to it, such as the Hong Kong dollar. 
Some Asian conglomerates, such as South 
Koreas Hyundai and Samsung, have 
been reporting in dollars as well as local 
currency for years. Many Latin American 
companies also state results in dollars as 
well as the local currency, in part because 
high domestic inflation rates in the 1980s 
made it difficult to compare local-cur- 
rency results from one year to the next. 
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Goran Persson, no longer rules them out. 
And Finland's main political parties agree 
that income-tax rates ought to be reduced 
Neither of these tempting options is de- 
sirable now. A fiscal boost, whether due to 
higher spending or lower taxes, could cause 
fizzy economies to overheat. Besides, both 
countries’ public finances are less sound 
than they seem. Government debt hos 
soared since the start ofthe decade. creating 
a potential source of trouble when the next 
recession hits tax revenues (see chart). Gov- 
ernment budgets in Sweden and Finland 
are particularly sensitive to the economic 
cycle. The OECD estimates that when the 
GDP growth rate slows by 1%, Sweden's bud 
get balance deteriorates by 0.7% of Gb» and 
Finland's by 0.6%. This means that even a 
slight economic slowdown could put both 
governments back into the red. Moreover, | 
government spending is set to rise sharply 1 
early next century as growing numbers of | 
workers retire and begin to claim their gen 
erous state pensions. 
Harsh as it seems after years of belt- 
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Where to draw the line? It depends on 
the business. But companies that do most 
of their buying and selling in dollars can 
justifiably be asked to produce accounts 
in dollars as well as in their local cur- 
rency. Otherwise, in periods of currency 
turmoil, it is hard for investors to distin- 
guish exchange-rate fluctuations from 
real business trends. Over long periods, 
the effects of devaluation on dollar-based | 
businesses will be seen for what they are: 
a blip. But without some less volatile mea- | 
sure by which to judge results, the small 
investor who has to guess their effect mid- 
blip will have difficulty making sense of 
the numbers. | E 
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tightening, the best thing to do with the 
budget surpluses may be to bank them, by 
paying down government debts. Indeed, 
further spending cuts now, while the going 
is good, would reduce the debt even more, 
while also cooling the economies a bit. 





East European banks 





Running big surpluses, as the Finns now 
say they will do, would also give room to 
edge taxes down to moderate the next reces- 
sion. Whether voters are willing to look 
quite so far ahead will not be clear until 
election day. 

—— 


Bracing for a buying binge 


BUCHAREST 


Eastern Europe’s state-owned financial institutions are on the auction block 


DECADE ago, the communist states of 
Eastern Europe had no true commer- 
cial banks. Capitalism required the cre- 
ation of domestic banking industries—and 
already capitalism is making those banks 
obsolete. The governments of Bulgaria, the 
Czech Republic, Hungary, Poland, Roma- 
nia and Slovenia all have banks on the 
block, or soon will. Most, if not all, will be 
bought by foreigners. A year from now, a 
domestically owned East European bank 
may well be a rarity. 

Poland looks set for a huge sale. This au- 
tumn the government plans to offer a 55% 
stake in Pekao, the country’s second-biggest 
bank, to a single investor. Pekao would be a 
catch, because it controls a fifth of the retail 
market. Some 15% of the bank's shares al- 
ready trade on the Warsaw bourse at a price 
which values the entire institution at about 
$2 billion and implies a price tag of more 
than $1 billion for the 55% stake up for 
grabs. Germany's mighty Deutsche Bank 
and America's Citibank are among those 
rumoured to be interested. 

Around the same time, Romania may 
be ready to float part of Banca Agricola, a 
farm-oriented bank, on the Bucharest 
bourse. The government also plans to ped- 
dle majority stakes in Banc Post and the Ro- 





Not yet a bargain 
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manian Bank for Development (BRD) to 
strategic investors by the year’s end. Banc 
Post is being eyed by 1NG of the Nether- 
lands, which already owns a Polish bank. 
The BRD has attracted the interest of an- 
other big Dutch bank, ABN Amro, which al- 
ready owns a Hungarian bank and has am- 
bitions to set up a retail-banking network 
across Europe. 

The Czech government, which has al- 
ready sold two big banks to foreigners this 
year, has hired investment 
bankers to advise on the sale of 
big stakes in troubled Komercni 
Banka, Eastern Europe's biggest 
bank, and two other institu- 
tions. The Czechs' recent elec- 
tion of a left-leaning Social 
Democrat government, how- 
ever, may slow things down. 

The sell-off has no single 
cause. The European Union is 
demanding that East European 
countries open their financial 
markets in 1999 if they want to be seriously 
considered for membership, which is why 
Slovenia will try to privatise two banks. The 
IMF and the World Bank are making loans 
to Bulgaria and Romania dependent on 
banking reform, which is why the Bulgars 
sold a 78% stake in Post Bank 
to a Greek-American consor- 
tium for $38m earlier this 
month. Three more Bulgarian 
banks will be offered for sale 
within a year. 

Economics is also a driv- 
ing force. “Banks have been 
perpetuating a pattern of re- 
source allocation that goes 
against the key role they 
should be playing in restruc- 
turing,” said the OECD in a re- 
cent report on Romania. The 
same could be said of much of 
Eastern Europe. Banking re- 
mains, with few (mainly for- 
eign-owned) exceptions, a 
woefully undercapitalised 
and badly managed affair. 
Service tends to be shoddy. 
Short on commercial skill and 
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often subject to government meddling, 
many banks have collapsed and others 
have dangerously accumulated non-per- 
forming loans. 

The Baltic states, Hungary and Poland 
went through costly banking crises in the 
early 1990s. In the Czech Republic, 13 banks 
had failed by 1996: these failures, and sub- 
sequent schemes to prop up weak banks, 
have to date cost the Czech taxpayer at least 
40 billion koruna ($1.25 billion). Bulgaria's 
banking system all but collapsed last year 
as a result of fraudulent lending. Slovakia's 
third-biggest bank, Investicna a Rozvojova 
Banka, was bailed out to the tune of some 
12 billion Slovak koruna ($348m) by the 
central bank last December. None of Slova- 
kia's three biggest banks meets interna- 
tional capital requirements. Nearly a third 
of all Czech, Slovak and Romanian bank 
loans are classified by regulators as possi- 
ble or probable losses. 

The region's latest casualty is 
Postabank, Hungary's third-largest bank. 
After nervous depositors withdrew some 
67 billion forint ($318m) in March, the state 
came to the rescue, taking a 75% stake, in- 


Bargains? 
Biggest banks earmarked for sale in: 
Bank When 


Total assets 
$bn 


Bulbank Within a year —— 138. 

Komercni Banka By2000? 1317 — 
Postbank In 12-18 months? 1.82 - 
Pekao Autumn 1998 1416 — 


Romanian Bank 
for Development By end 1998 1.00 


Sources: Banks; Nomura; ING Barings; ABN Amro 


jecting fresh capital and firing managers. 
Postabank will almost certainly end up for 
sale within a year or so. 

So is it bonanza time for international 
banks seeking East European bargains? Up 
to a point. But empire-building in Eastern 
Europe is not necessarily cheap or easy. 
Branch, telecoms and technology costs are 
more or less the same as they are in the 
West. A lot of local banks need huge capital 
injections to balance their books. Expen- 
sive spade work will be required to develop 
areas such as mortgage lending in Poland, 
Romania and Bulgaria, where there is cur- 
rently no business at all. And as compe- 
tition increases, interest-rate spreads will 
fall, putting pressure on profit margins. 

Andrei Ilyin, a banking analyst at No- 
mura Research in London, points out that 
even with rapid economic growth, incomes 
in Eastern Europe will remain far below 
those in Western Europe for decades to 
come. “Banks that expand aggressively may 
find difficulties,” he says. Compared with 
the problems Eastern Europe’s banks have 
already experienced, however, those diffi- 
culties are likely to seem almost minor. 
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IDST the dianan: of scandal, 
America’s politicians are discussing 
ie that traditionally few dared to 
ch: a reform Social Security, the coun- 
V's system of government-funded pen- 
ons. The idea that Social Security reform 
should include an element of “privatisa- 
ining momentum. Although a 
schemes are on offer, there is a 
political consensus that, as part 
form, a portion of Social Security 
ents should be diverted into pri- 
aged individual accounts. 
That may be a very good thing. In 
- principle, a pension system that at least 
| partially forces people to save for their re- 
| tirement nest eggs in advance is economi- 
cally superior to the current “pay-as-you- 
| go” system, in which today's 
| income earners pay for to- 
i day's pensioners. But al 
| though partial privatisation 
|. has merit, the enthusiasm for 
| it is distorting the debate 
i. about Social Security reform. 
| This distortion is due to a 
| misunderstanding about 
| what privatisation can ac- 
| complish-and an even 
| greater misunderstanding 
| 
| 
| 
| 
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| about the problems facing 
| the current system. 
First, “privatisation” is 
> not the same thing as “pre- 
|. funding”. Building up retire- 
{> ment funds in advance brings a variety of 
i. economic benefits. It increases the saving 
rate, making money available for invest- 
i ment in more productive capital stock. It 
i. can avert the incentive-killing tax rates 
needed to fund a pay-as-you-go system 
: when the number of pensioners is high 
- relative to the number of active workers. 
. Whether the assets in pre-funded schemes 
are managed privately or are held by the 
government is a separate issue. 
- Second, while privatisation may gen- 
-erate greater returns for some individuals 
:. than Social Security, it cannot solve the 
funding problems that already exist. In 
America, as in most rich countries, longer 
life expectancies and lower birth rates 
_ will leave relatively fewer active workers 
to support the growing number of pen- 
sioners. In 1950 there were 16 workers for 
| every Social Security recipient. By 2030 
| there will be fewer than two. Fulfilling the 
| commitments made to today's workers 
| will therefore require higher taxes from 
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4 ‘more American p politicians see private re retirement accounts as a way to 
? Social Security ^ s woes. That is an unrealistic hope 
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tomorrow's. The only alternative is to re- 
nege on those commitments, by raising 
the retirement age or cutting back on 
benefits. One or more of these unattrac- 
tive options must be chosen whatever de- 
cision is made about privatisation. 

Few of the privatisation schemes un- 
der discussion would increase the total 
amount American workers and employ- 
ers are required to contribute to pensions 
(although some would cut benefits). All 
would reduce the contribution to the ex- 
isting system, now 12.4% of the first 
$68,400 of wages, to about 10.4%, with the 
two-point reduction being channelled 
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into “private” accounts. This would actu- 
ally worsen the funding situation of the 
public system, because taxes diverted to 
private accounts cannot be used to meet 
the government's obligations. Far from 
being an alternative to tax hikes or benefit 
cuts, theshift toa partially pre-funded sys- 
tem entails substantial transitional costs. 

Even without such costs, the funding 
issue is not trivial. Social Security's actu- 
aries assert that a two-percentage-point 
increase in payroll taxes would render the 
system solvent for another 75 years. Some 
economists suggest a rise of six or seven 
percentage points is more realistic, while 
others claim that the supposed "crisis" in 
funding is wildly overblown. The projec- 
tions depend on numerous demographic 
and economic assumptions, and are in- 
herently uncertain. If people live longer 
than the actuaries expect the shortfall 
could be worse. If productivity rises faster 
than anticipated the problem would be 
smaller 


% increase in net tax 


What is certain, however, is that Amer- 
ica, a yn with other rich coi tries, does 
have | arge unfunded li e wa 
of measuring them is a te 
as inter-generationa 
neered by Laurence 
mist at Boston Uni 
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day, 


as Japanese born today. 


imbalances in most rich countries re- 


main. The projections are also sensitive to - 


definitions of government spending. 
Treating education spending as a transfer 


to children, for instance, changes the fig- 
ures substantially. Moreover, these pro- — 
jections assume governments will not | 
change their policies. If tax burdens are | 
set to increase hugely, this is implausible. | 

Yet for all its shortcomings, inter-gen- | 


erational accounting makes a stark point. 
Governments in rich countries, including 
America, face huge future funding prob- 
lems, largely because of their pension sys- 
tems. Somehow this funding issue must 
be solved—either through higher taxes or 
lower benefits. That is something privati- 
sation cannot undo. 
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* "An International Comparison of Generational Ac- 
counts". NBER Working Paper 6447. March 1998 
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born today (see chart), Drastic aA 
as this sounds, it is modestin |. 
comparison with other coun- - 
tries. Future Germans, for in- 
stance, may have to pay 90%- 
more net taxes over their life- 
times than Germans born to- 
while future: Japanese. ` 
may have to pay over two- |” 
and-a-half times as much tax- 


These alarming numbers -< 
must be analysed with care. - 
They, too, are sensitive to as- 
sumptions about demographics, pro- - 
ductivity and interest rates, though under — 
all plausible scenarios the generational 
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A heated controversy 


Whatever the future effects of carbon-dioxide emissions on the climate, an 
argument rages over how much the globe has warmed in past decades 


pons such as the bosses of oil and coal 
firms like to dismiss fears of global 
warming as just so much nonsense. In re- 
cent years, these types have made great play 
of data from satellites which show that, 
rather than warming, the world is in fact 
cooling slightly. By contrast, the result that 
environmentalists recite most fondly is 
that measurements taken at the earth's sur- 
face show that temperatures have risen by 
0.3-0.6'C since the late-19th century—a big 
rise compared with previous long-run 
changes in the climate. 

But even researchers, many of whom 
are worried about climate change even if 
they disagree about how to react to it, have 
been confused by the satellite data, and in 
particular by satellite measurements of the 
temperature of the lower troposphere. The 
troposphere is the part of the atmosphere 
that starts at the earth's surface and ends 
some 10-15 kilometres (6-10 miles) above it. 
Climatologists had long assumed that the 
rest of the troposphere's temperatures fol- 
lowed pretty much the same pattern as 
those at the surface. Yet between 1979 (the 
date at which the satellite data begin) and 
last year, the bottom few kilometres of the 
troposphere do indeed appear to have 
cooled by a fraction of a degree. 

Now, the debate has taken several new 
twists. In an article in this week's Nature, 
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Frank Wentz and Matthias Schabel, two 
physicists at Remote Sensing Systems, a re- 
search firm based in California, argue that 
the satellite data contain an error—and that 
once the error is corrected, the troposphere 
turns out to be getting hotter. Yet John Chri- 
sty, of the University of Alabama in Hunts- 
ville, who is one ofthe researchers responsi- 
ble for calculating the satellite figures, 
vigorously defends his data against attack. 

Dr Christy has also just released the 
most recent satellite figures. To add to the 
confusion, these show that the period from 
February to July this year was the hottest six 
months in 20 years. Environmental groups 
such as Friends of the Earth seized upon 
these results, calling for “crisis action" on 
climate change. Al Gore, America's vice- 
president, also joined in, arguing that “you 
don't have to be a scientist to know it's been 
dangerously hot this summer" Yet Dr 
Christy is a scientist, and he argues that the 
recent burst of heat is not an indication of 
global warming. Instead, he says, it is due to 
El Nino, the exceptionally warm Pacific 
current which has been disrupting the 
world's weather. 

Normally the details of such a statistical 
dispute would best be confined to aca- 
demic journals. But they are crucially im- 
portant to the future of both the $1-trillion- 
a-year fossil-fuel industry and, possibly, to 


the world's climate. They also illustrate 
how complexity and uncertainty bedevil 
the study of climate change. 

Satellite-based temperature measure- 
ments are derived from instruments called 
microwave sounding units (Msus). These 
gauge the microwave radiation given out 
by oxygen molecules in the atmosphere, 
from which the airs temperature can be 
calculated. But the Msus pick up radiation 
from a range of altitudes, not just from the 
lower troposphere, so the way they are used 
to isolate the temperature of that part of the 
atmosphere is necessarily complex. 


Change and decay 


To make the measurement, an MSU is first 
pointed straight downwards, and then at 
an angle to the vertical (see diagram). When 
it is directed away from the vertical, it be- 
comes more sensitive to microwaves from 
higher altitudes. This is because radiation 
from lower altitudes has had to travel fur- 
ther to reach it. In simplified terms, the re- 
searchers subtract readings taken off-the- 
vertical from readings taken on-the- 
vertical. What remains is an estimate of 
radiation from the lower troposphere. 
Over time, however, satellites gradually 
lose altitude because of the drag exerted on 
them by the atmosphere (a phenomenon 
known as orbital decay). The flaw in the 
data that the authors of the Nature article 
have pinpointed depends on this decay. As 
a satellite falls, the angle of the Msu to the 
earth's surface changes (see diagram again). 
This alters the calculation needed to derive 
the lower-troposphere temperature. Mr 
Wentz and Dr Schabel found that this had 
not been properly accounted for in the 
original satellite results. Once it has, they ar- 
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Robots in the cockpit 


N AUGUST 16th, weather permit- 

ting, three aeroplanes will take off 
from St John's in Newfoundland and 
head east. Not, on the face of it, press-stop- 
ping news. But if the aircraft in question, 
known as Trumper, Piper and Laima, 
make it to Benbecula in the Outer Hebri- 
des, as their owners hope, they will be the 
first pilotless planes to have crossed the 
Atlantic Ocean and landed safely. 

The robot aircraft, known as aero- 
sondes, are the brainchildren of an engi- 
neer called Tad McGeer and are being de- 
veloped in a collaboration between the 
Insitu Group, a firm based in White 
Salmon, Washington State, and the Aus- 
tralian Bureau of Meteorology. They are 
intended to help fill the large gaps in 
meteorological knowledge that exist over 
the world's oceans, and which blight the 
work of weathermen. 

At present, though satellites can pro- 
vide a broad-brush picture of what is go- 
ing on, collecting detailed information 


gue, the temperature trend between 1979 
and 1995 shows a warming of 0.07°C per 
decade (previously it showed a cooling of 
0.05'C per decade). 

Dr Christy admits that orbital decay has 
an important effect on the data. But he says 
that, since February, he has been taking ac- 
count of it. With that correction incorpo- 
rated, the trend between 1979 and 1997 (a 
slightly longer run than that studied by Mr 
Wentz and Dr Schabel) shows a smaller rate 
of cooling, but a cooling nonetheless, of 
0.01'C per decade. 

Why do Dr Christy's figures still conflict 
with those in the Nature paper? The answer 
seems to be that the satellite data corrected 
by Mr Wentz and Dr Schabel already con- 
tained an unintended element of correc- 
tion for orbital decay. To ensure accuracy, 
Dr Christy and his colleagues have been 
checking the measurements of one satellite 
against another, and altering the data ac- 
cordingly before publication. Some sources 
of potential error have been known for a 
long time (for example, because of slight 
changes in their orbits, satellites do not al- 
ways take temperature measurements at 
precisely the same time of day). But cali- 
brating one satellite against another allows 
all sort of errors to be compensated for, 
whether they are known or not. 

The controversy is unlikely to end there. 
The sums required to correct the lower-tro- 
posphere temperatures are so byzantine 
that more holes may yet be found. Mr 
Wentz and Dr Schabel say they are waiting 
for Dr Christy's new figures to be indepen- 
dently reviewed for publication. 
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about the atmosphere above the sea is 
hard. One way to do it would be to use 
weather balloons. However, balloons are 
at the mercy of the weather they are in- 
tended to monitor: they can travel only 
with the wind, rather than where meteo- 
rologists would like them to go. A power- 




























Dr Christy's argument that the surge in 
temperatures so far this year is due to El 
Nino may prove less controversial. The 
suddenness of the rise fits better with that 
explanation than with long-run global 
warming (though some researchers argue 
that Ninos themselves are getting worse be- 
cause of global warming) Heat from the 
ocean takes time to transfer into the atmo- 
sphere, which explains why temperatures 
are still so high even as the latest Nino has 
been fading. A previous Nino in 1982-83 
had less of a heating effect, but that was in 
part because a volcano called El Chichon 
erupted at around the same time. Volca- 
noes spew out huge quantities of dust, 
which cools the earth by shielding it from 
the sun's rays. 

For argument’s sake, assume that—give 
or take a Nino—the temperature of the 
lower troposphere is indeed cooling, or at 
least not warming. Does this cast doubt on 
the data which show warming at the earth's 
surface? Certainly these data are imperfect. 
Unlike satellites, which are able to record 
temperatures across the globe, measure- 
ments taken at the surface are unevenly dis- 
tributed. Over the past century, more have 
been taken in the northern hemisphere 
than in the southern, and, for obvious rea- 
sons, there have been relatively few mea- 
surements at sea (though that may soon 
change, see box). 

Temperature trends on land need to be 
corrected for the effect of urbanisation—as 
cities spread outwards they warm sur- 
rounding areas, giving the false impression 
of natural warming. Another difficulty lies 


ed aircraft, on the other hand, can go al- 
most anywhere. And, while an aerosonde 
is a lot more expensive than a balloon 
($25,000 compared with $200), it is less 
costly than a piloted plane, and poses no 
risk to human life. In addition, unlike a 
balloon, it is recoverable and re-useable. 

Besides their meteorological equip- 
ment, the aerosondes (which weigh a 
mere 13.2kg or 29lb, and have a wing- 
span of 3 metres, or 10 feet) carry a naviga- 
tion system that uses the global-position- 
ing satellite network to tell them where 
they are, and a computer fitted with a 
flight plan to tell them where they want to 
be and how, given the local wind, to get 
there. Future missions will also carry a 
link to the Iridium satellite-telephone 
network (which should begin operating 
in a few months' time) to allow mission- 
controllers to alter the flight path at will. 

If all goes well, the 3,200km (2,000 
mile) journey from Canada to Scotland 
will take about 24 hours. It may not be as 
daring as Alcock and Brown's epic voyage 
in 1919. But in its own way, it will be wor- 
thy of some headlines. 












in comparing records from different sorts 
of instruments. Until the 1940s, for exam- 
ple, ships typically measured the sea's tem- 
perature by dunking a thermometer into a 
bucket of sea water. These days many ther- 
mometers are fixed to buoys. 

Climatologists across the world have 
been working hard to estimate and account 
for all these potential errors. While some ar- 
gue that the magnitude of the estimated 
warming may be wrong, few think there 
has been no warming at all. A more plausi- 
ble explanation for the discrepancy be- 
tween a cooling lower troposphere and a 
warming surface is incomplete knowledge. 
Through some as yet unexplained physical 
process, the surface and the rest of the tro- 
posphere may be less closely coupled than 
scientists now assume. 

Even if the puzzle about past tempera- 
tures is solved, the debate about global 
warming will be far from over. Researchers 
are still struggling to disentangle the effects 
of man-made emissions of carbon dioxide 
from the natural variability of the climate. 
They also argue about the effect of changes 
in the sunspot cycle on temperatures. And 
they understand little about the role played 
by the oceans in regulating the climate, nor 
about the influence of clouds. (Depending 
in part on their altitude, clouds could ei- 
ther dampen down or accelerate the pace 
of global warming.) Nevertheless, when it 
last issued a report in 1995, the United Na- 
tions Intergovernmental Panel on Climate 
Change—the main authority on the sub- 
ject—concluded that “the balance of evi- 
dence suggests that there is a discernible 
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human influence on the climate." 

Before they can make much progress in 
confirming that suggestion, climatologists 
need a stream of reliable data on world- 
wide temperature trends, both at the sur- 
face and in the atmosphere. Global warm- 
ing may turn out to be such a catastrophe 
that it is worth spending a lot to reduce the 
use of fossil fuels—or perhaps it will not. 
But at the very least it seems sensible to in- 
vest in better thermometers. 





Information technology 


Management in 
cyberspace 


IRTUAL reality is often used to mimic 

hazardous environments—the cockpits 
of combat aircraft, burning oil rigs, the trea- 
sure-strewn caves of irritable dragons and 
so on. Until now, though, it has rarely been 
deployed to simulate that most hazardous 
environment of all—the office. But if San- 
dra Testani of the Franklin Institute in Phil- 
adelphia has her way, it will soon be possi- 
ble to hone the black arts of office politics 
and corporate survival on a computer be- 
fore you employ them against your col- 
leagues in the real world. Or, from the boss’s 
point of view, you will be able to practise 
your skills at “co-operating” in virtual 
“team-building” exercises. 

Dr Testani’s virtual world is called 
CIMBLE. The acronym stands for CADETT 
(which in turn stands for Consortium for 
Advanced Education and Training Tech- 
nologies) Interactive Multi-user Business 
Learning Environment. The idea behind 
CIMBLE is to let people who are unable or 
unwilling to meet face to face practise 
collaborating with each other over a com- 
puter network. 

To do this, CIMBLE’s software creates a 
virtual world for up to six participants. 
Each acts via an electronic representative 
known as an avatar. A participant sees the 
world (including the other players’ avatars, 
which appear on screen as cartoon-like im- 
ages of men and women) from his own ava- 
tars point of view. Any other characters 
that the avatars might interact with are 
played by a moderator, who also acts as Big 
Brother, overseeing and monitoring the ac- 
tivities ofthe group and steering things in a 
suitable direction. 

The CIMBLE software allows the avatars 
to walk around and manipulate objects in 
the virtual world (opening doors, for exam- 
ple) at the click of a mouse. It also lets the 
avatars (and hence the participants) talk to 
one another. Most conversations are as- 
sumed to be in the open, and can be heard 
by everybody. But true office Machiavellis 
will be pleased to learn that private chats 
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Potato-heads 


E T- ME and potatoes" is often 
| used to describe the routine 
and ordinary. But not in Britain, not any- 
more. In the wake of the sse crisis, beef 
has become a highly charged issue. And 
now the humble spud is causing contro- 
versy. On August 10th, Arpad Pusztai, a 
scientist at the Rowett Institute (a nutri- 
tion-research centre in Aberdeen) an- 
| nounced that feeding genetically modi- 
fied potatoes to rats dampened the 
activity of their lymphocytes—important 
components of their immune systems. 
The genetic modification of crops 
(splicing genes from other organisms 
. into their chromosomes to prolong shelf- 
| life, for example, or to help them ward off 
insect pests) is a controversial issue. 
| There have been fears that genes trans- 
ferred between species once might be 
able to make the leap again, perhaps re- 
sulting in superweeds or indestructible 
bacteria. Predictably, Britain’s popular 
press ran wild, writing articles under 
such sober headlines as “Frankenstein 
foods ... We're all just guinea pigs", and 
further inflaming public fears about the 
| safety of such crops for both consumers 
and the environment. 

Critics of genetically modified organ- 
isms were equally quick 
to seize on the findings as 
ammunition in their fight 
to have such crops ban- 
ned. Fortunately, both 
press and critics were 
wrong. But so, surpris- 
ingly, was Dr Pusztai. 

The original story, 
which trailed an inter- 
view with Dr Pusztai on a 
"World in Action" televi- 
sion programme, claimed 
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that the transplanted gene in question 
was for a protein called concavalin A 
(Con A) This protein (a member of a 
group called the lectins, that is being 
tested for insecticidal properties) was al- 
ready known to be bad for the immune 
system, so its effect on the rats would 
hardly have been a surprise to anyone 
with a knowledge of the field. 

No one was suggesting that food con- 
taining Con A would ever be fed to peo- 
ple, nor that the experiment could dem- 
onstrate that all genetic engineering was 
dangerous. At that stage Dr Pusztai's re- 
search simply looked like a proofof prin- 
ciple—checking that the techniques for 
transplanting and testing lectin genes 
worked, prior to exploring other, less 
harmful lectins as builtin insecticides 
for crops. 

On August 12th, however, it emerged 
that Dr Pusztai had been talking through 
his hat. The experiments had been done 
(under his supervision, but by another 
researcher who was out of the country at 
the time ofthe television programme)on 
a different lectin, known as GNA. More- 
over, the data from these experiments 
had not been fully analysed, and so they 
could not have yielded the results Dr 
Pusztai claimed, even if 
he had merely got the 
name of the lectin wrong. 

The press release that 
announced this also said 
that Dr Pusztai had been 
suspended from respon- 
sibility for the studies and 
“will now retire from the 
Institute", Perhaps he is 
truly the first human vic- 
tim of a genetically modi- 
fied crop. 
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are also possible, since the software can 
work out who is within earshot of whom, 
and will transmit sound only to those who 
should be able to hear it. 

So far, Dr Testani and her colleagues 
have devised two exercises in their new 
electronic world. One simply brings the 
participants together around a virtual con- 
ference table and lets them chew over an 
agenda provided by the moderator. The 
second, however, is more sophisticated. 
The participants are deemed to be working 
for a civil-engineering firm, and are sent off 
to the proposed site of a new bridge to settle 
a dispute with local residents and officials. 
After a long car ride and a night in a hotel 
(all depicted in loving detail by ciMBLE' 
software), they meet the irate locals and try 
to mollify them. A successful outcome, al- 


lowing the bridge to go ahead, is greeted by 
an on-screen display of virtual fireworks. 
At the moment, CIMBLE is being evalu- 
ated using the institute's high-speed (100 
megabytes a second) local-area network. If 
it passes muster there, the next stage will be 
to modify it for use on the public Internet 
(which works at between a tenth and a hun- 
dredth of that speed), so that participants 
will be able to take part wherever they are. 
This will require more programming, 
using "compression" software to minimise 
the amount of data needed to build and 
modify the virtual world in each user's 
computer. All that will then be needed to 
make the virtual office indistinguishable 
from a real one are virtual daggers to allow 
the avatars to stab one another in the back. 
— Y! 
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As consumer confidence continues to crumble in the wake of the Asian economic crisis, major 
challenges lie ahead for consumer products companies in the region. Goods and service companies 
which were expected to see high growth rates are now left struggling in a collapsing market and 
Asia’s marketers require different strategies to meet the new demands. This major meeting will 
bring together leading executives in consumer industries to examine the challenges and identify 
solutions for marketing successfully through the storm. Critical issues to be addressed include: 


e Balancing short term survival tactics with long term strategies for growth 
e Building brand loyalty in shrinking markets 
e Acquisition opportunities and how to pursue them 
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Athens beats Sparta by an ear 


BAYREUTH AND SALZBURG 


Love it or hate it, the music of Richard Wagner lives on. But not, surprisingly, 


where you would most expect 


Serd HING very odd is happening at 
Salzburg and Bayreuth, Europe’s two 
most prestigious summer festivals. No, the 
horrendous ticket prices—top seat rates re- 
spectively ASch4,200 ($340) and DM320 
($180)—have not been cut; nor have audi- 
ences abandoned evening dress, though 
the occasional mountebank in mufti 
can be spied these days at either 
shrine. 

The change is more basic than 
that and has to do with the character 
of the two festivals. Time was when 
Salzburg was a kind of soft-option 
Athens to which "mere" music and 
drama lovers (or simply fat—mainly 
German—cats seeking a spot of Kul- 
tur) would flee south with relief after 
the rigours of Spartan Bayreuth. For 
Bayreuth was, and for the present 
still is, devoted solely to the seven 
main works of a single composer, 
Richard Wagner. This powerful 
brew, by no means everyone's goblet 
of mead, is served up in a gloomy (al- 
beit acoustically peerless) festival 
theatre with seats hard enough to 
preclude a doze by even the least 
committed Wagnerite. 

These strains on ears and rumps 
remain. But added to them, at any 
rate until recently, came the constant 
challenge of new productions forc- 
ing the festival faithful to think and 
argue anew about Wagner’s output. 
“Workshop Bayreuth” it was called, 
with the accent on effort in a dull lit- 
tle provincial town offering next to 
no distraction from the serious busi- 
ness of “the master”. 

Not so Salzburg—as different from Bay- 
reuth in architecture and atmosphere as is 
the Nockerl, a pink and feathery local des- 
sert crowned with powdered sugar, from 
the common German dumpling. Salzburg 
means, or rather used to mean, holiday ease 
with mainstream classical and romantic 
fare; Mozart serenades in palace and gar- 
den; orchestral quality guaranteed by the 
Vienna Philharmonic and, above all, by the 
omnipresent Herbert von Karajan—the 
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Merry Mortier’s festival town 


very model of a modern, jet-set maestro. 
And now? Mozart still features of 
course (“Nozze di Figaro” and "Entführung 
aus dem Serail" this year). And the Vienna 
band remains more or less the festival's 
"house orchestra", although peeved that it 
no longer has the central role it feels is its 

























due by something close to 
divine right. But much else 
has changed since Kara- 
jan's death in 1989 and 
above all since a Belgian, 
Gérard Mortier, took over as artistic direc- 
tor three years later. 

To get the most out of Mr Mortier's Salz- 
burg these days you have to work at it, even 
(erstwhile shades of Bayreuth) accept some 
physical and intellectual discomfort. Take 





the menu on Saturday, August 1st, for in- 
stance. A cosy start for the traditionalists 
with a Mozart and Haydn matinee, but no 
easy options in the evening: a Schónberg 
orchestral concert, a new production of 
Leos Janacek's opera "Katya Kabanova", a 
puzzling play by the Austrian enfant terri- 
ble Elfriede Jelinek, or a stage musical 
"Now" by Hal Hartley, an American film 
maker,about a sect awaiting the end of the 
world. On the side, incidentally, there are 
master classes, art exhibitions, lectures and 
films with links to Kurt Weill, one of this 
year's highlighted composers. 


Variety tells 

Is quantity driving out quality as critics, in- 
cluding the Vienna Philharmonic, believe? 
Naturally you can and should argue 
about some of the offerings. The 
over-fussy Janacek production by 
Christoph Marthaler, for instance, 
was booed as well as cheered with a 
gusto (too) rarely encountered in the 
Karajan era. But "big names”—Jessye 
Norman, Placido Domingo, Maur- 
izio Pollini and so on—still appear, 
as well as much new talent. And 
Wagner's “Parsifal” was given (albeit 
in concert performance) with a 
power and accuracy which put some 
recent Bayreuth efforts to shame. 

On the whole Mr Mortier has 
managed to build in a lot of modern, 
even contemporary, work as part of 
Salzburg's staple fare without wholly 
alienating Karajan fans (grumble 
though they still do) Quite an 
achievement for a boyish- 
looking Belgian who most 
people thought would 
soon be blown away by 
gusts of notorious Aus- 
trian, especially Viennese, 
intrigue. Even if his con- 
tract is not renewed be- 
yond 2001, and there are 
several rivals plotting for 
his job, Mr Mortier has ir- 
revocably changed Salz- 
burg—arguably by bring- 
ing it closer to the festival’s 
adventurous spirit when it 
began back in the 1920s. 

That is just the spirit 
now lacking at Bayreuth; 
hardly surprisingly since the festival is still 
being run by Richard Wagner’s grandson 
Wolfgang, who restarted the show with his 
brilliantly creative brother Wieland after 
the war and who will be 80 next August. To 
give him his due, Wolfgang is an organiser 
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Weary Wolfgang's opera house 


of genius. Over the years he tracked down 
many talented young singers and, after 
Wieland's early death from cancer in 1966, 
brought in one controversial producer af- 
ter another like Patrice Chéreau from 
France and Harry Kupfer and Heiner 
Müller from Germany. Those were electri- 
fying times. 

Nowadays, though, the Bayreuth fire 
has dwindled to a faint glow; no new pro- 
ductions last year or this; a planned new 
"Lohengrin" next year recently put in 
doubt; Wolfgang’s own mediocre produc- 


tions like “Meistersinger” 
and “Parsifal” getting far 
more of a showing than 
they deserve. Not much 
contrast either in the ap- 
proach of the three “house” 
conductors, Daniel Baren- 
boim, James Levine and Giuseppe Sino- 
poli, worthy though they all are. Time was 
when Pierre Boulez or Karl Bohm teased 
more detail and a lither sound from the fes- 
tival orchestra. 

Naturally Wolfgang rejects all talk of a 


Bayreuth crisis and in one sense he is right. 
There were roughly half-a-million applica- 
tions this year for the 50,000 available tick- 
ets. But more stimulating Wagner produc- 
tions with casts as good as Bayreuth's are 
not hard to find these days. Not much new 
can be expected from the old man and it is 
wholly unclear who will take over when he 
goes. In principle another family membei 
has first shot at the job, but the Wagner: 
snap and snarl at one another with a feroc 
ity that makes the Dallas and Denver clan: 
look blissful. Nike Wagner 
Wolfgang's niece and Wie 
land's daughter, is proba 
bly best qualified and ha: 
plenty of exciting ideas- 
like opening up the festiva 
theatre to modern compos 
ers. But Wolfgang will dc 
all he can to block her. 

An outsider then? Who 
ever it is will need to heec 
the passionate exhortatior 
of Richard Wagner, noth 
ing if not a revolutionary 
“Children—do somethin; 
new, new and yet again 
new.” It's a nasty though 
for Wagnerites, but if their idol were aliv 
today the chances are he would give Bay 
reuth a wide berth and head instead fo 
somewhere more stimulating—Salzburg 
for instance. 





What the world is watching 


In America, news domi- 
nates the top ten televi- 
sion shows as a recent 
spate of newsmagazine 
shows vie to match the 
popularity of the cps stal- 













wart *60 Minutes". In China, drama se- 
ries made in Hong Kong or Taiwan pre- 
vail and people appear to prefer 
promotional documentaries to official 
news. South Africans like soap operas, all 
of which are made in America. By con- 


trast in Brazil, home-produced soaps and 
variety shows compete equally with news. 
The widely held belief that American 
shows drive out all else is not borne out. 
The international ratings game is not sci- 
entific. But across the world now moni- 
tors are routinely hooked up to television 
sets in sample homes so that ratings com- 
panies can gauge who is watching what. 


1 60 Minutes Xin Lian Generations Jornal Nacional 
T m Newsmagazine - Soap opera - Soap opera - News 
2 Dateline Tuesday Endless Life The Bold and the Beautiful Brasil 500 Anos 
| ~ Newsmagazine — | - Soap opera - Soap opera - Variety show 
3 Dateline Monday (tied for 3rd) Passage of Life New York Undercover Torre de Babel 
- Newsmagazine - Soap opera - Police series - Soap opera 
4 E.R. (tied for 3rd) Bodyguard News Corpo Dourado 
= Drama series - Action series - Multi-language news - Soap opera 
5 Just Shoot Me (tied for 3rd) Affairs Vicious Circle Praca TV 2a Edicao 
~ Sitcom | - Soap opera - Drama series - News 
6 Seinfeld Heroic Act Note for Note Era Uma Vez 
- Sitcom - Drama series - Afrikaans musical quiz show - Soap opera 
7 Bachelor's Baby Meet on Saturday Team Knight Rider Fantastico 
- Television movie - Hobbies, leisure show - Action series - Variety show 
8 20/20 Wisdom Race Mad About You Globo Reporter 
- Newsmagazine - Game Show - Sitcom - News 
48 Hours Century Connection Pensacola: Wings of Gold Casseta e Planeta 
| - Newsmagazine - Documentary - Action series - Variety show 
10 Primetime Live GM in China Cosby Show Sai de Baixo 
- Newsmagazine - Documentary - Sitcom ~ Drama series 






Sources: Nielsen Media Research (United States); ACNielsen (China, South Africa), Ibope (Brazil) 
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American television 


What next 


LOS ANGELES 


VERY summer, America's four largest 

television networks, the littler upstarts 
and a dozen cable channels parade their 
autumn wares before 200 or so members of 
the Tv Critics Association (TCA), who sub- 
mit to voluntary claustration for close on 
two weeks in a swank Los Angeles hotel. At 
seminars and parties they listen to produc- 
ers who use the word “vision” as punctua- 
tion and to market analysts who know ex- 
actly which trainers ten-year-old "South 
Park" fans prefer in, say, north-west Cincin- 
nati. They meet platoons of PR types as well 
as middle-magnitude stars—and they 
watch around 30 programme pilots. 

Naturally, every producer's dream is for 
critics to depart in the belief that they have 
witnessed the new "Seinfeld" or “Friends”. 
But, being reasonable folk, the moguls are 
content if their charges return home simply 
having noticed a few trends. This year, hap- 
pily for the moguls, a couple of trends 
emerged early. 

First, Irish is in. The television wash- 
back of “Angela’s Ashes”, Frank McCourt’s 
bestselling early-century memoir of a grim 
Irish childhood, takes the form of four new 
shows involving salt-of-the-earth, blind- 
loyal Irish-American families. Each comes 
with a long-suffering mother, a distant fa- 
ther and at least one policeman. The New 
York family in NBC's "Trinity" includes an 
aproned mama, a cop, a labour organiser, a 
druggie, unmarried and pregnant daughter 
as well as a priest who confronts a great 
question in each episode. 

"Turks" from ces features an entire 
family of Chicago's finest. The same net- 
work is also offering "To Have and To 
Hold", about, this time, a Boston brood of 
cops and, to add authenticity, a fireman. 
Upcoming episodes raise moral and legal 
questions of hiding IRA fugitives, accord- 
ing to a company spokesman who was evi- 
dently not speaking for the news division. 

Fox, the network owned by Rupert Mur- 
doch, tried out “Costello”, which stars Sue 
Costello, a stand-up comic, playing a tim- 
berlined Boston barmaid with a foul 
tongue and another loyal family. At the 
"Costello" luncheon, a few TCA members 
complained that she was too crude and 
that the show made “Roseanne” look de- 
mure. When Fox’s president, Peter Roth, de- 
fended the Costello character as one of hon- 
est nobility, a Houston critic snorted, "In 
other words, fart jokes sell." 

The second autumn trend to be noticed 
is extreme sports—hang-gliding, surfing, 
martial arts, kickboxing, for example— 
which appeal to the sought-after audience 
of men aged between 18 and 34. In Los An- 
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Cats were revered by the ancient Egyptians as a symbol of motherhood and fertil- 
_ ity. There was a temple to the cat goddess, Bastet, where the priests fed thousands 
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MOREOVER 





ofherearthly representatives. Today's cats of Cairo look nothing like their ancient 
forebears, but the sleek angular felines of the Pharoahs live on—isolated by dis- 
tance and geography—on a small island off the coast of East Africa. 

Jack Couffer, naturalist and film maker, believes **The Cats of Lamu” (Aurum 
Press; £15.95. The Lyons Press; $24.95) to be the true descendants of the royal cats 


of Egypt. 





geles, NBC showed its execrable "Wind on 
Water”, which involves a Hawaii cattle 
rancher played by Bo Derek (biographically 
41 but still looking 30). In the first episode, a 
studly son saves the ownership of the fam- 
ily plantation for her in a winner-take-all 
surfing contest. Asked what NBC was think- 
ing of, a company executive replied with 
surprising honesty, "This isn't about plot or 
character development. This isn't a show— 
it’s a revenue stream." The network hopes 
"Wind" will make money by tie-ins with ex- 
treme-sports shows and rock music, and by 
sales in Europe where, the spokesman went 
on, "they just love ‘Baywatch’.” 

High culture is not entirely missing 
from NBC's autumn schedule. The network 
will air a production of Shakespeare's 
"Tempest" and a mini-series based on 
Dostoyevsky's "Crime and Punishment", 
starring Ben Kingsley, who was led out at 
NBC' press conference like the prize bull at 
a cattle fair. Not that the promotional cam- 
paign for either programme mentions the 
names "Shakespeare" or "Dostoyevsky". 
"Shakespeare is death,” NBC's Vince Man- 
ze, a promotional executive, says: "If we tell 
people it's by Shakespeare, we'll lose view- 
ers, and we'll never be able to do something 


like this again." NBC's "Tempest" is set, 
imaginatively enough, in civil-war Missis- 
sippi and stars Peter Fonda in the part of 
Prospero, though renamed Gideon Prosper. 

The previews of "Crime and Punish- 
ment", which was filmed in Budapest, had 
an authentic BBC look. But Mr Manze ex- 
plained that neither the author nor the 
show's provenance in a 130-year-old Rus- 
sian classic will be mentioned. Perhaps, he 
joked, NBC will promote it as the original 
"Law and Order". The authors' names, he 
added, will be in the credits. 

As the TCA tour was ending, the Holly- 
wood newspaper Variety reported that CBs 
had paid $10m for rights to the life of Jesus 
Christ, raising a nice question about their 
ownership in the first place. Originally, Ted 
Turner's TNT cable network had developed 
the project, but the producers did not take 
to TNT's *vision" of the Archangel Gabriel 
as a Merlin-type figure performing magic 
and providing commentary during a four- 
hour bible-bio special. A "Jesus" producer 
explained sniffily to Variety: “TNT wanted 
to turn Gabriel into the emcee from 'Caba- 
ret" And Sally Bowles as the Virgin Mary? 
That's showbiz, we guess. 
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MOREOVER 
New American verse 


War of words 


Newly published work from four American poets shows the vi- 


tality of an old conflict 


Ib EVERY poet's head, there are normally 
two clamouring voices. One speaks the 
language ofthe books he has read; the other 
is the voice of yelling in the street. This war 
between the language of literature and the 
raw vernacular of the spoken word has 
been waged over and over in verse by Eng- 
lish and American poets—by William 
Wordsworth, in Grasmere, at the end of the 
18th century; by William Carlos Williams, 
in New Jersey, in the 1920s. 

In the early 1950s, it was the turn of 
John Ashbery, Kenneth Koch, James Schuy- 
ler and Frank O'Hara—whom literary his- 
torians grouped together as the New York 
School. Their playful brand of anti-aca- 
demic (though not anti-intellectual) verse 
began as a kind of protest against the 
stultifyingly humourless academic versify- 
ing of the 1940s. O'Hara's life was cut short 
by a careering truck; Schuyler died more 
peacefully in 1991; Mr Koch and Mr 
Ashbery, who has just celebrated his 70th 
birthday, write on to this day. 

A new book about the New York School, 
"The Last Avant-Garde", by a poet and liter- 
ary historian, David Leh- 
man (Doubleday; $27.50), 
digs deeper into Mr Ash- 
bery's sometimes mystify- 
ing work than other critics 
have managed to do, and 
serves as a useful compan- 
ion volume to “Wakeful- 
ness" (Carcanet; £7.95), Mr 
Ashberys newly publish- 
ed, 18th collection of po- 
ems. John Ashbery's poems 
have always veered away 
from the conventional. In 
this they resemble music— 
they cannot be invited to 
stand and deliver readily 
paraphrasable meanings 
in the way discursive prose 
can. But this does not mean 
they lack meaning; merely 
that their subtly-nuanced 
pleasures are yielded up lit- 
tle by little, and after re- 
peated readings. Like an 
abstract painting, they of- 
ten seem not to stand for 
anything beyond them- 
selves. Does this amount to 
a kind of verbal trickery? 
Mr  Ashberys enemies 
think so—with a venge- 
ance. Seldom has a major 
literary figure been lit- 
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Raymond Carver 


erarily so controversial. 
Readers who like more 
personal, anecdotal poems 
should read “All of Us” 
(Knopf; $27.50), the col- 
lected poems of one of 
America's greatest late 
20th-century short-story 
writers, Raymond Carver. 
There are strong and 
readily identifiable links 
between his stories and his 
poems. A poem called "My 
Dad's Wallet", for example, 
ends with a striking phrase 
about death —"our breath 
coming and  going"— 
which appears at the end 
of a famous story called 
"What We Talk about 
When We Talk about Love.” 
Encouraged by his 
poet-wife Tess Gallagher, 
Carver turned to poems in 
the last decade of his life, 
and wrote until his early 
death from lung cancer in 
1988. For him, a good 
poem is the distillation of 
experience, and poetry 
comes into its own when 
life is being lived in extre- 
mis. Time was running out 
for Carver, and he recog- 
nised that poetry not 
onlycould say everything 
that needed to be said in 
fewer words, but was able 
to capture the emotional 
peaks and troughs of his 
life, to provide the most 
powerful and efficient ve- 
hicle for that final reckon- 
ing of everything that he 
had ever been. This is con- 
fessional poetry at its scru- 
pulous best: neither self- 
dramatising nor  self- 
pitying, but penetrating, 
focused and unflinching. 
The emotional crisis 
that helped to bring Mark 
Doty’s last two books of po- 
ems into being was the 
death of his companion, 
Wally Roberts, hastened by 
AIDS. The second of these 
two books, “Atlantis” 
(1996), was powerful evi- 
dence for those who con- 


Mark Doty 
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Amy Clampitt 


sider Mr Doty the best 
American poet since Rob- 
ert  Lowell"Sweet Ma- 
chine" (Cape; £8) is the 
book of a freer, altogether 
less burdened spirit; a 
writer emerging from the 
darkness of personal crisis. 
These are poems of ardour 
and playfulness (one of 
them is spoken by his dog), 
an ongoing celebration. 
But something has also 
been lost along the way, 
perhaps because that ear- 
lier grave subject-matter is 
lacking or perhaps because 
the writing in this book is 
simply slacker than before. 
Too often, the reader is 
tempted to reach for the 
red pencil. Thematically, 
the book is repetitious; the 
poems no longer batten 
upon their subject with the 
same ferocious concentra- 
tion, as if Mr Doty’s psyche 
had given him a holiday. 
Perhaps he has relaxed too 
much, even allowing him- 
self to be self-indulgent, if 
not selfpreening—see, for 
example, the two poems in 
which he hits back at his 
critics. How dare they! Only the great and 
elderly—W.B. Yeats, for example—should 
risk smacking their critics in public. 

One who never criticised, and yet might 
well have done, given her stature, was Amy 
Clampitt, that mistress of the artful line 
and the syntactically convoluted stanza. 
Clampitt was something of an oddball. She 
did not get into print until after her 60th 
birthday, and that book, “The Kingfisher” 
(1983), was immediately praised as a mas- 
terpiece. Four further books came out be- 
fore her death in 1994, and though none of 
them surpassed her first, the “Collected Po- 
ems” (Faber; £14.99) is a rare and enduring 
achievement. 

- Clampitt is, among other things, a poet 
to learn from. She has much to teach any 
aspiring poet about how to craft a poem 
and embellish it with grace and wit; and 
much also to teach anyone, writer or not, 
about the close observation of natural life. 
Ever artful, she manages to bring these two 
talents together. Various ghosts hang over 
her shoulder as she writes, each one a writer 
that she has read and admired—Marianne 
Moore in one of those extravagant hats; 
Emily Dickinson, looking, às ever, pained 
and lonely. These are just two of her tutelar 
spirits. But Amy Clampitt never sounds like 
them. She has done time on the Greyhound 
bus, and was, in her time, both in the world 
and out of it. 
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Alfred Schnittke 
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| to step up his writing of music 


DIRE need for better hous- 
ing shaped Alfred 
Schnittke’s marvellous music. 
He and his wife Irina were shar- 
ing a flat in Moscow with her 
parents when their son, Andrei, 
was born in February 1965. It 
was hard enough for Alfred to 
write music when his small 
study was partitioned to pro- 
vide a nursery for the baby. It be- 
came next to impossible when 
his father-in-law insisted on 
watching ice-hockey on televi- 
sion in the same room. The 
young Schnittke family just had 
to have a bigger flat. 

Others had secured one by 
becoming official composers, 
but this avenue was closed to Mr 
Schnittke. A few years earlier he 
had vexed the Composers’ 
Union by refusing to counte- 
nance its suggested changes in 
two operas he had been com- 
missioned to write. The first, 
“The Eleventh Command- 
ment”, told of the remorse of the 
American pilot whose plane 
dropped the atomic bomb on 
Hiroshima; the second, "Afri- 
can Ballad", celebrated the strug- 
gle of black people for freedom. 

If he wanted a roomier flat, 
Mr Schnittke's only course was 


for films, where the pay was 
comparatively good and the 
censorship comparatively lax. 
He knew nobody would sneer. Russia has a tradition of great 
composers working for film directors, the most famous example 
being Prokofiev who wrote the musical scores for Eisenstein's 
"Alexander Nevsky” and “Ivan the Terrible". So Mr Schnittke 
was able to afford a bigger flat—and to benefit mightily from the 
experience of working with film makers. 


From the cinema to the concert hall 


As Alexander Ivashkin, his friend and biographer, has noted, 
changes in mood, plot and location in Russian films became 
much more dynamic and rapid from the 1960s onwards. Simi- 
larly radical changes were required in the music; sometimes the 
score had to be a combination of different musics. It was re- 
sponding to this demand that helped Mr Schnittke to develop 
the poly-stylistic orchestral works that brought him interna- 
tional acclaim. 

Tikhon Khrennikov, the boss of the Composers’ Union from 
Stalin's time to Gorbachev's, was among the few who did not 
join in the applause. In his eyes, Mr Schnittke was in thrall to 
formalism, cosmopolitanism and, worse still, religion. To stop 
the composer spreading the contagion, he had him refused per- 
mission to travel abroad. In the 20 years to 1984, Mr Schnittke 
was prevented from accepting invitations to attend premieres of 





Alfred Schnittke, composer of poly-stylistic 
music, died on August 3rd, aged 63 


19 of his new works outside the 
Soviet Union. He was hounded 
even at home. Khrennikov made 
sure Mr Schnittke's First Sym- 
phony, his first great poly-stylis- 
tic statement, was denied a per- 
formance in Moscow. It opened 
instead in mid-winter in 1974 in 
Gorky (now Nizhny Novgorod), 
where it was conducted by Gen- 
nady Rozhdestvensky. 

Yet Mr Schnittke had an im- 
peccable political pedigree. His 
paternal grandparents were 
revolutionaries who in 1910, to 
avoid arrest, fled from Russia 
into temporary exile in Ger- 
many, where they joined the 
Spartacus Society. Their son 
Harry, Alfred’s father, was a 


alty to the party, along with the 
fact that he was part-Jewish, 
stood him in good stead when 
Hitler invaded Russia. Although 
he had married a Volga German, 
his family was spared being 
transported en masse to Siberia 
or Kazakhstan along with the 
other Volga Germans. 

Alfred himself was born in 
Engels. The town’s name had 
been changed from Boronsk to 
Marx to Pokrovsk and then to 


man collaborator being thought 
appropriate for the capital city 
of the Volga Germans. 

However, Alfred Schnittke 
came to find the nationalism and philistinism of Soviet appa- 
ratchiks offensive. The world of classical music had become a 
place without boundaries for him during the two years he spent 
as a boy in post-war Vienna, where his father edited a newspaper 
published for Austrians by the Russian occupying forces. “I felt 
every moment there,” he wrote later, “to be a link of the historical 
chain: all was multi-dimensional; the past represented a world 
of ever-present ghosts . . . [and I was] the conscious bearer of my 
task in life.” 

It was in Vienna that Mr Schnittke chose to be baptised a 
Catholic when, in 1980, he was at last allowed to wander a bit 
beyond the Soviet Union. Soon afterwards he was elected to the 
praesidium of his one-time tormentor, the Composers’ Union, 
and the old hostility of Soviet officialdom towards him gradu- 
ally crumbled during the Gorbachev era of perestroika. 

But by then Mr Schnittke's health was very bad, and he left 
Russia for the West. There strokes so incapacitated him that he 
had sometimes to write left-handed and sometimes to grasp his 
half-paralysed right wrist in his left hand in completing his 
Ninth Symphony, which opened amidst jubilation in Moscow 
this summer. The scene ought one day to provide an emotional 
climax to a film of his life, with a poly-stylistic score written per- 
haps by John Tavener or Henryk Gorecki. 


Engels—the name of Marx's Ger- | 





staunch communist and his loy- | 
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d | Woking, Surrey GU21 1JG. Fax +44 1483 756505 or email: — | 
1 MSi in INTERNATIONAL ECONOMICS Gain the quantitative fieldj@plan. geis.com. 5 
|} and analytical skills essential for an exciting career in interna- 
tional business or government. This full- or part-time evening The closing date for applications is 4th September 1998. 
program covers everything from advanced forecasting tech- Working towards Equal Opportunities 
-|]| niques to exchange rate risk management and more. For more 
-j| information, e-mail grad.admission@admin.suffolk.edu or 
“|| fax to 617-523-0116. Suffolk University, 8 Ashburton Place, 
Beacon | Hill, Boston, MA 02108 Call us at 617-573-8302 


Suffolk University 











PLAN is committed to one lasting EON 
in the lives of poor children worldwide. 
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Open Society Institute Sores Foundations 









LÍ training in the areas of governance, foundation management, 
Il development, program and grant management and evaluation. 


[| The successful candidate will have: 


in the region; 


of governing and managing a nonprofit or philanthropic organization; 
staff and contracted trainers and consultants; 


languages of the region, particularly Russian, would be advantageous; 
a willingness to travel extensively in Central and Eastern Europe and the NIS 





Please send a letter of interest and resume immediately to: Virginia Moracho, 
Open Society Institute, 400 W, 59th Street, NY, NY 10019; 
Fax ( confidential) (212) 548-4663, e-mail: vmorachoíds iSOFOSnY ng. 






DFID is responsible for taking forward the 
Government's international development policies by 
providing UK development assistance for poorer 
countries, Our social development strategies help guide 
our assistance towards eliminating poverty, a rights- 
based approach to development and social inclusion (of 
women, the elderly, disabled, ethnically or socially 
marginalised and other, vulnerable groups). We achieve 
this through social analysis, gender analysis, 
participatory processes, qualitative research, 
stakeholder analysis and field-based work. We now 
require a Social Development Field Co-ordinator to join 
the Nigeria programme where these strategies and 
approaches are being practised. This post will be for a 
period of three years in the first instance. 











The closing date for applications is Friday | 1 September 
1998. 


For further details and application form, please write to 
Appointments Officer, Ref No AH304/3B/FA/TE, 
Abercrombie House, Eaglesham Road, East Kilbride, 
Glasgow G75 BEA, stating Ref No AH304/3B/FA clearly 
on your envelope, or telephone 01355 843138. 


DFID is committed to a policy of equal opportunities 
and applications for this post are sought from both men 
and women. 


Department for 
international 
Development 


H Q suc TOR OF TRAINING AND DEVELOPMENT 


The Open Society Institute (Ost ) seeks a Director of Training and Development. Based | 
at OSI-Budapest, Hungary and reporting directly to the Vice President for National | 
Foundations at OSI-New York, this individual will oversee the Office of Organizational | 
Development. The office provides the 29 autonomous national foundations in the Soros | 
network (27 of which are in East Central Europe and the NIS) with consultation and | 
organizational | 


a track record in management of nonprofit organizations in Central and Eastern | 
Europe or the former Soviet Union, or nonprofit management experience in the | 
United States or Western Europe and substantial cross-cultural consulting experience | 


an advanced degree or diploma in organizational behaviour, occupational psychology, | 
management or administration, and a demonstrated understanding of the challenges | 


proven supervisory and managerial abilities, over professional and administrative 


excellent written and verbal communication skills in English; mastery of one of the i 






The creme always ri rises s to the top, | 
so why shouldn't you? _ 


Looking for the way to achieve that higher level of income? if 
youre an international senior executive, over 40, and currently 
earning +100K per year, we can assist you in attaining your 
goais. At Resume Broadcast International, our team will manage 
your career search with the expertise you have come to expect. 
Our commitment is not just 40 hours per week, but 24 hours a 
day, 365 days a year. Contact us at Tel: (909) 866-4213, Fax: 
(909) 866-4244 or E-mail: 102224. 3306@compuserve.com 
today and watch the doors to opportunity open oon: 


















. Resume Broadcast International 
PO BOX 2892, Big Bear Lake, California CA92315, USA. 
Tel: +1 (909) 866 4213, Fax: +1 (909) 866 4244 
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As the Nigeria Social Development Field Co-ordinator, you will be 
expected to work as a member of the DFID team in Nigeria, supported by 
the London-based Social Development Adviser and Social Development 
Field Manager for West and North Africa Department. You will support 
- existing partnerships in the health, education, water, good governance and 
renewable natural resources sectors and will make a specific contribution 
to strategic thinking by understanding the social, political and economic 
culture of the country. You will do this by providing social analysis; by 
developing networks with civil society organisations, other donors, local 
government and the private sector; by taking special responsibility for : 
making projects and programmes work through participation; by working 
with and supporting Nigerian social development experts; and by ensuring 
that poverty elimination íncludes the socially excluded and vulnerable. 


Qualifications 


You will need a university-level qualification in a social science, such as 
social anthropology, sociology, political science, area studies or human 
geography, and a relevant higher degree. Field research experience, gained 
as either a part of a higher degree or from working in a research role, and 
direct experience of participatory methods and tools, are also desirable. 


You should also be able to apply social science skills to practical 
development co-operation issues, This should have involved you in working 
in one or more developing countries, dealing with poverty, gender and 
social issues in a variety of sectors. In addition, you must be: a good team- 
worker; able to handle pressure; have listening and facilitating skills 
necessary to liaise effectively with a wide range of organisations, 


Applicants should either be nationals of Member States of the European |. 
Economic Area (EEA), or Commonwealth citizens who have an established | 
right of abode and the right to work in the United Kingdom. 


Fa. 


Terms of Appointment 





Salary will be in the range £32,000-£36,000 p.a. depending on qualif cations | : 
and experience. The overseas post will attract additional benefits which will Es 
normally include variable tax-free. allowances, children’ s education 
allowances, free accommodation. and passages. - T No : 
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University of the West Indies 
Cave Hill Campus, Barbad os 








care a leading Electrical Cables and Wire manufacturer in Saudi Arabia, 
ently upgrading Hardware and Software Systems for all its activities 
cluding Sales, Distribution, Finance, Planning and manufacturing modules 
acilitate MRP Il and CPR. The System platform will be Unix based with 
ACLE database and software similar to SAP3, BANN-IV, MFG-PRO. 7,0 
applications. The company has the following vacancies. | 


“PROJECT MANAGER | 
andidate must be well experienced and possess high skills in| 
iplementing, managing and have implemented number of similar projects. 


PROGRAMMING ENGINEERS/PROGRAMMERS | 
C [13-5 Y experience in Unix & ORACLE database, programming & knowledge 
cep of MRP H & CPR is essential. : 


f 
x |e _ SYSTEM SUPPORT ENGINEERS | applications for this post is 30 Névembe 
5. Y experience in maintenance of above/similar systems and peripheral R E 
eraware, Knowledge of LAN Network, working knowledge in UNIX is Senior Lectu "e 
essential, | he 
owledge of ARABIC language is preferred. Salary and benefits | ino 
imensurate with the qualifications and experience. Please apply with 


ur CV, copies of certificates and references to: | 
THE DIRECTOR, P.O. BOX 26862, RIYADH 11496, 


KINGDOM OF SAUDI ARABIA | l 












Department of Management Studie 


Applications are invited for the following vacant 
Department of Management Studies at the Cave 
the University of the West Indies. Successful ap 
required to conduct research and teach at lea: 
courses per year, | 


Professor in Mana 
Candidates should be competent & 
Management and International Busin 




































































Candidates should be com 
following courses: Intern 
Marketing Research. Cons 
Marketing; Strategic and Ma ig 
and Policy; and Services Marketing, 
applications for this post is T 

















FAX NO. 009661-498-0942, 








in Managemen 
Candidates should be competent 
following courses: Principles of M 
Management; Project Managemen 
Management; Business Logistics; 



























Deutsche Welle (DW) is the external broadcasting service of the Federal Re- 
public of Germany. DW-radio broadcasts daily current affairs programmes 
in German and 34 other languages, DW-tv in German, English and Spanish 


Lecturer/Assistant Lecturer _ 
in Public Sector Management = 


Candidates should be competent to teach at least four of the 
following courses: Introduction to Public Sector Management; 
Public Budgeting and Financial Management; Management of the 
Regulatory Process; Comparative/International Public Sector 
Management; Public Sector Strategic Management: and 
Management of Social Services. The closing date for applications 
for this post is 30 September 1998. 


Candidates should be competent to teach at least four of the 
following courses: International Financial Management; Financíal 
Management; Taxation and Tax Management; Public Sector 
Accounting; Services Sector Accounting; Accounting Information 
Systems; and Auditing. The closing date for applications for this 
post is 30 September 1998. | | 
Preference will be given to candidates who, in addition to meeting 
the requirement for the subject areas for which they have applied, 
are competent to teach any of the following courses: Tourism 
Management; Tourism Research; Tourism Marketing; and 
Organisational Development. 

The successful applicants will be expected to assume duties on | 
1 January 1999, or as soon as possible thereafter. An attractive salary 
package is offered. 

Detailed applications (three copies) giving full particulars of 
qualifications and experience, and the names and addresses of 
three referees, one of whom should be from your present 
organisation, should be sent as soon as possible but no later 
than the deadlines indicated above to the Campus Registrar, 
University of the West Indies, PO Box 64, Bridgetown, 
Barbados (tel: [246] 417 4064/65; fax: [246] 425 1327; email: 
beverley.hinds@uwichill.edu.bb). To expedite the appointment 
procedure, applicants are advised to request their referees to send 
references under confidential cover direct to the Campus Registrar 
at the above address without waiting to be contacted by the 
University. The University will send further particulars for these 
posts including the remuneration packages to all applicants. 
These particulars may also be obtained from Association of 
Commonwealth Universities, 36 Gordon Square, London 

WCIH OPF, UK (tel: (0171) 387 8572 Ext. 206: 

fax: (0171) 383 0368; email: appts@acu.ac uk). 






We are seeking a: 


CHIEF EDITOR 


for the China section of our Asia radio programme, as 
of 1st November 1998 



























E 



















The successful candidate will also exercise the function 
of section head. Contract duration is initially four years 
with a possibility for extension. 




























^ c Responsibilities include programme planning and 

< | structure, organisational coordination and personne! 
management. The Chief Editor is also expected to be 
actively involved in programmes 





`: Requirements are: 

- à college or university degree 

4 familiarity with all forms of journalistic work 
"command of the Chinese language and a solid 
knowledge of German - 



























Radio experience i 
knowledge of tf 
business se 
China 


































- Please send your al 
enviságed salary, un 
















A member of the Association of Commonwealth Universities 
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ifo Institut 


. fürWirtschaftsforschung —— Poschingerstrafte 5, 81679 München 





The IFO Institute for Economic Research is one of 

Germany's large independent economic research 
-. institutes which receive financial support from the German 
-federal government and the Lander. The IFO Institute has 
. the legal status of a registered society. It is directed by an 
. executive board, consisting of the president and two 
+ executive directors. 


The position of 


President 


is to be filled anew by July 1999 (or possibly at an earlier 
date). This position will be combined with a simultaneous 
appointment to the position of 


Professor of Economics 
salary range C4 


in the Faculty of Economics, Ludwig-Maximilians- 
Universitat München. 


The president is responsible for directing the IFO Institute 
-together with the other members of the executive board. 
|. She/he is responsible for research and teaching in the field 
of applied economics. The president represents the 
institute in scientific organizations in Germany and abroad 

and before the public at large. 


| . The position ofthe presidentis to be filled by an outstanding 


| economist with an international reputation in the field of 


: applied economics. She/he must have high scientific 
competence and be acquainted with the analysis of 
© economic policy issues. 


. Extraordinary achievements and ability as a teacher of 
| economics will also be considered. For this purpose 
| candidates should document their teaching record and 

present their views about teaching in the field of 

“economics. 


The prerequisites for the position are in accordance with 
rticle 11 (1) of the Bavarian University Law (BayHschiG). 
he Cooperation Accord between the IFO Institute and the 
udwig-Maximilians-Universitat München determine the 

appointment procedures, according to which the appointee 

will be assigned to serve the IFO Institute for a term of 
| 5 years. Reappointmentis possible. 


Qualified female candidates are encouraged to apply. 


everely handicapped persons with equal qualifications 
ilh receive preferential treatment. 


Kindly send your application, with a list of publications and 

courses taught, to the IFO Institute for Economic Research, 

attention: Chair of the Administrative Board (Vorsitzender 

des Verwaltungsrats). Your application should be sent by 
1 5 th of September 1998. 
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INTERNATIONAL CENTRE FOR 
DIARRHOEAL DISEASE RESEARCH, 
BANGLADESH (ICDDR, B) 


ICDDR, B is a non-profit international medical research organization situated in Dhaka, 
Bangladesh. Its aims are to conduct research and training in diarrhoea! disease and. related 
subjects of nutrition and fertility, and to develop improved health: programmes for control. of 
diarrhoea! disease in developing countries. It is also involved in major demographic surveys. 
ICDDR, B - the Centre for Health and Population Research is also a leading international 
research centre for population studies, reproductive arid sexual health, and child survival. 





CENTRE 


FOR HEALTH AND 
POPULATION RESEARCH 





The Centre through this announcement, seeks to fill the following vacant positions: 
DIRECTOR HEALTH AND POPULATION EXTENSION DIVISION 
Pay Level : D1 (UNAWHO) ` 
Duties/Functions 


Reporting to the Director, the Division Director will provide overall leadership and guidance PI 


to the management of all research and associated activities of the division. The Division 
Director's role ts also very important in maintaining effective collaboration between the 
division's programmes and projects with those of other three scientific divisions and for the 
division's joint activities with Govt. of Bangladesh, national institutions and local NGOs. 


Qualifications & Experience ? 
Doctoral degree in Medicine, Social Science, Economics, Demography, Public Health, 
Epidemiology and/or other relevant fields is required, Must have demonstrated. ability to plán 
and carry out large-scale operations research on family. planning, safe motherhood, child. 
survival or other family health issues. Previous experience in project management is essential 
and previous experience in providing policy advice to government, NGOs, or international: 
agencies, preferably in South Asia and demonstrated ability to work in multinational: 
environment are mportant skills required of the Division Director. Must have excellent 
communications skills, with about 10-15 years experience following completion of. doctoral 
degree. With the operations research project of this division working very closely with tlie: 
national programme, a thorough understanding of, and familiarity with the health and family 
planning service delivery system of Bangladesh, is essential. 


Excellent command of English is essential. Knowledge of Bangla would be an added 1 


advantage. 





The initial appointment is for three years with a possible extension for one year. The. post is 
available immediately. 


SOCIAL SCIENTIST (Anthropology and/or Sociology) 
Pay Level: P3/4 HO): 


| Duties/Functions 
Reporting to the Division Director, Public Health Sciences Division (PHSD). the Social 
Scientist will carry out applied research that is applicable both nationally and internationally. 
As Head of the Behavioural Sciences Unit within the SBS Programme the incumbent will. 
develop research protocols and take part in multidisciplinary studies that utilize qualitative 
social research methods for improving health and. population. based interventions. and 
programmes. The incumbent will generate competitive research: granis to cafry out research, 
strengthen expertise in, and commitment to the application of social sciences with research 
studies carried out by other programmes and divisions of the Centre, Will disseminate and 
publish research findings from social science studies and promote. their application to policy: 
formulation and health planning, as well as to programme implementation and evaluation. | 
The incumbent will strengthen social sciences capacity within the Centre. for training, 
technical assistance and collaboration with other Bangladeshi and. intémational organizations 





Qualifications & Experience 
PhD in Medical Anthropology and/or Sociology and experience. in public healt 
candidates with equivalent experience and training in relate ial sciences an 
education or communications are encouraged to. apply. Applica should have demo: 
abilities to lead social scientists in research, as well ay have a good record of publica ONS 
international peer reviewed journals. Successful applicants. will probably have had 5-7 years, 
as a principal investigator in community based health research, i ine id jatervention studi 
and programmes aimed at improving health. outcomes, Resear in repre 
and sexual health is desired and experience in diarrhoea! and piratory. diseases, and/o 
HIV/AIDS and sexually transmitted diseases would be an ae Excellent leadership 
qualities are essential, TA sou ^ 











Preference will be given to candidates with experience: án international: Healey and dal 
postgraduate training. Experience in South Asia or other developing countries, an ability. for. 
interdisciplinary team work and a record of attracting research: funding would be: a definite 
advantage. | 


Excellent command of English is PEDE Knowledge of f Bangla would be an added 
advantage. a S | 
The appointment is initially for a period of three y years: The posit ion i T mise 


desc should s sent st with: & recovering letter an " detailed 











































- 1 Production 





| experienced, — creative, 





OK-S00K +. Career — into, — 


Economist | 








& investment 
seeks for a MARKETING & 
SALES DIRECTOR on the territory 
| of CIS of plastic products Dynamic, 


workable, excellent managerial 
skills. Staying with family in 
Moscow or Kiev. Good conditions. 
Confidentiality is guaranteed. 


| m ! sd London Erei j " Fax your resume 
ET t , Att m, |]. (47095) 234 06 65 


ur Asia/Eutope/U. S? A new position is closer than you think! Free info. 
Us www.CareerPath. co.uk E-mail: cpasia@bkk. loxinfo.co.th 


TO ADVERTISE WITHIN THE CLASSIFIED SECT ION, CONTACT: | | 


Philip Wr igley Suzanne Hopkins | Resource Management Service, United Nations Office at Nairobi, (UNON PO. 
London New York | Box 67578, Nairobi, Kenya, Facsimile (254 2) 62 41 34/62 26 15/62 26 24 
( 44-171 ) 830 7000 (1 -21 2) 5 41 5730 PLEASE QUOTE VACANCY ANNOUNCEMENT NUMBERS IN ALL 





group 




























Raga) nran m fev. - "on a 
PECONAMDGAE THEE RATOA LI US PR CONI ONWIERIENT o PROGNÁMA DE LAB AREIAS i {SRS AA FS uic) ABRE 
FPOFPRMMA CPE RAGA SANS CR UE ABER ARK LUN TIO ONT RNAI COME 








































sociable, GLOBAL ENVIRONMENT FACILITY COORDINATING OFFICE i 
The United Nations Environment Programme (UNEP) king candidates for |. 
two professional posts for its Global Environment: oordinating p- 


Office, located in Nairobi, Kenya. The GEF is a finar pe 
funds to developing countries and countries wit sition for f 
projects and activities in the fields of Climate. : 







International Waters and Protection of the Ozone ry role lies fo 

in catalysing the development of scientific and dvancing | =< 
| environmental management and providing gi ational |] 

environment agreements. UNEP's GEF Coord yerall 






managerial, administrative, technical and. comm NEP*s ; 
GEF work programme. | 


The two posts at P-3 level are: EN 
| (1) Programme Officer (Biological Diversity) with pz 
cutting activities including land degradation as 1 
(VACANCY ANNOUNCEMENT NUMBER NA-98-: 


| (1) Programme Officer (international Waters) TN 
NUMBER NA-98-32 


Salary (net per annum) plus Post Adjustment in Lf: 
43,326.00 plus 8,881.83 (post adjustment) and 
8,285.90 (post adjustment), with 30 days paid 
up to $9,750 per child per academic year for 
Subject to change because of cost of living fluctuatio 


| The successful applicants will work closely with the: 
| Officers in planning, development and oversight of 
| areas, Experience in international, regional and multi- evel 
and management and familiarity with GEF operations an advantage ean 


| Applications for the positions should be received by 1st September 1988. Gon | | Bn 
| of the vacancy announcements with descriptions of job qualifications may be ]- 





















or out t of 





















| obtained from, and detailed curriculum vitae including date of birth, nationall Wed 
| educational qualifications should be sent to: Chief, Recruitment Section, Human. | 
















CORRESPONDENCE. 








FINANCIAL NEWS 
DENN 
INTERNATIONAL 
ARENA, 


Reporters 


Competitive package 


London & Europe 
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Dow Jones Newswires is a world leading realtime financial information provider, supplying 
news and financial data to the international business community. Our continuing 
expansion has resulted in the need for a number of reporters to cover Key financial: 
centres throughout Europe; people who have the talent and focus to handie the demands 
of this fast-paced environment where speed, accuracy and clarity are essential. 


Fixed-Income Reporters 

We are looking for two reporters to cover the German arid French fixed-income markets 
from Frankfurt and Paris respectively. You will have at least iwo years' reporting 
experience of the financial markets and will preferably have covered European capital 
markets. You'll relish the opportunity to apply your knowledge when developing. our. 
coverage of fixed-income markets in the run-up to the introduction of the European single — 1 
currency. Proficiency in either French or German is essential whilst knowledge of ted uo 
income derivatives markets is desirable. 


Ratings Reporter E 
We also have an opening for a London-based ratings reporter to cover credit ratings and =o. 
news analysis. You will have basic reporting or editing experience, preferably gained whilst UE 
dealing with the European capital markets. Whilst focusing upon ratings action and the: of 
writing up of press releases, you will also be given the opportunity to provide a broad- 
based analysis of the developing credit markets in Europe, as well as coverage of related = 
news issues. 


Reporters 

We also have openings for reporters in several European cities, specifically Helsinki, 
Stockholm and Brussels. Whether covering Money, Equities, Energy or Commodities, you will. 
have a proven interest in the business world and government, and the ability to break news, 
You'll be a solid team player capable of working to tight deadlines against stiff competition. 
You will have at least two years’ reporting experience, preferably with realtime news Services — 
and ideally covering business and/or financial markets. Fluent written English skills and a cr 
proficiency in the language of the country where the position is based are required. B 


To apply please send your CV, Including your current salary detalls; to Kate Dempster, , 
Assistant Human Resources Officer, Dow Jones, 10 Fleet Piace, London ECAM TON. 
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APICORP 


O-e eal ollel a ell aS psi 


ARAB PETROLEUM INVESTMENTS CORPORATION 





















APICORP is an inter-Arab Corporation established by the | emu 
member states of OAPEC to finance and invest in petroleum sector projects. Total Assets are in excess of US$, 309 milion, «d 


The Corporation, based in Al-Khobar, Saudi Arabia, now wishes to appoint an: 5 Tm 
Assistant Manager 
Information Systems Centre 


The suitable candidate should possess the following characteristics: 


@ University Degree in Computer Science, Computer Engineering or Information Systems 


e 12 - 15 years of relevant experience, preferably in banking or financial domains, in the areas 
of development, implementation and integration of heterogeneous applications with exposure to 
business process re-engineering (BPR) 


Q Hands-on experience in two or more of the following: 
International banking systems such as EQ/3 
AS/400 and NT platform in a distributed servers environment 
Internet and Intranet applications 
LAN and LAN/WAN interfaces 


@ Postgraduate degree and good command of software engineering are advantageous 
@ Proficiency in both written and spoken English B 
Q Excellent interpersonal communication skills and strong. batons abili iy 


The successful candidate will report to the Manager of the Information Systems Centre. The appointme 
year contract, renewable. In addition to the highly competitive tax-free salary, there is a generous be 
includes free fully furnished, air-conditioned accommodation, transportation and education allowai neces ,TT 
expenses and a contributory retirement fund. PEN 


pesa. in the strictest peoniiaeres may be sent to: 



















Closing d date 31st August 1998. 


















OFFSHORE COMPANIES | [BECOME A SUCCESSFUL| | Í MADISON SQUARE GARDEN pee 
| CONSULTANT NEW YORK adu E v 
IN YOUR OWN FIELD | SEPTEMBER 16-1 i d 

Write for free details to: o] 


The American 


eady made companies 

ull corporate administration 

* Trade services (U/C, shipping) 

* Banking/Accounting services - 

* China business development services 


contact Stella Ho for immediate 
m & company brochure - 


NACS LTD | 
“Room 1108, Albion: Plaza - 
. 2-6 Granville Road, T.S.T., 

Kowloon, Hong. Kong 
E-mailnacsGhk.supernet - | 
Tel: (852) 2724 1223 1h 
Fax: (852)27224373 | | p 












Consultants League, 

i . . Dept. ES, 
li 30466 Prince William Street 
Princes Anne, . - | information — 
- Maryland, USA Phone: 1-416-968-7725 


Mea, 








TRADE 98 
For conference and chili 







Y 







Fax: 1-416-968.7569 
E-mail: P U O ; 





or -FAX in 1 9 651 -4885 













REPUBLIC OF GHANA 
DIVESTITURE OF STATE-OWNED ENTERPRISES 
STATE INSURANCE COMPANY OF GHANA LIMITED 


INTERNATIONAL CALL FOR TENDER 


= Government of Ghana (GoG), acting through its agent the Divestiture Implementation Committee (DIC), intends to sell 4 Í 
erest in the State Insurance Company of Ghana Limited (SIC) by public tender to a strategic investor or investor group 
experience in the insurance sector in emerging markets are invited to bid. The GoG has appointed Sterling International Group 
Consultant") for this transaction. 
'ROFILE OF THE ENTERPRISE 


'he State Insurance Company of Ghana was set up in 1962 and converted into a limited liability company in August 19€ 
—] Corporation Act of 1993. The company's principal object is to act as insurers and re-insurers for general types of risk. Th 
.| for 1997 was 47.6 billion cedis*, representing 60.996 of the overall market. SIC^s market dominance is backed. by 
— |- distribution network of 14 area branch offices, 16 contact offices and 200 agents. During the period 1993-1997, the compan 
— | an annual compound rate of 42.6%. The SIC privatization represents an attractive investment opportunity in view of the 

positioning, the upside that will come from future improvement of operational and distribution efficiencies, and the contin 
The divestiture of SIC involves (a) the sale of approximately 40% or more of the shares to a Strategic Investor; (b)a further sah 
and (c) the listing of the company on the Ghana Stock ee (GSE). | 


r BID INFORMATION | 
d d The prospective bidder should be a company or. consortium idi experience and expertise in the insurance sector in emergi 
:2: Prospective bidders (Principals only) who wish to acquire bid documents. (including detailed bid procedures) should apply in 

at either of the addresses below and include (a) details of their experience and expertise in the insurance sector in emerging 1 
executed Confidentiality Agreement (model forms are available from the Consultant); and (c) a non-refundable submission fee of US 
investors) or 200,000 cedis (domestic investors) payable by bank draft in favor of the Consultant. 


3. Final bids in the form set out in the bid documents are e required to be lodged with the Consultant by no later than 5 p.m. local time Friday D 
September 25, 1998. | 






































For further Moa please contact the Consultant at: 


Sterling International Group, Inc. | Strategic African Securities Limited 
|. Attention: Mr. Roger Jantio, Managing Director | Attention: Mr. James Akpo, Managing Director 
1901 Pennsylvania Ave, NW, Suite 600, Washington, DC 20006, U.S.A. P.O. Box 16446, Airport Accra, Ghana 
- Tek (202) 785 3500, Fax: (202) 785 3505 | Tel: (233-21) 23 13 86, Fax: (233-21) 22 98 16 
E-mail: Rjantio@SterlingUS.com : E-mail: sasltd@africaonline.com.gh 
The DIC and Sterling International Group, Inc. reserve the right to extend the deadline for the submission idol tender bids, reject any tender bid without : 
stating the reasons for doing so, or cance this invitation. | ERAN NY *1 USD 2, 250 cedis (1997) 
















um ng 2» mm EAM 
Offshore Bank f NEN E 


Only $15,500/Free Report 
Call: 310-376-3480 ( (USA) 
Fax: 310-798-3842 (USA) 
email: wbe@ibm.net 
Worldwide Business Consultants d Io 


justice rated #1 in mm 


Ei 1997] Intermational: Telecommunications Association. 


dm À. Business, residential, and 
.... cellular savings. 


—— 
JUK. ........ 17€ Most new customers a are 
; |France......25€ referred by satisfied 
Germany ....22€| |. NewWorld users 
£/Waly........32€ ^ ^| LLL man 
|Netherlands..25€ |  - purior 20% by 
Ead ..26€| Tt 
Brazil.......63€. | Numerous Special Services Included $ 


Ba e 49€. - No Extra Charge - 


Call: 201. 287. 8400 Fax: 201.287.8434 
tie the U.K, Call: 44.171.360.5037 Fax: 4.171.360.5036 
_.economist@newworldtele. com http:/ WW. newworldtele.com - 














: `e Earn Free air travel with 
t. WorldMiles program. 





1 | oe join the prestigious 
 .. justice Agent Program. 





- TEC -HNOLOGY CORPORATION Business to Business agents welcome 


201-287-8400 





i it's s just what you're looking for. 
coi Mention this ad for a sign-up bonus, Agent inquiries welcome. 
me «1-310-526-2200 





unu 





1-310-526-2160 fax www. justicecorp.com 1402 TEARECK ROAD + SUITE 114 + TEANECK, NEW JERSEY - O7666 + USA 
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We specialise i in finding jobs, businesses or. 
properties which allow you to qualify for a 
visa, and our associate attorneys handle the 
visa processing. To learn how. we can help 
you, phone us at 001 305 554 7555 
Management Consulting USA Inc. 
11401 SW 40 St. Ste 337E. 
Miami, Florida. 


wo-bag limit. 


Our Traveler's Litigation 
Bag is made with our 
Flexible Unwreckable™ 

frame to double as your 
laptop bag. Inside the 









Y Kensington Park — 











19" bag, our Insiders™ Apartments 
pa Luxury Serviced apartments 
dividers protect your "Y near Harrods 


Select from studios, one/two bedroom apartments ali 
with fully equipped kitchens,and stylish Halian 
furniture, at competitive rates. 
Limousine service available. 
58 Kensington Court, London W8 SDG 


laptop and organize A4 
and letter-size papers 
vertically side by side mak- 
^ - ing space for an extra shirt. Our 22" 
bag (the "nut carry-on size) holds your laptop, letter- 
size folders and binders vertically side by side, and two 
shirts, and a suit wrinkle-free (in our Suitfolder). We make 
hard-working travel goods for frequent business travelers 
and sell direct to you. Please call for our free catalog. 


Walnut or black leather 19x 13x 8' $795. 22x 14x8° $1,050. 


$t 
SOLO 32 OTIS ST. SAN FRANCISCO, CA 94103 
PHONE 415-552-3188 FAX 415-431-3999 


TOLL FREE ee ECON@GLASERDESIGNS.COM 


Parm m prit etre ensem remitte neto me recetas, WI c 





sit our web site: 
O0 WWW. konpar dircon.co. uk 








Wa 


GLASER DESIGNS 


TRAVEL Goons MAKERS 





TEL: (604) 669 0389 


The Original 


kallba ck: 


e No Deposit e instant Activation 
e No Miminum e Ideal for Home, Office, 
e No Set Up Fees Hotels and Mobile Phones 





New lower 
rates! 





e PE ve 
"E fo 


os 
S" 
na 
[et 


| “Callers get dependable, high-quality service" 





The interna. tional Heraid Tribune 


Tel: 1.206.599.1992 * Fax: 1 :206.599.1 982 
417 Second Avenue West * Seattle, WA 98119 USA 
www.kallback.com » e-mail: info G kallback com 


Super Low International 
Telephone Rates! 
| * Enhancing profitability through 


responsible environmental 
management 


* Designing environmental 
| information disclosure programs 





Fees: Residential: 


and US$ 1,000 for others.. 







Tel: 1 (212) 629-3268 
Fax: 1 (212) 629-3269 


maxinfo@maxtelecom. net 









Great r rates fam ihe U. s. 
1 (800) 965-1645  . 
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U.S. IMMIGRATION ^] 


|| IMMIGRATION TO CANADA. 


TEL: ++ 44 (171) 937 2469 ++ (498) 622 765 (26 Hrs} f 
FAX: ++ 44 (171) 795 6215 EMAIL: kenpark@dircon.conk | 


| Let our exclusive group of former Visa Officers, 
| experience, provide expert assistance and guidance to your 
immigration: process. Applications professionally and confidentially 
prepared. Our money-back guarantee is your assurance of success. 
Best Government owned and administered Investor Funds available. 
Specialists for skilled workers, businessmen and investors. 


OIC CONFRATERNITY CANADA LTD, 
823-409 sete rg ST. VANCOUVER, BC, CANADA, V6C 1T2 


ree for Cost-Effective 
Pollution Management 


A Public-Private Sector Dialogue 
Sponsored by the World Bank. 


| October 26-28, 1998; The World Bank, Washington, D.C., USA i 


Governments are discovering that working. with the private sector to 
manage industrial pollution can be more cost-effective. than a traditional 
command and control approach. Companies are learning that such. 
collaborative approaches can trim costs, improve quality, and enhance | 
| their public image. This dialogue will bring together government. and: 
| private sector representatives to highlight successiu aa uns 
lessons for managing pollution around the world. . | a 


H Who Should Participate: Corporate executives, government. officials, 
| leaders of non-governmental and community organizations, and senior staff jf 
from multilateral institutions, among others. i 


US$ 500 per participant. from World Bank borrowing countries, | 
includes lodging, breakfast, and health insurance. Travel and. 

subsistence are additional. Non-residential: US$ 200. | 
Application Deadline: September 30, 1998. 


For more details contact: Ms. Angela Gamez; | 
Fax: (1-202) 676 0959; E-mail: agamez@woridbar Korg; HE 
www.worldbank. orgledi/oubpriviee-h htm. m (also contains application form d 


FREE CASH “College. 


- Scholarships. Business. Medical bills. 


Never Repay. Toll Free 1-800-218- 
9000 Ext. G-4265 us Only. 





GOV'T FORECLOSED homes from 
pennies on $1. Delinquent Tax, 
Repo's, REO's. Your Area. Toll Free 
(1) 800-218-9000. Ext. H-4265 for 
current listings. 

















Canadian immigration Lawyer will 
| prepare Visa application and conduct 
job search for prospective immigrants. 
Very reasonable fees. Leonard 
Simcoe, Ref. E, 1255 Laird Blvd., 
#208, Mt, Royal, Quebec, Canada 
| HƏP 27I. Fax (514) 739 0795. 

Email: 76143.2031 @compuserve.com 


with over 35 years 


FAX: (604) 669 3905 


INTERNET: www. our-website.com E-MAIL -passport@iniveer ve. net 







































Agenda: The dialogue will explore government. and business os E i 
^ Managing environmental B 


and related issues - 
. Removing barriers to and promoting 5 : 


incentives for environmental 
innovation 


Tel: (1202) ara 6464; rcd 
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2ND PASSPORTS / Driver's Licences 
/ Degrees / Camouflage Passports / 13 
Countries / Secret Bank A/Cs. | Awards. 
GMG, Fax: +3120-624 1407; E-Mail: 


LUXURY SERVICED APARTMENTS NEAR HARRODS 
CHOOSE FROM A SELECTION OF BEAUTIFULLY 


100413.3245@compuserve.com: APPOINTED STUDIO AND ONE BEDROOM 
— hitp/www.gi d seg Pis APARTMENTS IN KNIGHTSBRIDGE 


ALL FULLY EGUIPPED WITH MODERN FACILITIES 
| 12 OVINGTON SQUARE 


KNIGHTSBRIDGE SW3 {LN 
TEL: 0174-581 5466. FAX: e 2912 
| E-Mail: LSuite om 
n Web: Site: HITP:/ /members.aol.com/I$uites / 





FINANCIAL ADVISORS 








a JJALL suBJECTS CONSIDERED: |) 

3 n iction, non fiction, Blograph Rali aisi A | 

F ain iiid y Religious | SAVE CLIENTS UP TO 

- [| AUTHORS WORLD-WIDE INVITED. || | 50% ON BANK LOANS! 

x3 WRITE OR SEND YOUR MANUSCRIPT TO- ; 

«Il MINERVA PRESS | w/COLLATERAL LOANS 
mee PAYINTEREST ONLY. 

ENROLL IN OUR 
TRAINING PROGRAM. 















ay & BEAVICR Sc 

"Modern, comiertabio 

Serviced Rus offering Best Value for Money. 
Unbeatable locaton in South Kensington. 

2 person apartment from £70 per night 

4 person pori i from £115 pn night 






ERIC A. KLEIN,ATTY. 
INTERNATIONAL DEVELOPING 
ENTERPRISES AGENCY (IDEA) 


PHONE: (212) 751-0800 
FAX: (212) 688-4442 (24 HRS) 
e-malt:panglob@aol.com 


— 
‘COMPANIES 


COST EFFECTIVE 
NOMINEE & MANAGEMENT SERVICES 
AVAILABLE | 


ue» 















Touris f Foard Commended 
ASHBURN GARDEN APARTMENTS 
3 Ashburn Gardens, London SW? 4DG. UK. 


Tet +4 44 171 370 2663 
AR N 


DE 
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U.S. CORPORATIONS AND 
LIMITED LIABILITY COMPANIES 
| (LLCs) SET UPINSTANTLYIN $ 
DELAWARE, OR OTHER STATE, BY M 
PHONE, FAX or INTERNET | 


Your headquarters may be anywhere in the 
USA or other country. No minimum capital 
requirements. No lawyers necessary Most 
major corporations are incorporated in 
Delaware. FREE Delaware Incorporation 
Handbook (7th Edition). Registered agent, 
shelf corporations, legal office address in 
Delaware and mail forwarding. Independent 
offshore agents wanted. VISA/MC/AMEX 
CALL ANYTIME Tel: 1.800.423.2093 
(toll free) or +302.996.5819 
Fax: 1.800.423.04523 (USA/Canada only) 
or Fax: «302.996.5818 
E-mail: inc info delbusinc.com 
Internet: http://www.delbusinc.com 
Delaware Business Incorporators,Inc. 
3422 Old Capitol Trail, Dept. TE 
Wilmington, DE 19808-6192 


—— Hd ERN 
OFFSHORE COMPANIES _ 
TAX PLANNING 

= TRUSTS | 


Since 1977, The ICSL Group has specialised in advising on the use of offshore " 
companies and trusts to achieve personal and corporate tax savings. Lf 
INTERNATIONAL TAX PLANNING 
We can provide innovative solutions to your complex tax problems. 


| We can assist you in setti ing up and managing a structure to help you achieve 
il substantial tax savings. 


BVI £275 
GIBRALTAR £275 
ISLE OF MAN £275 
IRISH £275 
BAHAMAS £275 


OTHER JURISDICTIONS AVAILABLE 









| PROFESSIONAL SERVICE PROVIDED BY 
IN HOUSE LAWYERS & ACCOUNTANTS 
CREDIT CARDS ACCEPTED 
FIDUCIARY MANAGEMENT 
SERVICES LIMITED 
13 WIMPOLE STREET 
LONDON W1M 7AB 
TEL: 0171 436 8100 
FAX: 0171 436 8188 
E-Mail: CoForm3@Fiduciary.Co.uk 
http:/www.FiduciaryGroup.com 
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To receive our explanatory booklet on offshore and international tax 
planning and trusts or to arrange a discussion, all free of obligation or 
| charge, please contact your most convenient ICSL office. Alternatively, 
visit Gur Web Site at http./www.ICSL. com. 
HONG KONG ~ Simon Hanley 
Ter 4852 2542 1177 fm: +852 2545 0550 
Email: hkeicsL. com 
















LONDON -- Peyman Zia | 
tet: $44 171 493 4244 ran 444 171 491 0605 
Emait: UK@ICSL.com 


AMERICAS ~ Paul Winder 


ISLE OF MAN ~ Diane Dentith 
tet +44 1624 BOLBOL rox +441624 801800 te: +1649 946 2828 rac +1 649 946 2895 


Email: ioméiCSLcom — 


aair 


NL tci@iCSL.com 
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WORLD WIDE 


No. 1 OFFSHORE 
COMPANY AND 
TAX PLANNING 
SPECIALISTS 


Since 1975 our worldwide staff of 
| over 275 multi- moe 
| professionals including lawyers, 
| chartered accountants, chartered 
secretaries, and bankers have 
provided confidential and cost 
effective company formation in all 
the major low tax areas. 
















SCF is one of the world 5 pese ax 
planning practices. Fully owned. and i 





All our consultants are professionally $ 
@ trained and will ensure your affairs will a 
be dealt with in an. identity ota 









© BAHAMAS 
€ BELIZE 
9€ BV ISLANDS 
@ DELAWARE LLC 
@ GIBRALTAR 
@ HONG KONG 
@ HUNGARY 
@ IRELAND 
@ ISLE OF MAN 
9 JERSEY 
LE MADEIRA 
@ MAURITIUS 
@ NEVIS 
@ SEYCHELLES 
Other Jurisdictions & Offshore Banks 
Available on Request 
LUXEMBOURG - EVELINE KARLS 
Tel: +352 224 286 Fax: +352 224 287 
FINLAND - JENNY KOMPULAINEN | 
B veh «358 9 6969 2569 Fax «358 9 5969 2555 | 
E HUNGARY - LASZLO KISS BSc (Econ) 
Tal +96 1351 9959 Fax: «36 1 351 9058 
CYPRUS - CHRISTODOULOS VASSILIADES 
Attorney-at-Law 
Tel «357 2 473211 FAX: +347 2 463463 
SINGAPORE - DIANA BEAN 
Tet +65 535 3382 Fax: «855 535 3991 
HONG KONG - RAYMOND CHOI 
MBA MLIA (Dip) 

Ten «852 25220172 Fax; «852 25211190 | 
SHANGHAI - BART DEKKER LLM 
Tei: 486 21 6248 4355 Fax: «86 21 6248 1421 
USA WEST COAST - AICS Ltd 
KEVIN MIRECKI Atcorney-at-taw 
Tei 41 714 854 3344. Fax: «1 714 854 6967 
For immediate Service & our Free 110 

Page Colour Brochure Contact: 
ISLE OF MAN - C W FORSTER 
OVERSEAS COMPANY 
REGISTRATION AGENTS LTD 
PO Box 55, Ramsey, 
isle of Man, Great Britain, IM99 4EE 
E-mail: econamist@worid-mail.com E 

TEL: +44 1624 815544 
FAX: «44 1624 817080 
LONDON - RICHARD COOK, BSc 
Tek «44 171 355 1096 Pax: «44 171 463 4973 
1509002 CERTIFICATED 


$500 
$500 
$500 
$495 
£250 
$450 
$1995 
£225 
£250 
£495 
$2250 


& ANNUAL FEES 
P GUARANTEED 
p 
LONDON OFFIC ICE 
e 90-100 SYDNEY ST, 
$575 | CHELSEA LONDON, 
$350 | SW3 NJ 
TEL: + 171-352 2274 


FAX: + 171-873 9688 
[ E-mail: offshore@scfgroup.com | 


| FREEPHONE: 0800 262 856 

www.scfgroup.com 
DUBLIN OFFICE 
21-29 LWR PEMBROKE ST, DUBLIN 2- 
. TEL: + 353-1-662 1388 
FAX: + 353-1-662 1554 _ 
E-mail: aiaei jolie 



























































B Athens, Budapest Libo, Monaco Moscow, : 
Nicosia & Sofía. | E 


For a free colour brochure on mE 
how you can save taxes please MB 
| complete this coupon below: 


E Name 
| Address 
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operated by lawyers and accountants. $ ee 
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OUTPUT, DEMAND AND JOBS swedish GDP grew "e 4.1% in the year to the cud a quar- 
ter, up from 2.4% in the year to the first quarter. America’s unemployment rate was un- 
changed in July, at 4.5%. Britain's jobless rate fell to 6.2% in the three months to June. German 
industrial production fell by 1.9% in June, leaving it just 0.9% up on a year earlier. 

































































% change at annual rate. pham ; | 
i "GP The Tenan st por Aes iste pente inr al rubber prices stable, bought 20,000 
3 mthst 4 year 1998 1999 3mths! 1 year 1 year latest yearago ' tonnes of rubber for its buffer stock this 
Australia +53 449Q +30 +28 +65 «42Q  - 128 q 83.4 87 Week, after prices fell below its *may-buy" 
Austria tee ad Oe 28 428-136 «254 nive AS ef 45. marker. It has the money to buy about 
Belgium +58 +460) +28 +27 na +56 Aor — » 46 wx — 329 w — 1337 | 30,000 tonnes of rubber, which is not 
Britain — — « 21. +260 * 22 +13 — + 42.» 02 wn * 23 on 62 w* 72 | enough to shore up prices, given weak de- 
canada A ee La E in NEIN: om Re —á35— | mand for tyres in the wake of Asia's col- 
nma - f. *370 +29 + 2. “21.2 — 3.3 May ~ OF iun 9 Jun . | tu ` 
noo Sa a ee Deena poaren wantin 
Germany s33 4380 ^26 428  -38 4093n -31n 109m 116 | tervention prices to rise; some may leave 
italy C04 425o +21 +28 -07 +42 in + 13-My 120m 121 | the agreement and form their own cartel. 
japan 753 -3J7q -14 «0S -192 -79.w -25 My 43x 34 | Malaysia has already said it will pull out. 
Netherlands +49 +42 Q1 +36 + 34 - 03 +35 uy +16 ar 42 un 58 | If Thailand, the biggest producer, leaves, 
Spain + 37 * 37 1 +38 * 38 ^  »32 +55My —^ ni ' 189 ap? 21! | INRO will lose a sixth of its budget. 
Sweden 478 4102 +28 «30 - 40 + BO Apr +40 May 69 m 88 | 
Switzerland +19 +2401 +19 +20 na 4103 qu + 15 May — 35 wt — 50 — | q990-100 % change on 
United States + 14 + 3502 +33 «23 + 2.5 + 37 im + 7.6 jun 45 Jui 4.9 | Aug 4th Aug Tith* one one 
*Not *Not seasonally adjusted. t Average of latest 3 months compared with average of previous 3 3 months, at annual rate. : tNew series, SApr- Jun; daimant count | oth year 
rate 4.7% in July. **Apr-iun. | Dollar index 
: ! : Kao PRO CE CUM ANM EN MERE Ree 90.5 809 - 04 -211 
PRICES AND WAGES American workers received a pay rise of 4.2% in the year to July, a | Rod 1046 1039 -— 10 -188 
real increase of 2.5%. In the same month, the 12-month rate of consumer-price inflation de- | industrias Sti‘; ;72;73STSCté<CS;72C;CS*W 
clined in France (to 0.8%), in Germany (to 0.9%), and in the Netherlands (to 2.0%). Producer | All 78.2 778 +03 -235 
prices fell by 0.3% in Japan in the year to July, and rose by 0.8% in Britain. | Nat ^ — 935 ^ 936 +18 -183 
| Metals 68.9 62 - 09 -274 
% change at annual rate The Economist poll | Sterling index 
Consumer prices* consumer prices forecast Producer prices* Wages/earnings | All items 98.9 983 - 01 7-237 
thst tear 1998 199 —  3mths!iyear — — 3mths! — 1year — | food naa ^ 136 - 07 -216 
Australia — +24 + (07 2 eit +22 +13 +11Q +05 +28% | Industrials MEM | DE 
Austria — — «09 09 A +12 +15 -17 -039 m m | Aj ^ 854 850 * 06 = 26.1 
Belgium — 231! -* 10) — -*14 *17 *01 OT My +33 *23q 4| Na! — 102 ^ 1023 «21-211 
Britain — —— * 76  * 37 We — |: £32 *28 ; 903 + 08 dul €: +68 + 50 May — | Metals 753 ^ — 745 ~ 06 -298 
Canada lt 15 + 1.0 dunt? ORA £48 -04 - 0.3 Jun + 4.1 + 09 May | SDR index 
Denmark +33 417 un +20 +26 +10 -O1 un +31 + 39 Nw* | Alitems 92.5 922 +00 -194 
France +09 + 08 Ju £310 415 -20 -O? mn +14 +26 QI | Food 107.0 1066 - 06 -—171 
Germany + 24 +09 Xu Č +11 +16 -23 -223m na + 16 Mary | Industrials - | cs 
Haly — — — * 15 * 18 O *18 *22 ^  -09 *04 xn — «21 *»26/w | Al — 1799 — 797 * 08 -219 
Japan +20 +01 +03 -02 +17 -03m ^m O01 May |  Nfal 95.6 96.0 22 -166 
Netherlands - 11 «20.4 +22 +25 -34 ~09 wn +24 +28 ww | Metab 70.5 699  - 04 +258 
Spain — » 18 *22)4 *20 +25 -12 -02s» +32 *290 J| God mE 
Sweden na +06 ut +06 +11 "ed. 5 EO xn 4 39 +22 Mat | $peroz 286.95 28475  - 31 -127 
Switzerland (208 +01u | +02 +09 i / - 09 un na +05 1997 | Crude oil North Sea Brent 
United States _ +20 + 17 Jun " 17 + 26 + 03 08 jun "n 39 442 | | $perbarel 12.65 1188  - 97  -364 








E HOT DRINKS World hot-drinks sales 
reached $53 billion last year, 23% more 
than in 1993, according to Euromonitor, a 
market-research firm. Patterns of coffee 
and tea consumption vary greatly. Most 
nations, though, drink more coffee than 
tea. The biggest coffee drinkers are the 
Swiss, who consume 8.7kg of coffee each a 
year. For all their espressos, Italians drink 
only 2.8kg of coffee each a year. The Irish 
are by far the biggest tea drinkers: they 
brew 3.6kg each a year, far more than the 
second-placed British. Tea is also popular 
in Turkey, Egypt, Hong Kong and Russia. 
Coffee is becoming more popular in many 
tea-drinking countries, such as Britain. 
Nevertheless, health concerns are encour- _ 
aging people to switch to decaffeinated - 
coffee and herbal tea. 
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COMMODITY PRICE INDEX E 
BÉ The International Natural 
Rubber Organisation (INRO) has inter- 
vened in the market for the first time since 
December 1993. INRO, which aims to keep 


i The | 
Economist 

















* Provisional. 7 Non-food agriculturats, 
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| STOCKMARKETS 


enman 


Share price indices 





in local 


| The falling yen, trouble in Asia, and disappointing profits sent markets 
tumbling. Frankfurt ended the week to August 12th 4.1% lower, Tokyo lost 3.8% and London 
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Dec 31st 1997 
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M INTERNATIONAL MERGERS The |. 
boom continued in 1997. The value of | 
cross-border mergers and acquisitions 
rose to a record $341 billion, according to 
KPMG, a firm of accountants. That was 
20% more than in 1996. Several recent 
huge deals, such as this week's oil- 

































— — ES | ndustry 
aumata acc S —9* | acquisition of Amoco by BP, it. tC 
ustia — 5858 + 81 +95 | ; ree: 
Belgium | sno sag | even higher total this year. 
un ee I NUI. QNT I nee CONS + $3 — mergers and acquisitions à 
Canada — 7 64954 — 78223 62400 . - 35 - 44 -170 - 30 - &s bulk of global foreign d 
Denmark 6105 1788  — 6671 = 46 — » 61 ^ -139  - 08 « 05 | (FDI) For example, it made 
j meme. ... 25:43 — 27997 — 18731 — - 09 — 1322 — - 95 + 303 ^ «318 | into America in 1996, 
DD MM eeu LL SUIS M o 581. 091... ee T deals invoke kens fror 
ap BV, . , UMB7T. 16544. 10532. - 19 — 4998.  -124  « 36 — 4339 | Ks 
coj Japan wt 08 ^ -103 | 
; Netherlands — — 1,1493 13156 — $8920 — - 32 4228 < -i + 258 $279 | 
oi Spin — ——— + 370 +387 | 
m Sweden — 34602 ^ 39556 ^ 28531 -45 «f Jo -w + 1453 4133 | 
(| Switzerland —— 7,6075 — 84120 — 60821 ^ - 42 +33 — - 96 + 214 1195. | $80 billion. This wa 
E United States —— 8,5530 — 93380 — 7.5804 + 01 — |» 79 ^ - 84 + 82 * 82 ; and British compan 
| World? 1028.3 11430 8965 ~ 1 EC NECS NALE C en + 98 | iE 
i “Morgan 5taniey Capital International index includes above markets and eight oth 
PsC EE ENIM ae ey | 
| MONEY AND rnment-bond prices rose as investors fled plunging | 
| Stockmarkets. American Treasuries did particularly well, with yields on 30-year bonds hit- | 
| ting 5.55%, a record low. So did German bunds: 10-year yields fell to a record low of 4.36%. | 
| Money supply* " Interest rates % p.a. (Aug 12th 1998) | 
| % rise on year ago over- 3-mth money market ^ banks  bondyields ^ Eurocumency | 
(| leo Arw broad ^ night — latest — yearago prime gov't? corporate — 3mths bonds | 
| Australia — 103 +55 lm 500 ^ 515 491 — 875 $62 616 500 552 | 
| Austria +58 +19 Ma 338 360 3.45 |, 650 — 474* na — na 558 | 
| Belgium +36 +51 Av 337 349 (358. . 725 469 $94 356 423 | 
| Britain — — 455 +90 uw 597 766 719 850 557 602 763 610 | 
| Canada 4126 *49 in 468 480 317 650 5.50  602** 506 S545 | 
| Denmark — m +a? wm 42 ais — 388 875 $71 04 419 "AS. | 
j France — 5.5102 *51 n — 338 — 350 — 335 — | 655 — 454 483 — 352 418 | 
| Germany —— *62 +43 wn — 339 — 350 ^ 327 ^ 490 ^ 442 445 350 420 d | 
| Mal — cag Bie AT 12 n 1206 481 088. ; (08 .— 4/9. 523 483 44 | 
| Japan | Se ai OERE i ae 185. 048. 104€ — 0m. 0m | 
| Netherlands +71 +74 Ax . 3:32 333 — 334 | 525 454 495 339 415 | 
| Spain — — —*114 +17 in — 433 ^ 435 ^ $35 40 1,569 — 500 4 431 434 | 
| Sweden na +28 jm 400 4.19 421 . 820 475 493 448 461 | 
| Switzerland — «56 +08 un 156 188 144 350 3.03% 322 178 — 235 | 
| United States +09 410.1 un 547 547 5.55] 850 539 661 606 537 | 
| Ten-year bond rates (United States 30-year 5.62%, Japan No.182 1.18%). #Aug Sth. "*Aug IOth, — ^ ^ ^ 7 | 
jJ * Narrow: M1 except Britain MO, broad: MZ or M3 except Britain MA. Sources: Banco Ambroveneto, Banco Bilbao Vizcaya, Belgian Bankers Assn, Chase , 
i^ Manhattan, CA IB Investment Bank, Commerzbank, Crédit Lyonnais, Credit Suisse First Boston; Den Danske, Deutsche, Generale, 4P, Morgan, Paribas, Royal 
| Bank of Canada, SE-Banken, Svenska Handelsbanken, WEFA Group, Westpac, Datastream ICV Rates cannot be construed as banks’ offers. 
| : 
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| TRADE, EXCHANGE RATES AND RESERVES The yen fell to an eight-year low against the dollar as investors | 
| Japanese government's will to cut taxes and reform the country's banks. Its trade-weighted value slipped by 1.1% in the week to August 12th 
| Japan's trade and current-account surpluses narrowed slightly in June, but both 12-month totals widened. 
| mE Trade balance*, $bn Current account, $bn Exchange rate Currency units per $ Currency units Foreic bn | 
] latest latest 12 latest 12 mths trade-weighted! Aug 12th year ago per per —— per per latest — yearago J: 
j month months Aug 12th  yearago £ DM ecu euros n? 
1 Australia  - 049 un - 24  - lj6Q! 818 X 9358 ^ 168 134  . 23 094 186 — 187 148 wv 157. rE 
j Austria «1.29 Q8 - 49  - 32 Ma .... 1036 | 1019 125 29 204 704 139 1382 198 xe 206 | 
e Belgium + 087 hn +116 + 135 Mx — ^ 1032 . 1014 366 — 379 596 206 40.6 40.51 19.7 un 168 i 
| Britain - 3.04 May - 266  - 020! 1038 . 1007 O61 063 ee ee - . 035 068 069 301 Ma 352. | 
| Canada + 7.16 May +137 ^7 - 120! Č a sa — 3152 139 O 2a 085 168 169 198i 211^ | 
j Denmark + 007 May + 30 + 050 106.2 1038 6.76 698 1101 . 381 750 750 ^ 1567) 167 | 
| Frane — + 241 M». t 302 . 4+ 3992Mx —— — 1066 1040 — 5.95 6.18 969 ^ 335 ^ 661 659 365 Am 302 | 
| Germany + 795 May +751 + 39 Wa 1050 1021 177 183 2 88 =  — 197 196 79.8 un 808 | 
: kaly + 274 May +269 4 305 Mx 764 756 L751 1793 2853 |. 987 1944 1946 467 n — 422 | 
| Japan — + 970 ne ANBI O Hi2 me — 1062 1346 146 16  . 238 8213 tez 160 2088 Mw 2206. | 
| Netherlands + 0.87 a55 « 164 + 22104 — ^ 1026 —— 1008 —— 200 — 206 326 — 113  — 222 221 ^ 228 e — 271 | 
i Spain Z 160 May - 193 REL. NER ITA EROS NERA i 195 245. 849 — 167 — 167 — 672 wn — 634 | 
| Sweden — « 152 uo 4 174 ^ « SB My — 834 — 851 $808 799  . 132 455 89] 896 jx i43. | 
| Switzerland — « 0.13 Apr + 02 — — «2110! ^ 1063 ^ 1053 — — | 148 591 A 084 7 165 163 348 un — 350 | 
| United States -22.80 May -2146 -1654 Q1 1145 | 1055 " = 1.63 0.56 1 1412. 1 601 un — 568 | 
Sere bean: France, Canada, Japan and United States imports fob, exports fob. All others cifflab'1990=100, Bank of England. Excluding god ME dean 77 77 
1 .. §Forward tates for delivery January 1st 1999, catculated by LP. Morgan. $&Not seasonally adjusted, 
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B SOUTH KOREA It has been a miser- 
able year for South Korea. The country's 
GDP, which grew by 5.5% in 1997, is ex- 
pected to contract by 4.7% in 1998, accord- 
ing to the OECD's recent survey. Unem- 


 ployment is soaring, from 2.6% in 1997 to 


| a likely 7% in 1998. As domestic demand 
_ has collapsed, the current account has 
| shifted from a deficit of $8.2 billion in 


1997 to a surplus of $14.4 billion in 1998. 
But the OECD reckons that South Korea's 


| economy could grow by 2.5% in 1999 if 
 companies' balance sheets improve and 
| government fiscal and monetary policy 
_ becomes less restrictive. That all depends 
, on how quickly firms restructure in the 


face of high interest rates, a credit crunch, 


. big falls in asset prices and increasing 
competition. It also depends on how Kore- 
_ ans react to greater uncertainty about their 
| jobs and wages, and how investors re- 
| spond now that the country has lifted bar- 






















riers to foreign capital. 


Unemployment 


Balance of payments 
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| % change on year earlier Latest 12 months, $bn Foreign reserves, $bn 

| ‘GDP industrial Consumer Trade Current Latest Year ago 

| production prices balance account 

| China + 6.8 g + 79 d$ ~ 4.3 dun +45.0 un — +246 197 — 140.98 un — 12095 — 

| HengKong  - 2859 - 400 + 40mm -168 am  - 6.1 wer 964 wy 666 

| mda — + 431997 + 52 un + 105 May - 70 M» — - 62 199" — 243 nT 

| Indonesia - 62205 1070 s 720) 41J May 5805 | ]BO ka —— 203 — 

| Malaysa —— - i8o ~60un + 824 +6400  - A8 997 OOO 19.7 may 263 

| Philippines + 170) -118 Apr + 106 6 — - 76 Mw — - 35 Qq 93A 302 — 

| Singapore «160 — — 09» - 02A»  - O55 1360 o 719 uy 8045 

| SouthKorea -380 - 133 wn + 73) —— 4247 ut 4234 in 508 wn 341 

| Taiwan “$590 4 S4An. F Oba 3 4 +S) — 570 8303 900 

Thailand - 04 sw -175 wg a lOO M +48 my å 4299 267 May 323 

| Argentina — t690 /.. + 59 hm —— * 2» COM A. SG 228 wn 197 

i 
South Africa NES 1 OQ ~ 37 May P 5.2 jun + 15 hn = Tlg 5.3 May a7 
Turkey — 7 4 720) + 240n + 8540 -222 a - 2A Mw 3185 a eT 
Czech Republic - 090. + 5.0 wn 104 iu = 25 5n. - 35m 10.8 jun 10.8 
Hungary — « 490: +183 y  « Miu BO me - Màj — 101 Av BO 
Poland + 659 «47 + 122 un O -MB in - 42 un 243 n, 194 
Rusia — — - l6q -25m + 4 Qu 41472» — 4330 112 an 204. — 

*Estimaté. "iricdludes gold. £Visible and invisible trade balance, SNew series. P 
o SONARA = earen aeaa ir sree 


| FINANCIAL MARKETS | 1 batterec 
| kets. Bangkok hit an 11-year low and Kuala Lumpur a ten-year trough. Hong Kong fell to its 
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ECONOMY 3 
GDP growth, to 1.6% in the second quarter from 6.1% in the first quarter. Malaysia’s industrial 
production fell by 6.0% in the year to June, its fifth month of decline. Indonesia’s consumer 
prices rose by 72.0% in the year to July, up from 5.0% in the year to July 1997. 























The falling yen and fears of a Chinese devaluation battered mar- 


lowest level for five years. Manila slumped by 14.3% in the week to August 12th. Moscow 


| plunged 23.6% as Russia's economic troubles deepened. 


uu , Currency units Interest rates — Stockmarkets _% change on 
...Ber$ ^ Perf short-term Aug 12th Dec 31st 1997 
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: Sources: National statistics offices, central banks and stack exchanges, DatastreamviC v. EIU; Reuters; Warburg Dillon Read, LP. Morgan; Hong Kong 


Monetary Authority: Centre for Monitoring Indian Economy, Bank Negara Indonesia; Malayan Banking; Philippines National Economic and Development 


| Authority; Hoare Govett Asia: FIEL: Baring Securities; Merrill Lynch; Bank Leumi Le-brael: Standard Bank Group; Akbank; Bank Ekspres: Deutsche Bank: 


|o Russian Economic Trends. 
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A sharp drop in exports contributed to a slowdown in Singapore's year-on-year 
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The source 
of aerospace 
solutions. 

On any scale. 


At AlliedSignal, we understand 
that being the world's best supplier 
of aerospace products means more 
than just being the biggest. We 
know that to be vour source 
requires an unwavering commit- 
ment to satisfy all of your needs. 


Big or small. 


That means offering a comprehen- 
sive range of aerospace capabilities. 


So whether it takes the latest 


electronic and avionic systems, 


most reliable engines, advanced 


- 
Le] 
L4 


aerospace equipment systems, 


comprehensive technical services, 


-~ e e e e e O n ee es A 


world-class repair and overhaul, or 


all of the above-we've got answers. 


In other words, when it comes to 
aerospace products and services, 
we can take care of every little 


detail. As well as the big picture. 


lliedSignal 


AEROSPACE 





http://www alliedsignal.com/acrospact 
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"With the Passat, VW has not only caught up with 


BMW and Mercedes; the VW even looks set to overtake them.” 


“Source: ‘Auto Motor Und Sport’. Passat v BMW 3 series v Mercedes C-class. 


— The Passat. The new Volkswagen. 
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Talking Turkey 


RS 


SiR—As a Cypriot who is still suf- 
fering the consequences of the 
Turkish invasion of 1974, I cannot 
but agree with your general posi- 
tion that Turkey and Europe 
need each other ("Dark in the 
east", August Ist). In fact, Greek- 
. Cypriots stand to benefit the 
- most from the prospect of a west- 
ernised Turkey meeting the pre- 
requisites for entering the Eu. 

It is true that Europe should 
make some gestures of goodwill 
towards Turkey, making it clear 
that the country's Islamic charac- 
ter poses no obstacle to its Euro- 
pean aspirations. At the same 
time, however, it should also be 
made clear that Turkey must 
make concrete moves towards 
improving its human-rights 
record and abiding by interna- 
tional law. It is in this respect that 
Cyprus is a key issue. 

The biggest mistake the West 
could make is further enhancing 
its ties with Turkey without tangi- 
ble evidence of progress over the 
problem of Cyprus. 

New York PHILIPPOS PHILIPPIDES 


SiR—You say that Europe should 
take the first step towards Turkey 
by making it clear that it has as 
much right to join the Eu as the 
other applicants. In December 
last year, the gu concluded: “The 
Council confirms Turkey's eligi- 
bility for accession to the Euro- 
pean Union. Turkey will be 
judged on the basis of the same 
criteria as the other applicant 
states." Like all other candidates 
Turkey first needs to meet the cri- 
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teria for membership, including 
protection of human rights and 
the ability to compete on the 
European market. 

You also recommend "regular 
inspections of how Turkey is 
doing". The £u already presents 
regular reports on Turkey's 
progress and will continue to do 
so, just as with the other candi- 
dates. In addition, the European 
Commission has developed a 
"European strategy for Turkey" 
which will help the country to 
harmonise its legislation to EU 
norms as well as launching its 
participation in EU programmes. 
The xu is not slamming the door 
in Turkey's face, as you assert. The 
door is wide open and will 
remain so until Turkey has 
walked through it. 

LOUSEWIES VAN DER LAAN 
Foreign Affairs 
Spokeswoman 

for the European 


Brussels Commission 


SiR—Turkey is not geographical- 
ly nor culturally in Europe, and 


the implicit and explicit frame- 


work of assumptions upon 
which the ru was founded and 
operates cannot accommodate a 
country so culturally and histori- 
cally different. 

There is no public support for 
Turkey joining the Eu in the 
union generally and still less in 
Germany specifically, where the 
problems of integrating a sub- 
stantial Turkish minority are 
plain to see. The obfuscation of 
this perhaps unpleasant reality 
by opinion leaders only gives 
encouragement to the forces in 
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Turkey seeking to stamp on the 
Muslim religion. Their misguid- 
ed hope is that Turkish society 
will be regarded as sufficiently 
Europeanised for £u acceptance. 

The folly of admitting Greece, 
which has obstructed and black- 
mailed its way through most of 
its 17 years of membership and 
whose posturing over Macedo- 
nia and unfinished business 
with Turkey are the shame of a 
supposedly mature and peaceful 
Europe, would be dangerously 
compounded by the inclusion of 
Turkey. 

Europe and Turkey need each 
other and can help each other, 
but the relationship must start 
from a candid assessment that 
we are unlikely ever to converge 
culturally, politically or econom- 
ically enough for a full marriage 
to work. 

Turkey is not being singled 
out in this regard; the same 
analysis can apply equally to 
many Balkan territories, Israel or 
North Africa, The hidden agenda 
of those advancing the Turkish 
cause in many cases includes the 
dilution ofthe Eu into little more 
than a free-trade area. 

London THOMAS BROWN 


Sin—I was surprised by an article 
about Turkey's Kurds ("Down but 
far from out", August Ist) imply- 
ing that Greece "turns a blind 
eye" to terrorist activities of the 
PKK. Such an allegation has not a 
shred of evidence to support it 
and may indeed further fuel 


Turkish propaganda. 
V.S.ZAFIROPOULOS 
London Ambassador ofGreece 


Assessing Ataturk 


SiR—Mustafa Kemal Ataturk 
(August Ist) was not responsible 
for the slaughter of millions of 
Armenians and Greeks during 
the first world war. But after- 
wards survivors of the Armenian 
genocide returned to their his- 
toric home in Anatolia to areas 
which were supposed to be part 
of the French and American 
mandates. They were driven off 
by Ataturk’s forces, finishing the 
plan of genocide executed by his 
Ottoman predecessors and mak- 
ing him just as guilty. The laws 
his government enacted further 
prevented the return of Armeni- 
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ans and confiscated their lands 
and property. | 

The nation that Ataturk built 
is not unified and happy. For 20 
years a civil war has been waged 
by the large and oppressed Kur- 
dish population in which tens of 


thousands have died. 
Santa Ana, 
California RAFFI KOJIAN 


Six—Whatever his human fail- 
ings or authoritarian tactics, 
Ataturk isa genius ofhistory who 
deserves to be studied, known 
and appreciated. Following his 
military victories against occupy- 
ing foreign armies, he led his 
nation into the modern age, forg- 
ing a new, western-leaning, secu- 
lar republic from the ashes of the 
Ottoman empire. His transfor- 
mation from a man of war to one 
of peace, and his guiding princi- 
ple of “peace at home and peace 
in the world”, should serve as an 
inspiration to everyone. 

Dallas RACHELAMADO 


pasha ala = Pe Nate A SS alee 
Bargain hunting 


Sik—Your Economics focus 
(August Ist) overlooks one point: 
fairness. You say that many cus- 
tomers "dislike being expected to 
bargain with shifty car-dealers". 
One reason is that they are never 
sure if they have received a fair 
deal. The true value of any prod- 
uct should be whatever someone 
is freely willing to pay for it. How- 
ever, many consumers are 
uneasy with their ability to set 
this “value” and seek comfort in 
the masses. And whereas one can 
readily compare the relative 
price of smaller-ticket items 
while standing i in the supermar- 
ket aisle, this is simply not possi- 
ble with some purchases. 

Many consumers would wiil- 
ingly pay more for an item if they 
were sure they were paying the 
same price as everyone else. “No- 
haggle” pricing caters to those 
who are tired of being taken 
advantage of. This may not be for 
everyone. Many consumers 
enjoy the “thrill of the hunt"; 
painstakingly researching all 
options and waiting to pounce 
on an unsuspecting salesman to 


get the ultimate deal. 


Omaha, mE 
Nebraska ee 
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Professionals in Web-based electronic commerce 


Fixed income, equities, forex, futures and options, 


OTC products - in all the key investment 


categories, electronic commerce is opening up 
new and unparalleled business opportunities for 


us and for our clients. We're ready to conduct 
as much of our business on the web as our 
clients want - and they're telling us they want 
the lot, from front to back. : 

If you have 2 or more years experience in any 
of these product areas, we're inviting you to 
consider joining us in roles that will see you 
managing projects that are absolutely key in 
our quest to become one of the world's few 
authentic global investment superbanks. 

These are roles that are as much about client 
relationship skills and the business of 
investment banking as about technology: 
with some of the most talented developers 
in this or any business, you can count on 
technological platforms to drive your most 
ambitious business plans. 2 

But with an intimate knowledge of a NS 
product area, you'll be able to develop new 


product concepts and equally new way 3 of 
delivering them, instead of having your ideas 
and ambitions limited by the current state 

of back-office technology. You'll work with 
exceptionally talented people, including IT 
specialists whose reputation extends way 
beyond the investment banking sector. And 
you'll work with a bank that’s totally serious 

in its ambitions to become one of the few 
global players in investment banking, and one 
that's ready to take calculated risks to reap 
disproportionate rewards. However, the essential 
qualification is the ability to actually deliver 
business value at least every three months. 


Send your c.v. quoting reference: E: 22/H/98 to 


Camilla Bray, IT Recruitment, Kleinwort Benson - 
Limited, PO Box 560, 20 Fenchurch Street, - 
London, EC3P 3DB U.K. Fax --44 171 475 5801. 
E-mail ITRecruit&kben.co.uk 


For further details of other current vacancies, 


see our website: 
http://www.dresdnerkb.com/recruitment/IT 


Kleinwort Benson Limited is a member of the Dresdner Bank Group. 
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P| The Inter-American Development Bank, 


_ | the largest regional multilateral development institution, based in Washington, 
-F DC, is now reviewing candidates for the position of: 


SOCIAL DEVELOPMENT SPECIALIST- 
INDIGENOUS PEOPLES AND 
COMMUNITY DEVELOPMENT 


| FUNCTIONS: Assist the Indigenous Peoples and Community Development 
. Unit in providing the operational and other departments of the Bank with 
guidance on issues affecting indigenous peoples, on social impact analysis, 
consultation, resettlement and other community development issues. The 
specialist will help develop the Bank's policy and strategies on indigenous and 
` community development issues, will participate in the review and monitoring 
of Bank operations, will help develop the department's research program and 
will support operational departments in the preparation of new projects. 


REQUIREMENTS: It is the responsibility of the candidate to provide at the | 


time of submission of the application all relevant information to demonstrate 
that he/she fulfils the following requirements: Education: Masters’ degree in 
Anthropology, Sociology or equivalent, Ph D. preferred. Experience: At least 
eight years of professional experience in community development projects in 
Latin America and or/ the Caribbean, including at least five vears of 
experience in projects with indigenous peoples. Languages: Fluency in 
| Spanish and English. Working knowledge of Portuguese and/or French, is 
desirable. Any major Latin American indigenous language would also be an 
advantage. Interested. applicants should send a cover letter and resume 
including salary history (in duplicate) by September 15, 1998, to: 


LB/SOC-IND 
Inter-American Development Bank Stop E0507 
1300 New York Avenue NW, Washington, DC 20577 USA 
or FAX Q02) 623-3014. 


As a reflection of its commitment to its borrowing member countries, the 
Bank may require staff to accept assignments in both country offices and 
headquarters. Only those applications which best match the requirements of 
the position will be acknowledged. The IDB encourages gender equality in its 
hiring practices. 


The Kenya Gatsby Charitable Trust is implementing a joint 
micro-finance capacity building programme for the 
Consultative Group to Assist the Poorest (CGAP) and the 
Department for International Development (DFID). The 
programme seeks to increase local private sector capacity to 
deliver appropriate, high quality training and technical 
assistance to the micro-finance sector on a sustainable basis in 
East, Central and Southern Africa. Applications are sought for 
the posts of: 


PROGRAMME MANAGER 


The programme manager will direct the programme and be 


accountable for achieving the objective. This will involve a wide 


range of responsibilities from the development of the business 
plan, through to day-to-day management of activities and the 
| programme team. Achievement of the objective will involve 
close, effective liaison with many stakeholders in the micro- 
finance sector across the region. In addition to managing the 
core programme team, the role will involve identifying and 
deploying expertise from leading international specialists. 


A highly enterprising individual is sought with strong 
communication skills. The successful candidate will be a 
graduate with at least five years professional involvement in 
finance. Direct experience in micro-finance and team 
management is essential. Knowledge of the micro-finance 
sector in Africa will be a major asset and some specific 
experience of working within the region is necessary. Previous 
work in delivering training and technical assistance services is 
highly desirable. 


MICRO-FINANCE TECHNICAL EXPERT 


The micro-finance technical expert will be responsible for 
providing specialist technical input to the programme. Specific 


International Banking Advisors 


Eastern Europe and Former Soviet Union S 


The Department of the Treasury is recruiting individuals on a competitive basis to 
serve as short term and resident financial institutions advisors to Ministry of- 
Finance and Central Bank officials in transitional and emerging economies. - 
Intermittent advisors will work on an as needed basis in various countries,- 
predominantly in Central and Eastern Europe and in the former Soviet Union. We] 
are currently looking for a resident advisor for placement in Ukraine, but will 
place advisors elsewhere in the region as positions are developed. PT 


Qualifications: We seek experts in banking and finance who are able to advise . 
officials on areas such as: the reform of insolvent banking systems, bank 
privatizations, payment systems, asset disposition, bank supervision and regulation, 
monetary policy operations and. macroeconomic analysis. Ideal candidates would | 
have experience at the RTC, FDIC, other agencies regulating financial institutions, 
or the Federal Reserve, Prior overseas work in the financial sector in challenging - 
environments and knowledge of a regional language would be distinct advantages. 
While technical skills are essential, the ability. to gain the confidence of the host 
officials and provide sound but realistic advice in an emerging market environment 
are critically important. Candidates must be U.S. citizens. 
Salary and Benefits: Salaries will be negotiated in accordance with program 
regulations, resident and intermittent advisors will be hired as personal services | 
contractors. Annual salaries may range from $72,525-$118,400 (the hourly 
equivalent for intermittent advisors), based on qualifications and salary history. 
Successful applicants will be subject to a background investigation at the 
appropriate level. T "ide s 
To apply send resume with cover letter and US Government SF-171 (or OF-612) 
within 14 days of the appearance of this notice to: 
US Department of the Treasury 
ATTN: FIT/Dean Ergenbright 
1730 K Street, NW, Suite 204 
Washington, DC 20006 
Applications will not be acknowledged; only applicants to be interviewed will be 
contacted. For application materials, please call: 202/622-5043 
The US Government is an Equal Opportunity Employer 





areas to be addressed include the development of new tools 
and courses and establishment of systems to track institutions 
and service providers. 


Strong finance skills, at least three years experience in micro- 
finance and a university degree are essential. Experience of 
working in the region and in the delivery of training and 
technical assistance is highly desirable. 


TRAINING TECHNICAL EXPERT 


The training technical expert will be responsible for 
supporting all training activities undertaken within the 
programme. Specific areas of work will include training needs 
assessment, training of trainers, new course design and course 
quality management. 


Strong training skills, at least three years experience in micro- 
finance and a university degree are essential. Experience of | 
working in the region and in the delivery of training and li 
technical assistance is highly desirable. 


SUSCI CY ASSI D IDEE Lal 


Remuneration for all posts will be internationally competitive | 
and commensurate with qualifications and experience. - 5 
Qualified applicants should send their curriculum vitae and a LH 
covering letter to both by 11th September 1998: 


Kenya Gatsby Charitable Trust, AFCAP, P O Box 44817, 
Nairobi, Kenya | 
(Fax: +254 2 311068/212648, E-mail: kgt@formnet.com) 


Brigit Helms, CGAP Secretariat, The World Bank, 1818 H St NW, 
Room Q4-026, Washington DC 20433, USA | 
(Fax: +1 202 522 3744, E-mail: BhelmsQworldbank.org ) 


Further details at 
http//www.worldbank.org/html/cgap/cgap.html 





U. $ Small-Cap Equities 


Our client, a dynamic, established Canadian Small Cap 
asset management firm, iS launching a new division to bui id 
a U. S. Small-Cap initiative. Rapid growth and success have 


China/Southeast Asia — International E 
and Policy, Government Relations 


General Electric* is a $100 billion global ; i 

businesses, all of which are active worldw 

reputation on technological leadership, a 

highest standards of integrity, and a sii 

achieve total customer satisfaction. G 

one of the premier companies in Asia 
major market in Asia. | 


Based in Hong Kong, your role will be t 
staff resource providing expertise in: 
ment, finance and compliance. Espe 
ability to integrate both national and 


You will have a minimum of three tà 
the workings of government. You wil 


s led to this opportunity for an entrepreneurial investment | 
Ted in economics, politics or law, wi 
prol essional. or MBA preferred. Knowledge: af 


languages is highly desirable: 


An excellent remunerations. pz 
tions. Please write or fax 
VP IL&P, 1299 Pennsylv: 
nec ue a mai 


e eally, you hold a graduate (or equivalent) degree in 
AGUS ness and have a record of success as a a portfolio 
- manager of U.S. Small-Cap equities, In addition to an | 
exceptional career opportunity, our client offers significant 
Ownership potential and an attractive lifestyle in a world class 
Canadian city. Investigate this opportunity in total confidence 
by mail or fax to either location listed below. 


1255 University Street, Suite 404 
Montréal, Quebec H3B 386 
Fax: (514) 878-1311 


Simons 


Box 427, The Exchange Tower 
Toronto, Ontario MSX 1E3 
Fax (416) 945-6602 





is ` United Nations Office for Project Services 


Institutional Development and Capacity Building Specialist 


; ~The National Long-Term Perspectives Studies (NLTPS) project, based i in Abidjan, started in 1992, Funded by UNDP, its mandate is to promote long-term mes 
the development process. During the second phase (1997 - 2001), the project will continue to build national capacities by providing, on request, technical 
1 pport, training and methodological tools for the national teams. to carry out their own studies. It will also: OM 






(aj Set up a regional system network and database which will be operated by network institutions and accessed by universities, research centers, etc; 

(b) Produce and disseminate conceptual and methodological frameworks, provide training workshops and training and provide intellectual leadership: for 
devising appropriate strategies and methodologies for the operationalisation of the results of the NLTPS studies; 

(c) Establish a network of centers of excellence to serve as the backbone for the institutionalisation of the long-term perspectives approach to 

- development management, as well as to provide the team with a tool of expertise in support of NLTPS work; 

^(d) Conduct sub- regional and regíonal studies. 


n support of this, UNOPS will recruit for the Regional Project RAF/97/016 “NLTPS” a fully bilingual (French, English), E Development and Capa 
| Building Specialist with duty station in Abidjan, Côte d'Ivoire. The Terms of reference are as follows: 


1. Develop a comprehensive institutional capacity building and education program for the establishment of long-term strategic thinking in Africa 
through academic and other institutions. 

2.  Supervise the assessment of capacities of institutions to be selected as the Centers of Excellence, 

3. Devise, in collaboration with institutions and consultants, appropriate curriculum for capacity building in strategic long-term planning and futures 

studies for institutions of the Centers of Excellence, 

Design and conduct regional workshops and seminars in long-term perspective planning for the purpose of training actors and trainers. 

Prepare training materials, including workbooks, with the purpose of creation long-term perspective studies capacity in various African countries and 

institutions. 

Develop training tool kits for training of national teams: land use by institutions. 

Develop strategies and methodology for institutionalizing the NLTPS process in Africa. 





MO cA 


; E Interested candidates are invited to submit a cover letter and curriculum vitae by 5 September 1998 to the following address and fax number. 


Marylene Spezzati, Chief 
Division for Africa 
United Nations Office for Project Services 
REF.: RAF-97-016 Institutional Development and Capacity Building Specialist 
|. 220 East 42nd Street 
: New York, NY 10017, USA 
;.. FAX: 1 212 906 6501 
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Adviser 
Population & Development 
Dakar, Senegal 


. The leading United Nations agency in the field of population and 
- development is seeking qualified candidates for the position of 
Adviser on Reproductive Health/Family Planning Organization & 
Management for the Country Support Team (CST) based in 
Dakar, Senegal. The incumbent provides technical assistance to 
countries in formulation; implements and evaluates RH/FP 
programmes in general, with special emphasis on management 
functions such as programme design, resource allocation, 
logistics, procurement, human resource planning, and monitoring 
and evaluation; and collaborates with other CST members to 
promote integrated and programmatic approaches in RH/FP. 


Qualifications: 


UNFPA seeks an incumbent with at least 10 years of increasing 
responsibility in top-level management of national RH/FP 
programmes, preceded by experience at other levels. Qualifications 
include a basic medical or nursing, and/or public administration/ 
social science degree and advanced studies equivalent to MHP in 
RH/FP management. Full command of French and English, and/or 
Portuguese, is required. Familiarity with all aspects of organization 
and management in RH/FP. including logistics, MIS, HIV/AIDS, 
STDs, adolescent reproductive health, gender issues and safe 
motherhood: and experience in advising other countries on 
management in RH/FP programmes in sub-Saharan Africa are also 
required. In addition, the incumbent should possess knowledge 
and understanding of population issues; the ability to function in 

a team environment; an open mind towards multi-disciplinary 
collaboration; good writing skills; and a willingness to travel 
outside assigned duty station at least five months per year. 


A deep commitment on issues of population and development, as 
well as a demonstrated ability to establish and maintain effective 
working relations with government officials, NGO representatives, 
U.N. staff members and others of different nationalities and 
cultural backgrounds, is essential. 


UNFPA offers an attractive compensation package commensurate 
-with experience. Resumes should be received by 10 September 

. 1998. Please send application marked VA/018/98 to: Chief, 
Personnel Branch, UNFPA, 220 East 42nd Street, New York, NY 
10017, USA; Fax: (212) 297-4908. You may also send your 
application and resume electronically to apply&unfpa.unfpa.org 
We will only be able to respond to those applicants in 
whom we have further interest. Women and nationals from 
developing countries are encouraged to apply. 






United Nations Population Fund 
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vrije Universiteit amsterdam 
Professorial Director for its 
Social Institute (ESI) m/f 
Vacancyhumber 2700.9807015 IRE SI 
The Faculty of Economics, Business Administration and Econometrics 
Professorial Director for its Economic and Social Institute (ES) = e, i 
ESI The ESI is a research institute within the Faculty of Economics, Business Administration 
and Econometrics of the Vrije Universiteit. It currently has eleven academic staff carrying 
out general and business economic research, including contract research (for the business 
community, government and multilateral organizations) and fundamental scientific research. 
(in collaboration with the faculty). mE 


Tasks The ESI's Professorial Director is its figurehead and is ultimately responsible for the 
functioning of the Institute. Together with a Managing Director, he or she is responsible for 
its day-to-day management. An essential task is the acquisition of contract research. The 
Director stimulates academic research within the Institute and is active as an independent 
academic researcher in an economic field. The Director also maintains links with the Faculty. 


Requirements A PhD graduate with wide experience of scientific economic research, attested 
by recent publications in renowned international journals. Wide experience of empirical/ 
Quantitative research; demonstrable and exceptional success in the acquisition of external 
research funding. Must possess external contacts advantageous to the acquisition of research: 
commissions; demonstrable managerial and communication skills. J 


Details in principle , the employment contract is for à permanent, LO FTE appointment. s ; 
The professorial appointment is valid for an initial period of five years, with a possibility far. 
extension. 7 Pr Se on 
Salary The salary will be in accordance with the salary scale for academic staff. a 
information Further information may be obtained from the chairman of the Appointment 


Committee Professor C.T. Timmer, tel. +31 (0)20 - 444.6024 (office hours), 

tel. +31 (082 - 362679 (private) or e-mail, gtimmer&econ.vu.at. 

http www econ vu.ni/esi/vacatures | 
Application letters may be addressed to Mrs drs. }.G. Westra, directeur beheer faculteit der. 
Economische Wetenschappen en Econometrie, kamer 24.15, De Boelelaan 1105... 

1081 HV Amsterdam, The Netherlands, : 
Please include a CV and ensure that the upper left-hand corner of both letter and envelope > 
give the vacancy number. E! 
















looking for a 








DEPUTY EDITOR/ECONOMISTS 
LATIN AMERICA (ref: EIUOIE) 
MIDDLE EAST & N.AFRICA (ref: EIUO2E) 
Based Central London / c.£21,000 + excellent benefits 
The EIU is the leading supplier of economic and political infor- 
mation to business worldwide. We are seeking two additional 
economists to join our editorial teams covering the above regions. 
The roles involve editing and writing reports, analysis, forecasts 
and risk assessments to tight deadlines. As well as regional and 
political knowledge, you should ideally have some editorial or writing _ 
experience and a solid academic background in macroeconomics. e | 
You must be computer literate (including spreadsheets), and be able j| 
to speak and write concise, clear English. Spanish/French language : 
skills would be a distinct advantage. | | 





If you would like to use and develop your expertise as part of 
a first-class team, please write with a full CV including salary details, 
to our recruitment office at the address below. Please quote the 
relevant reference. Closing date for applications: Friday 4th September. 
Non-EEA applicants would need to obtain UK work permits. 


pa ee ee ee ee ee Oe NN kerphtwup822 ee ee ee 






THE ECONOMIST INTELLIGENCE UNIT, 





FEL 


The Economist 


RECRUITMENT OFFICE, PO BOX 25137, LONDON SWIY 4WA: 
intelligence Unit — EMAIL: recruitmentGeconomist.cóm Ba 
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PROGRAMME DIRECTOR 
for an African grant-making foundation 


st Africa Rural Foundation (WARE) has its headquarters in Dakar, Senegal, and operates in 
nbia, Republic af Guinea, Guinea-Bissau, Mali and Senegal with a staff of 25 drawn from 
iub-region. WARF's mission is to help rural communities find and follow a path to self- 
WARF conducts village-level participatory processes, provides technical assistance for 
abacity, makes grants, conducts research, and publishes original work (total budget is 
mately US $1.2 million per year). : 


ew five year Strategic Plan emphasizes: 


Rural enterprise 

Gender equity in development 

Local governance 

Regional integration : 

he Programme Director will work under the direction of WARF's Regional Director arid Board of 
Governors, He or she will be responsible for all programme activities, including defining and 
planning strategies. of intervention, administration of contracts, assessment of impacts, and 
] fulfillment of WARF's obligations to its donors. a: 




















e 










begin two efforts designed to place it on the. path to becoming a financially 

Gundation that is capable of operating tò the highest-world standard. The first effort 
ing of WARF's programme management and administration, The Programme 
the primary responsibility, for developing and carrying out a re-engineering effort 
cess of review and reform of all aspects. of WARE's management of its personnel, 








cand programmes. : 
effort is building an endowment fund through contributions from donors and through 
ps with the private sector that will create income-earning assets. The Programme 
will play a key role to ensure that WARF meets expectations of its private sector partners 
me and in fuil. ` 
| Qualifications : 
|) Ideal candidates will have a post graduate degree in organizational management and at least five 
-p years of management experience with.specific experience in designing and implementing re- 
. engineering of an organization of a size similar to WARE, preferably in West Africa. Specifically 
E Candidates will have: : 
s] * Excellent communication and leadership skills 
* Proven talent in establishing and directing a modern management system 

* Computer and internet literacy 
* . Equally high ability to write and speak French and English i 
* Experience in either (preferably both) the for-profit private sector as well as the world of NGOs, 

farmers’ associations, aid agencies, etc. i 


Reply with c.v. by closing date of 20 September 1998 to: 


Foundation Rurale de l'Afrique de l'Doest (FRAO) 
Skap Amitié fü-Villa 4318 
Alles Seydou Nourou Tati 
C,£.13 Dakar-Fann, Dakar, Senegal 
Tet: (221) 824 14 00 /825 49 53, Fax: (221) 824 57 55 
E. mail: frao@metissacana.sn 


























seeks a 


DIRECTOR, DIVISION OF FINANCE 


The World Health Organization has a $2 billion biennial budget derived from assessed contributions from its Member States and voluntary contributions. 


-- The Division of Finance provides the central budgeting, accounting, treasury and insurance functions in WHO. It maintains and develops the Organization's _ 
financial standards, gives budgetary and financial advice to programmes and regional and country offices, and ensures the economical and transparent use of f 


TésOurces. 


— THE DIRECTOR WILL: 





| Direct the work of the Division and its staff. 


Liaise with representatives of Member States and other United Nations Organizations on budgetary and financial matters. 


WE Act as focal point for external audit matters. 
-F QUALIFICATIONS: 


|» Postgraduate qualifications in accounting, business administration, banking or economics, or equivalent professional qualifications. Demonstrated ability to lead 








THE WORLD HEALTH ORGANIZATION 


PROGRAMME OBJECTIVES: To provide first class budgetary/ financial advice and service to the Organization. 


* Advise the Executive Director of the General Management cluster on strategic budgetary and financial policy issues including budgetary and financial reform. 
* Develop and implement budgetary and financial policy and practices and co-ordinate with programme planning. 
© Ensure optimal and appropriate use of the Organization’s financial resources. 
. 
* 


Project Management Advisor 
LAO PDR 





















The Government of Loa PDR is working wit ernational - 
consortium towards developing the Nam” | 
Project. Its Nam Theun 2 Project Office in 
urgently an experienced Project Management 
with the following qualifications: E 



























* Master in Economics or Finance v 
* Work experience in and knos 
developing countries. 
* Experience in advising governme 
and in working with bilateral and 
and power project developers. ` 
* Working knowledge of limited rec 
power projects. Ca 
* Working knowledge of the enviro: 
of large water resource developmen 
* Proficiency in English Langua; 
communicate effectively, | 





a. 


Please send C.V. and particulars wi 
Khamleuang Sayarath, Project Direct 
No. (856-21) 415268; E-mail: golnt2(2lo 
Detailed Terms of Reference are available on req 
The PMA will be selected for an initial appointment of one year 
(renewable) in accordance with World Bank guidelines for the > 
Recruitment of Consultants. | dw 
































|; and motivate staff and develop a team approach to issues; excellent negotiating skills. Extensive background of at least ten years in budgetary or financial | 






| Rrench and good working knowledge of the other language. Knowledge of any other WHO official languages would be an asset. 





WHO has a smoke-free environment & Applications from women are encouraged 
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management in the public or private sector, preferably with international experience, and a record of change management. Excellent knowledge of English or 


The appointment is based in Geneva, Switzerland. An attractive package of salary, international allowances and benefits is offered. 


Head, Professional Candidates (PRC/FIN), World Health Organization 
20, avenue Appia - CH-1211 Genève 27 (WHO Facsimile N° 791.41.77) 

















on the mark 


up to 7.90% per annum and easy access 


al Offshore 180 Savings Account 





Join the race to open an Abbey Nator 

and run into award winning interest rates. 

Interest is paid annually either on 31st December or the last day of the 
OFFSHORE 180 STERLING SAVINGS ACCOUNT 


INVESTMENT MM gi The more vou invest, the higher the rate of interest. What's more, you 





month of your choice. A quarterly option i5 also available. 


£10,000 - £19,999 7.05% 680% may make up to two withdrawals in cach calendar year, without the need 


£20,000 - £49,999 7.60% 7.35% ‘© give notice and without penal 
£50,000 - £999,999 1859 7.60% | your account balance. Further withdrawals will require 180 days’ no 








. Each withdrawal may be up to 10% of 














£1,000,000 + 7.90% 7.65% although fund: 


All rates are subject to change without prior notice of 180 days’ interest. 





alty 





can be made available immediately subject to a per 


Abbey National, one of the world's strongest banking groups 


The Abbey National group is rated AA by Standard & Poors 


This advertisement is issued by Abbey National Treasury International Limited which is registered under the Banking Business (Jerseys Law 1991 and which has its principal place of kusin 
41 The Parade, St Helier, Jersey. Abbey National Treasury International Lamuted’s veserues and paul up capital exceeded £150m as at 315t December 1997. Copies of the latest audited accounts ar 
available on request. All deposits carry the full and unconditional gwarantee of Abbey National ple which had reserves and paid up capital in excess of £4.8bn as at 31 December 1997. 
Abbeys National Offhhore is à registered business name of Abbey National Treasury international Limited. 












aa e sae e A ee ee ee b e ee ee ee ee ee ee ee ee ee A e e e ee c lmsdlsscccgdZgz2 gc Egg 


WBA 


Please send me full details of your Offshore 180 Sterling Savings Account 


To: and your other offshore accounts along with current mterest rates. 
Julie O'Hanlon, Marketing Assistant, Name (Mr/Mrs/Miss/Ms) 





Abbey National 

Treasury International Limited, 
PO Box 545, Jersey JE4 8XG, 
Channel Islands. 


Fax +44 1534 885050 lelephone 


Address 
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Mea minima culpa 


N AUGUST 17th, straight after his testi- 
mony to the grand jury in the matter of 
Monica Lewinsky, Bill Clinton took a gamble. 
It may turn out to be the biggest of his career. 
He gambled that being found to have told lies 
about a sexual fling does not merit a real apol- 
ogy. He assumed that Americans believe his 
private behaviour is his own business and 
nobody else's. And he presumed that the in- 
dependent counsel, Kenneth Starr, has noth- 
ing more substantial to pin on him. Thank 
you for watching, and good night. 

The extent of this gamble may not be clear 
even to the president himself. It was presum- 
ably based, like everything else in this media- 
struck presidency, on a close study of the opinion polls. 
Knowing that most Americans have long considered him an 
undeserving victim of Mr Starr's investigation, Mr Clinton 
spoke against a backdrop that was understated, even fune- 
real, and without any ofthe flags and drapes that usually pro- 
claim the authority of his office. This was a man who is put- 
upon, not powerful. And since most Americans have also said 
that the president's affair with Miss Lewinsky is a private mat- 
ter, Mr Clinton spent his fiercest moments defending his 
right to a private life and lambasting Mr Starr for his “prying” 
and "personal destruction". This was no Richard Nixon, 
hunched and grey, trying to hold back the almost palpable 
hatred of the public; it was a vigorous and defiant perfor- 
mance. But what Mr Clinton said was not good enough, and 
it will not be the end ofthe tale. 


The trouble with lying 


As the president well knows, sex was not the issue. Mr Starr is 
looking into obstruction of justice and suborning to perjury, 
and here the polls have always shown considerable public 
unease. Mr Clinton may well have perjured himself by deny- 
ing the affair in his sworn deposition in the Paula Jones case; 
and perjury is perjury, even in a civil suit, and even in a case 
that has since been dismissed. His “legally accurate” denials, 
and his hairline distinctions about perjury, made in his 
broadcast, did him no favours; they suggest a man who will 
not hesitate to wriggle out of charges on technicalities. 

Mr Starr has now exposed the president's habit of lying. 
Mr Clinton had denied his affair on television: emphatically, 
pointing his finger, and looking his countrymen in the eye. 
Having done that, he allowed—nay, encouraged—his wife, his 
aides and even his cabinet to repeat the lie. Last Monday, he 
assured Americans categorically that “at no time did I ask 
anyone to lie.” That too may be “legally accurate”. Politically, 
it could prove a ticking time-bomb. 

He gave his “false impression”, he explained on Monday, 
to shield himself from embarrassment and to protect his fam- 
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ily. The implication is that any ordinary 
American male would have done the same. It 
is his private business. Well, yes and no. Presi- 
dents deserve their privacy, but this does not 
mean, as it used to, that reckless immorality 
should be protected. Modern presidents 
know full well that the popular trust depends 
on their private, as well as their public, behav- 
iour. Mr Clinton should know it better than 
most; he salvaged his own presidential cam- 
paign in 1992 by confessing to troubles in his 
marriage and suggesting that he would 
amend them. And is presidential lying, 
which stalls not only a judicial inquiry but 
also the day-to-day running of the country 
and even its effectiveness abroad, really a private matter? The 
impulses behind it may be human and ordinary, but the ef- 
fects are not. It was the lying that needed—and did not get—a 
proper, heartfelt apology from Mr Clinton on Monday. 

It is true that other presidents have been caught out in 
bigger lies, and have been forgiven. Eisenhower refused to ac- 
knowledge—until Khrushchev rubbed his nose in it—that 
American spy-planes were flying over Russia; Ronald Reagan 
denied, against all the evidence, that arms had been traded 
for hostages in Iran. Both men's popularity was barely dented. 
Mr Clinton, with job-approval ratings as high as Mr Reagan’s 
and an economy as buoyant as Eisenhower's, may well feel he 
has an equal chance of absolution. Yet his pattern of philan- 
dering and lying means that his stock of trust and respect is 
already dangerously low. It is plain that almost no one wants 
to impeach him. But nor can they believe in his moral author- 
ity. Without that, it is hard to see how a president can func- 
tion. Without that, as this paper has said before, it would be 
better ifhe would go, to make way for President Gore. 


Step forward, Starr 


Clearly, that is not Mr Clinton's plan. His best hope must now 
be that nothing more emerges. This gamble is not entirely 
foolish. Mr Starr has been slow in gathering his evidence, to 
the point where it will have to be startling indeed to make 
Americans care, or to stimulate Congress into launching im- 
peachment proceedings. But he may yet turn out to have 
much more than Mr Clinton supposes. The president's ad- 
mission showed that Mr Starr, contrary to expectations, had 
quite enough evidence to prove the Lewinsky relationship be- 
yond a shadow of doubt. Ifthe same thoroughness colours his 
broader inquiry, into patterns of corruption and obstruction 
of justice, Mr Clinton will be in much deeper trouble. As in- 
deed he will be if he is shown to have told further lies during 
his Tv address or his grand-jury appearance. 

The burden is squarely on Mr Starr. Until Monday night's 
broadcast, the tedious prolongation of the inquiry could be 
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blamed on Mr Clinton's stonewalling. Now that blockage is 
removed, the independent counsel must quickly produce 
what he has, or shut up shop. Mr Clinton's defiance should be 
a goad to him: there are now new-minted denials to refute. 
The president himself has raised the stakes, and has gambled 
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on keeping public opinion behind him. The early signs are 
that he may indeed have retained it, but that it is brittle and 
distrustful. The image that may well linger in the public mind 
is not ofcontrition, but of braggadocio in the face ofa net that 
is inexorably closing in. 





Russia devalued 


A desperate man's desperate measures will make his country only more desperate 


E HAS not been a good week for Russia. The bundle of mea- 
sures thrown to the financial wolves on Monday amounts 
to theend, for the time being at least, of all prospects of further 
economic reform. It may also mark the start of a political de- 
generation that sees the country slide towards nationalism, 
autocracy or something nastier. It consigns to the dustbin the 
last boast of the government's battered reformers, that their 
policies have at least brought currency stability and steady 
prices. And it leaves Boris Yeltsin, who has presided over one 
shambles after another, looking ever more inadequate. 

A currency devaluation does not, in itself, automatically 
mean bad news for a country; sometimes it can be a tonic. 
Nor is a moratorium on debt repayment necessarily a sign of 
collapse. In Russia's case, however, these measures (see pages 
41 and 55) are poorly suited to remedy the economy's ills and, 
coming after nearly a decade of extreme hardship, are bound 
to deepen most Russians' cynicism about their political mas- 
ters. They have been imposed, it should be remembered, only 
four weeks after the 1mF and other foreign lenders agreed on 
$23 billion-worth of props for the Russian economy, and only 
three days after pledges from Mr Yeltsin that there would be 
no devaluation and vows from his ministers that all debts 
would be honoured. What went wrong? 

The short answer is that much ofthe lending has gone not 
to guarantee the deposits of deserving savers, nor even to pay 
the pensions of impoverished old folk or the wages of unpaid 
miners. Rather it has been squandered, or perhaps stolen. 
That hardly represents a change, but nor has it done anything 
for confidence in the system, and that, after all, was the prob- 
lem the IMF agreement was meant to fix. That deal was a wor- 
thy bet, that time could be bought while new reforms would 
rebuild institutions and raise tax revenues. But confidence 
continued to ebb, the banks began to teeter and the men who 
run them—the “oligarchs” who paid for Mr Yeltsin's re-elec- 
tion in 1996 and have gobbled up quantities of privatised 
assets—began to squeal. Thus Russia's true priority re- 
emerged: these banks and their owners are now to be saved. 

The danger is that the loss of confidence will continue. If 
so, the rouble—freed supposedly to float, but in reality to 
sink—could merely gurgle on downward, the banks could be 
besieged by depositors large and small and, if no more credit 
from abroad is forthcoming, the government could be 
tempted to resort to the printing presses to meet their de- 
mands. That is the road to hyperinflation, which Russians ex- 
perienced as recently as 1992 (when, in December, year-on- 
year inflation reached 2,500%), by which time they had seen 
their savings vaporised. Even if this is averted, import prices 
will surely rise, giving an inevitable impetus to inflation. For- 
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eign investors, meanwhile, will have had a cautionary shock 
from the devaluation, just as lenders will have from the debt 
freeze. In other economies, some of these disadvantages 
might have been compensated for by a boost to exports, but 
Russia is at present incapable of producing much that for- 
eigners want to buy except oil and gas, and even the energy 
industry is badly in need of foreign investment. 

Such a grim economic outlook has a grim political coun- 
terpart. Even before the latest debacle, nationalist and com- 
munist candidates were manoeuvring to succeed Mr Yeltsin 
in the presidential election two years hence, if not before. Rus- 
sians had plenty to complain about: a government so incom- 
petent at collecting taxes that it could provide few services; a 
payments system so constipated that soldiers, miners, teach- 
ers and a host of other workers went without wages; appalling 
living standards even for those in work; ill-equipped hospi- 
tals, overcrowded prisons, pollution, early death. Plenty of 
politicians are ready to offer remedies for these ills. Some ex- 
ploit nostalgia for the certainties of the Soviet past; many 
attribute Russia’s troubles to unbridled capitalism and mar- 
ket economics; few are friendly to the West. 


Good aim, bad execution 


It was to forestall the rise to power of such politicians, and to 
keep Russia on some sort of democratic, capitalist path, that 
the West, through the mr, has been ready to lend it money. 
The aim was, and remains, admirable, but the policy has not 
worked. The trouble is that, though the Russian government 
has been able to put forward plausible reformers like Anatoly 
Chubais, it has not been able, or perhaps willing, to use west- 
ern money for proper ends. Quite simply, Russia lacks institu- 
tions and officials capable of applying large quantities of 
money honestly and efficiently. The IMF was right to extend a 
helping hand, but it should have insisted that the money it 
was providing was properly spent. 

Iflending is now to resume, it must only beon the strictest 
of terms. That should mean explicit conditions about what 
the money is to be used for—for instance, to guarantee small 
deposits in commercial banks. It should also mean stern su- 
pervision ofhow it is spent, preferably by appointing foreign- 
ers to run the banks in question. Similar oversight over the tax 
and customs services will have to be imposed if any support 
is to be given to the balance of payments. 

And if the Russians say no? Or, just as likely, say yes but 
mean no? Then the West should also say no. The West has an 
interest in promoting democracy and market economics in 
Russia, though it stands to lose much less than the Russians 
themselves if these concepts fail to take root. It also has an 
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interest in seeing a country that remains infested with nu- 
clear weapons peaceful and non-belligerent. But it would be 
wrong to assume that it is in the West's power to bring all this 
about, certainly not through economic assistance alone. The 
unfortunate truth is that Russia is condemned by its own his- 
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tory, and its own people, to a period ofacute unhappiness: all 
happy families resemble one another, Tolstoy might have 
written, but the Russian family is unhappy in its own way. In 
the end it will be Russians, not foreigners, who bring its pe- 
riod of misery to a close. 





Beyond Omagh 


The horrific bombing by IRA dissidents last weekend may have brought 


Northern Ireland a step closer to real peace 


HE carnage in Omagh could fill anyone with despair. 

Among the 28 dead were 11 children and 12 women, in- 
cluding Avril Monaghan, heavily pregnant with twins, who 
died along with her 65-year-old mother and 18-month-old 
daughter. Surgeons struggling to cope with the 220 injured 
described themselves as working in "battlefield conditions". 
Particularly bitter is the fact that Northern Ireland's worst- 
ever single act of terrorism came just months after a political 
settlement, achieved against the odds and overwhelmingly 
endorsed by voters on both sides of the Irish border in ref- 
erendums, was supposed to have ensured peace. If this is 
peace, then what is war? 

The answer is that it was already clear that the *war" was 
not over, whatever Ireland's voters have said, for some die- 
hard Irish republicans. The apology and ceasefire declared 
this week by the self-styled "Real IRA", a breakaway faction, 
was rightly dismissed with scorn by leaders across the politi- 
cal spectrum. And yet the group’s clumsy announcements do 
reflect a crucial difference between the reaction to the Omagh 
bomb and the finger-pointing and justifications which have 
followed so many similar horrors in the past. 

Just as the burning to death of three small children in an 
arson attack last month by loyalist terrorists turned most 
unionists against the increasingly violent protests of the 
Drumcree marchers, so the Omagh bomb has isolated the 
Real IRA from most Irish republicans (see page 46). With 
Omagh still submerged in grief it is cruel to say so, but the 
revulsion against the bombers, felt so strongly on both sides 
of Ulster’s sectarian divide and throughout Ireland, north 
and south, has greatly increased the chances that the compli- 
cated Good Friday agreement will actually be made to work. 

Was this political progress by atrocity really necessary? 
Not necessary, certainly, but after more than a century of in- 
termittent ethnic strife in Ulster, and the past 30 years of sus- 
tained violence, not entirely surprising either. Few long-run- 
ning disputes—whether in the Middle East or ex-Yugoslavia 
or Central America—have ended with an abrupt halt to vio- 
lence, even after a political deal. Nevertheless, compared with 
most of these examples, and with the false dawns in Ulster’s 
own history, the chances of the current political agreement 
eventually delivering peace still look good. 

The British and Irish governments, in their reactions to 
the Omagh bomb, have again demonstrated their unity, and 
their determination to make the Good Friday agreement 
work. By acting so closely together Tony Blair and Bertie 
Ahern, the British and Irish prime ministers, have finally 
made credible the oft-repeated claim that there are no politi- 
cal gains to be obtained from further violence. Unlike Israel's 
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Binyamin Netanyahu, Mr Blair has also never made the im- 
possible demand that all terrorism must stop before he sticks 
to his side of the deal. This would simply have given a veto to 
the bombers, as it has in Israel. Instead Mr Blair has discrimi- 
nated between those groups which are continuing their vio- 
lence and those which are not. As a result, most armed groups 
on both sides have accepted the deal, or called a ceasefire. 

Moreover, in the wake of the bomb Mr Blair and Mr 
Ahern have pledged tighter security, but have not succumbed 
to calls for internment, a suspension of prisoner releases or 
new emergency laws. Mr Ahern’s package of legal measures 
should give civil libertarians some disquiet but, fortunately, 
they are not the “Draconian” measures he claims. This is wise. 
With support for violence evaporating, the surest way to de- 
feat the remaining terrorists is by straightforward police work 
and tighter security, not illiberal laws that would then act as a 
recruiting sergeant for the Real IRA. 


Sinn Fein on the spot 
Mr Blair and Mr Ahern may have risen to the political chal- 


- lenge of the Omagh bomb, but so far the leaders of the main- 


stream IRA and of Sinn Fein, its political wing, have not. 
Gerry Adams, Sinn Fein’s president, condemned the bomb- 
ing and called on the IRA renegades to stop. He even stressed 
that his condemnation came “without any equivocation 
whatsoever” just in case anyone was liable to confuse it with 
the equivocating sort for which he has become famous. 
Though welcome, this is not enough. 

Mr Adams’s erstwhile comrades now represent the biggest 
threat to life and limb in Northern Ireland, and to the still 
fragile political agreement that Sinn Fein claims it wants to 
succeed. Because of this it is time mainstream republicans 
did something more than merely eschew violence. 

Declaring that the war is over, although mere symbolism, 
would help. More important in the wake of Omagh, Sinn 
Fein ought to help stop the Real IRA from killing more people. 
Assistance for the security forces, especially in the Irish Re- 
public where most 1RA dissidents are based, is not too much 
to ask. And some time soon, the mainstream IRA ought, of its 
own accord, to begin to decommission its weapons. With a 
political deal in place and dissidents setting off bombs, there 
is no longer any justification for considering decommission- 
ing as akin to surrender. If the leaders of Sinn Fein and the 
IRA are not willing or able to make such gestures, everyone 
else is entitled to ask “why not?" Even after Omagh, are Mr 
Adams and his colleagues too afraid, personally or politically, 
to act against the murderous die-hards in their midst? 
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Watch-dogfight 


The regulators quarrelling over a transatlantic aviation alliance need to 
think harder about who owns take-off slots and how they are allocated 


EDIEVAL kings used to bestow monopolies on their 

favourites, which enabled them to make fortunes out 

of anything from matches to tobacco. Modern governments 

do much the same when they hand out take-off and landing 

rights to favoured airlines. But what the state gives, the state 
can also take away. 

These airport "slots" are the currency of air travel. Most 
international airports are so congested that an airline's profit- 
ability on a given route depends on whether it has slots in 
peak periods. Until now, slots have been allocated in secret, to 
the great benefit of national incumbents and to the detriment 
of competition and national exchequers. Airlines claiming 
historic rights over certain routes have been able to charge 
premium prices reflecting scarcity value. That explains why it 
costs almost as much to fly from London to Nice as it does to 
Miami, five times the distance. 

This cosy set-up has now been upset by the intervention of 
Karel Van Miert, the European Union's competition commis- 
sioner. He has decided that British Airways (BA) and Ameri- 
can Airlines (AA) should receive no compensation for 
handing over 267 slots at Heathrow and Gatwick, and says 
that if they reject this their marketing alliance should be 
banned. To John Bridgeman, the director general of Britain's 
Office of Fair Trading, this smacks of expropriation. He has 
advised the new trade secretary, Peter Mandelson, that the 
two airlines should be allowed to recoup in full the value of 
their slots, perhaps £500m ($800m), “just as companies re- 
quired to dispose of assets as a condition for merger approval 
are allowed to sell these assets." 

Mr Bridgeman's analogy is surely misplaced. When two 
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merging companies are required to divest themselves of cer- 
tain divisions or factories, they are disposing of something 
they actually and clearly own. Regulators could, in theory, 
levy stiffer penalties by expropriating those assets. But to do 
so would be legally difficult, and tantamount to nationalisa- 
tion. This problem does not arise with airline slots. Like radio- 
frequency licences, they are allocated by government. In de- 
ciding what penalty to impose on BA and AA in return for 
permitting the alliance, regulators have a perfect right to re- 
quire that the slots be given back, without compensation. Or, 
if they choose, to offer compensation. The choice is theirs. 

Britain's deputy prime minister, John Prescott, evidently 
agrees but believes the state alone should benefit: “I have al- 
ways been clear in my mind: the slots don't belong to BA, they 
belong to the community," he says. Now, it will be up to Mr 
Mandelson, as Britain's top competition regulator, to decide 
whether to allow the marketing alliance to go ahead on the 
terms laid down by Mr Van Miert. 

When doing so, however, Mr Mandelson would do well 
also to consider how slots should be allocated in future. The 
present method is antediluvian. The body given the task of 
controlling slots at London's airports is a company called Air- 
port Co-ordination Ltd, which represents the interests of the 
major airlines. In future this opaque system, which is copied 
in most other countries and through which take-off and land- 
ing slots are combined to become routes, should be replaced 
by an open auction, with safeguards to stop any airline be- 
coming too dominant. Such a reform would not only bring 
more clarity, it would also encourage competition and a 
more efficient use of scarce airport facilities. 





Two terms and you're out 


All Latin American countries ban or limit the re-election of incumbents. 
Only the strongest democracies should be ready to change the rules 


OO often, in their 180-odd years of independence, too 

many Latin American countries have been run by strong- 
armed and long-lasting autocrats. So all (bar Cuba) today 
have rules against the re-election ofincumbents. These vary in 
severity. Mexico's rule for its president and (in some states) 
governors says one term in the post and you're out—for life. 
Not even congressmen can be instantly re-elected. More com- 
monly, the rule hits only executive posts, not legislative ones; 
and though instant re-election is banned, you can try again 
later. Thus Venezuela's current president served an earlier 
term 25 years ago. In Brazil, until it relaxed the rules last year, 
some governors moved in and out of office like yo-yos. 

Only recently and rarely have these stern rules been modi- 
fied. Argentina's President Carlos Menem, elected in 1989, in 
1994 won a constitutional change that let him run again—for 
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a shorter, four-year, term—in 1995. Peru's Alberto Fujimori 
had already done much the same. So, last year, did Brazil's 
Fernando Henrique Cardoso; this October, he—and Brazil's 
governors and mayors—will have the chance to seek instant 
re-election, and many, from the president down, will take it. 
Yet suspicion of the old caudillismo, the rule of the strong- 
man, remains. Nowhere do the rules permit what many Euro- 
pean constitutions do, and the American one used to, re-elec- 
tion on and on, as long as the voters so choose. Margaret 
Thatcher's 11 years of continuous power, Franklin Roosevelt's 
12, or Helmut Kohl's (nearly) 16 could not happen in any Latin 
American democracy. Even in the few countries that have 
eased their rules, the new one stipulates two successive terms 
and that (though maybe not for ever) is your lot. 

Should this be so? If the voters might want the same presi- 
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dent or mayor time and again, should they be denied that 
choice? The Economist broadly thinks not, so long as the de- 
mocracy is strong. But recent events make it clear that many 
Latin Americans, doubting the vigour of their institutions, 
disagree. For them, the political reality is not one of giving 
voters the freedom to choose President X, but of setting Mr X 
free to ask, push, bribe or bludgeon them into choosing him. 

Mr Menem in July had to abandon his dream of winning 
a further change in the rules that might let him win power 
again in 1999. Why? Because, ambitious as he is, he is a practi- 
cal man and he knew he was unlikely to win either. He is 
today deeply unpopular—and one reason is, precisely, his 
ambition: just because he dreamed of a third term, many vot- 
ers thought he should not even be given the chance. He would 
probably have lost a referendum on the issue, and the alterna- 
tive, a judicial reinterpretation in his favour, would have 
meant political crisis. Mr Menem has done his fellow-citizens 
many real services; but enough, they think, is enough. 

Much the same is true in Peru, where Mr Fujimori has 
actually won decisions, from judges and Congress alike, al- 
lowing him to run for a third term in 2000. The ingenious 
argument is that really this would be only a second term, 
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since his first victory, in 1990, came under an earlier constitu- 
tion. Arguable that is; but the decision that Mr Fujimori has 
not secured is the public one that courts and Congress were 
right, or that he should even have asked them. 

In Panama, President Ernesto Perez Balladares on August 
30th will ask voters, in a referendum, to allow him the chance 
ofa second term. They will probably refuse. Of course his ene- 
mies are against it, he can argue; they would be, wouldn't 
they? Yet here too the opposition is not just to the man, but to 
his idea of changing the rules in his favour—and Panama's 
recent history of uniformed strongmen explains why. 


Leave it to the people 


There is a moral for Latin America. Popular presidents can 
afford to try for a change in the rules, to allow a second term, 
and maybe should get it. Yet the decision should turn not on 
the popularity of the incumbent, but on the extent to which 
he, or any successor, would be constrained by democratic 
checks from abusing his power. Wise or unwise, only the vot- 
ers are entitled to make that judgment—which is why it is a 
bold man, and so perhaps a mistaken one, who seeks to shift 
the collective wisdom of the region's voters too far. 





When grey is good 


The European Union should be encouraging “grey” imports, not banning them 


URING the French revolution, arbitrageurs sometimes 
paid the highest price: they were guillotined. In decid- 
ing how to deal with those who exploit differences in the 
prices for which branded goods sell in different markets, the 
European Court of Justice has not gone so far. But, with the 
support of the European Commission and many EU govern- 
ments, the court has banned such “grey” (or "parallel") im- 
ports into the Eu. Traders are no longer allowed to undercut 
high EU prices for branded goods, such as perfume and CDs, 
by importing them from cheaper markets. This is a mistake. 
Grey imports from America are enormously profitable, 
because Europe's mark-ups are higher than can be explained 
by differences in taxes, transport costs and the like. So the 
court's judgment has met with uproar from consumer groups, 
as well as parallel importers and discount retailers. The com- 
mission is now investigating the ruling's economic effects. 
And in Britain, a parliamentary committee is to look into the 
issue after a surge of grey car imports from crisis-hit Asia. 
The arguments for restricting parallel imports come from 
manufacturers. They say they have a right to decide which 
dealers can distribute their products. They argue that cheap 
grey imports can damage a luxury brand in which they have 
invested heavily. That not only hurts them; it may also harm 
existing consumers, who have already paid a premium for the 
product, and future consumers, if it deters future investment. 


Black and white 

Of course, manufacturers have a right to try to convince con- 
sumers to pay more for their products. They may also have 
legitimate reasons for wanting to control how their goods are 
sold. But once a company has sold a product, it should not be 
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able to prevent its resale, provided that the product has not 
been tampered with. 

Manufacturers make much of the harm that parallel im- 
ports allegedly cause consumers. However, while some exist- 
ing owners of prestige brands might fret if European prices 
fell to American levels, lower prices would benefit future buy- 
ers. Would they also undermine the snobbery of a brand? 
Hardly: Calvin Klein products cost less in America, but they 
still command a premium. Would lower profits cause brand 
owners to invest less in future? Probably not much; indeed, 
competition might spur investment to keep their brand's 
edge. On the other hand, the ban will ensure that Europeans 
will be milked, and firms will be able to cut prices elsewhere. 

The commission does encourage grey markets within the 
EU. Cheap Levi jeans can still be freely imported into Britain 
from Greece—but not from America. That worrying inconsis- 
tency may provoke non-EU countries to complain of discrim- 
ination and to retaliate. First, though, they should wait for 
sense to prevail. Lawyers are already seeking loopholes in the 
European Court's judgment. In any case, some British super- 
market groups are defying the ban until they are prosecuted; 
they are also thinking of bringing a case of their own to chal- 
lenge the court's ruling. This may not be necessary. The court 
could conceivably overturn its earlier judgment in a forth- 
coming case over imports of Sebago boat shoes to Belgium. 

But the European Commission should not wait until 
then. It can amend the relevant directive to deal with the 
court's decision, and even to encourage a flood of grey im- 
ports. That way, European prices might be pushed down to 
match those paid by lucky American consumers. 
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Starr turn 





After testifying for more than 
four hours to a grand jury, 
President Clinton admitted 
in a television broadcast that 
he had had a relationship 
with Monica Lewinsky that 
was “not appropriate", and 
had “misled people" about it 
publicly for months. Mem- 
bers of the Democratic Party 
began to distance themselves. 
Kenneth Starr, the indepen- 
dent counsel, called Miss 
Lewinsky back to give more 
evidence. 


A CBS/New York Times poll 
taken immediately after the 
broadcast showed that most 
Americans wished the presi- 
dent had spoken sooner, but 
now wanted the matter to be 
dropped. His job-approval 
ratings rose, to 71%. 


American tobacco companies 
won another victory when a 
federal appeals court in Vir- 
ginia ruled that the Clinton 
administration had acted be- 
yond its powers in granting 
the Food and Drug Adminis- 
tration authority to regulate 
tobacco. The matter is likely 
to go to the Supreme Court. 


Paraguay's newly inaugu- 
rated president, Raul Cubas, 
freed the imprisoned General 
Oviedo, the new president's 
presumed master. 


The Venezuelan government 
asked Congress for special 
powers to push through eco- 
nomic legislation, needed to 
meet the trouble caused by 
low oil prices. 
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In Brazil, a new opinion poll 
confirmed that President Fer- 
nando Henrique Cardoso 
was again far in the lead, and 
could even hope for a first- 
round victory in the presi- 
dential election in October. 


Mexico's most notorious kid- 
napper, Daniel Arizmendi, 


was captured. 


At least 50 troops were killed 

















| Sorry, you're dead 





in one battle with guerrillas 
in north-western Colombia. 


A splinter group of the Irish 
Republican Army said it car- 
ried out the bombing in 
Omagh that killed 28 people, 
the worst atrocity in nearly 30 
years of violence in North- 
em Ireland. The group 
called a ceasefire after “apolo- 
gising”, saying it did not 
mean to kill civilians; its car 
bomb went off in the centre 
of town on a Saturday after- 
noon killing mainly women 
and children. The Irish gov- 
ernment promised tougher 
security measures to deal 
with terrorists. 


Serb forces continued to at- 
tack ethnic-Albanian separat- 
ists, but both sides agreed to a 
local ceasefire in western 
Kosovo to let aid agencies 
help some of the 20,000 civil- 
ians trapped there. Aid offi- 
cials gave warning that many 


| refugees, some of whom are 
| already dying of dysentery 
and dehydration, would not 


survive the winter. 


Germany's opposition Social 
Democratic party said that if 
it wins September's general 
election it would reverse re- 
cent government decisions 
making it easier to sack work- 
ers, and curtailing sick pay. 


| An explosion of methane gas 


killed 17 coal miners in Uk- 
raine. More than 200 miners 
have died so far this year. 


Poland's government is tak- 
ing legal control of a site near 
the Auschwitz death camp, 
ending the lease of a group 
that has allowed the erection 
of more than 100 crosses, to 


the dismay of Jewish groups. 


Sitting tight 


Still in a van on a road in 
Myanmar and in deteriorat- 
ing health, the opposition 
leader, Aung San Suu Kyi, 
awaited her deadline for a 
shift to democracy, while be- 
ing mocked by the country's 
military rulers. But they de- 
scribed a meeting with a 
member of her party, the first 


_ in more than a year, as "con- 





_ fidence building". 


Satellite spy pictures showed 
North Koreans working on an 
underground complex, possi- 
bly for use in a nuclear- 
weapons programme, de- 
spite a supposed freeze on 


, such development. The North 











said its parliament would 
convene for the first time in 
four years. 


Landslides in the Himalayas 
killed up to 300 people, in- 
cluding 60 Hindu pilgrims 


| crossing from India to a holy 


lake in Tibet. 


| New Zealand's coalition 


broke up, but the prime min- 
ister, Jenny Shipley, plans to 
continue with a minority gov- 
ernment. 


A Swiss judge asked for 
Benazir Bhutto, a former 
prime minister of Pakistan, to 
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| be indicted on money-laun- 


dering charges. Miss Bhutto 
also faces investigations in 


Pakistan. 





| Unsettled Africa 





Zimbabwe and Angola de- 
cided to provide military 
help, apparently including 
air and land forces as well as 
arms, for Congo's embattled 
president, Laurent Kabila. 
The Rwandan-backed Congo- 
lese rebels said they were 
ready to negotiate a ceasefire, 


! but continued their advance 
towards the capital. 








A suspect in the bombing of 
the American embassy in 
Nairobi, Muhammad Sadiq 
Howaida, was extradited to 
Kenya from Pakistan. He is 
said to have implicated 
Osama bin Laden, a rich 
Saudi dissident now living in 
Afghanistan, in the bombing. 


Nigeria's military ruler, Gen- 
eral Abdulsalam Abubakar, 
visited the family of Mo- 
shood Abiola, the winner of 


| the 1993 election, to offer con- 


dolences on his death from a 


| heart attack last month while 


in detention. 


Sierra Leone braced for a 
new rebel offensive. The West 
African peacekeeping force 
that restored Ahmad Tejan 
Kabbah to power in March is 
still fighting a rebellion in the 
east of the country. 


Israel demolished 12 Palestin- 
ian houses in or near He- 
bron, making about 100 peo- 
ple homeless. 
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Bankrupt 





Russian stockmarket 
RTS index, Sept 1st 1995-100 


jan Feb Mar haer Jul Aug 
Sources: DatastreanviCV, Reuters 


After firmly defending its cur- 
rency for so long, the Russian 
government unexpectedly al- 
lowed the rouble to float, 
widening its trading band to 
between 6 roubles to the dol- 
lar and 9.5 to give, in effect, a 
maximum devaluation of 
34%. Capital controls were 
imposed to try and limit a 
stampede into dollars, and a 
three-month moratorium on 
much foreign debt was im- 


posed. In other words, pay- 


ments were suspended. 


The Dow Jones Industrial 
Average bucked Russia's cri- 
sis. Buoyed by low inflation 
data and a decision by the 
central bank to keep interest 
rates as they are investors 
piled back in, ending the 
Dow's 1096 "correction" since 
July. Initially, European 

ts were knocked 
by the Russian decision, but 
the Dow's confidence helped 
shares worldwide. 


The Japanese government, 
mired in its own crisis, re- 
vealed this much: that it 
would not reveal the result of 
a government audit into the 
state of Japan's biggest 
banks. With a government 
decision due soon on what to 
do with the troubled Long- 
Term Credit Bank of Japan, 
the announcement was a dis- 
appointment to those hoping 
for greater transparency. 


Japan's Economic Planning 

Agency said that seven of the 
country's ten regions were in 
a slump and two others were 
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stagnant. The agency also 
found in a survey of 4,500 big 
Japanese companies that 
they plan to cut foreign direct 
investment by 57% this year 
to Y1.2 trillion ($8.3 billion). 
At its peak, in 1990, invest- 
ment reached Y4.2 trillion. 


The Thai government un- 
veiled a long-awaited plan to 
restructure the country's 
stricken financial institu- 
tions, mainly by pumping 
fresh capital to the country's 
banks through a 300 billion 
baht ($7.24 billion) govern- 
ment bond issue. Two banks 
and five finance companies 
were nationalised at the same 
time. The IMF welcomed the 
new plan. 





BanksMerged 

oec ga 1997, $bn 

Bank of Tokyo-Mitsubishi* 653 
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Source: The Banker 
Both the Fed and the Justice 
Department cleared the deal 
between NationsBank and 
BankAmerica, a $57.3 bil- 
lion merger that will create 
America’s biggest bank. But 
the Federal Trade Commis- 


sion, which also looks over 
mergers, said it will review 
the $48 billion merger-cum- 
takeover of Amoco by Brit- 
ish Petroleum. 


Further consolidation stirred 
in the British insurance in- 
dustry when Friends Provi- 
dent, a mutual life insurer, 
made a £744m ($1.21 billion) 
bid for London & Manches- 
ter, a life-assurance firm. If 
the bid succeeds, it would cre- 
ate Britain’s fourth-largest 
mutual, but some saw the 
overture as a sign that a 


scheme to demutualise is 
afoot. Friends Provident de- 
nied any such plans. 


Britain’s largest life assurer, 
Prudential, is pulling out of 
Australia and New Zealand 
with the sale of its businesses 
there to Colonial, a big Aus- 
tralian insurer, for A$1.35 bil- 
lion ($805m). 


Cleaning up 





-—— 


Houston-based Waste Man- 
agement consolidated its po- 
sition as America's biggest 
waste company by agreeing 
to buy Eastern Environ- 
mental Services for $1.3 bil- 
lion, saying the fast-growing 
east-coast operator would 
"tuck nicely" into its business. 
It is an industry that is merg- 
ing fast: Waste Management 
itself recently merged with 
USA Waste Services, and this 
latest deal comes a few days 
after Allied Waste Industries 
said it would pay $900m for 
American Disposal Services 
to become the third-largest 
waste company. 


Yorkshire Water is selling its 
waste-management business 
to Waste Recycling Group 
in an all-share deal that gives 
Yorkshire Water 46% of the 
enlarged group, which will 
have a market capitalisation 
of some £430m ($697m). 


Amid continuing labour un- 
rest and violence at Hyundai 
Motors and suspension of 
production at several fac- 
tories, South Korea's largest 
car maker declared a loss in 
the first half of 1.2 billion 
won ($800,000) and reckoned 
its full-year results would be 


BUSINESS THIS WEEK 


the worst in its history. The 
car maker's most recent prob- 
lems began when it tried to 
lay off workers. 


Assicurazioni Generali, an 
Italian insurer, agreed to pay 
$100m to settle a court case 
brought by Jews over insur- 
ance claims it failed to settle 
after the second world war. 


In the midst of a restructur- 
ing, Sweden's SKF, a ball- 
bearing giant in the 
Wallenberg empire, sum- 
marily removed Peter 
Augustsson as chief executive 
and replaced him with Sune 
Carlsson, who arrives fresh 
from a shake-up at ABB—an- 
other part of the family em- 
pire. SKF shares jumped. 


Federal-Mogul is buying yet 
again. The purchase of Coo- 
per Industries’ automotive 
business for $1.9 billion will 
catapult Federal's annual 
sales to some $7 billion, com- 
pared with 1997's $1.8 billion, 
and strengthen its automo- 
tive-brakes business. The mar- 
ket liked the fit; Federal's 
shares soared. 


American International 
Group, a large insurer, is 
buying SunAmerica, another 
insurer, for $18 billion. The 
deal will unite Maurice 
Greenberg of AIG and Eli 
Broad of SunAmerica, two of 
the industry's best-known 
characters. 


Thistle Hotels said it broke 
off talks with an unnamed 
bidder for the company, Brit- 
ain's second-largest hotel op- 
erator, valued at some £1.5 
billion ($2.4 billion). Turmoil 
in the world's stockmarkets 
had led the bidder, thought to 
be Nomura International, a 
Japanese investment bank, to 
lower its offer. Thistle, put up 
for sale when its parent, 
Brierley Investments, restruc- 
tured, said it would now sell 
30 of its 91 hotels and return 
cash to shareholders. 


AVAILABLE BY E-MAIL FROM WWW.ECONOMIST.COM 


THE ECONOMIST AUGUST 22ND 1998 


19 


“Canc el the warm milk 


I dont think Ill need it?” 


The advantages of a Four Seasons Hotel are obvious even in the dark. There's the sensation of slipping between 
fine cotton sheets, thoughtfully French-folded for dreamlike comfort. The luxury of curling up under 
our goose-down duvets. The back-soothing firmness of our mattresses, each one custom-made ^, 
to Four Seasons specifications. Awakening hours later, you will feel as if you haven't slept so & 
sou ndly in years. So we apologize, in advance, for the promptness of our wake-up call. à 
The demands of business demand nothing less. For toll-free reservations in Hong Kong, FOUR SEASONS 


call 800-96-8385; in Singapore, 737-3507. Or visit our Web site: www.fourseasons.com Hotels and Resorts 
gap 


Defining the arl of service al 40 hotels in 19 countries. 
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Pakistan takes a beating 


ISLAMABAD 


After the euphoria of its nuclear tests, Pakistan faces economic collapse and 


political b 


VEN by Pakistan's rough-and-tumble 

standards, the country's slide from ela- 
tion to despair has been precipitous. On 
May 31st, when several nuclear devices 
were tested in the deserts of Baluchistan in 
response to India's tests, thousands of Paki- 
stanis took to the streets to celebrate their 
country's elevation to world-power status. 
Little more than two months later, thou- 
sands of people are on the streets again, this 
time protesting at the govern- 
ments incompetence and the 
economic crisis it has brought on. 
But even if they displace the flail- 
ing prime minister, Nawaz Sha- 
rif, they have no better candidate 
to replace him. Far from allowing 
Pakistan “to stand on its own 
feet”, as Mr Sharif said they 
would, the nuclear tests have 
brought an already unsteady 
economy to its knees. 

The government's immediate 
problem is a drastic shortage of 
cash. For decades Pakistan has 
imported more than it has ex- 
ported, using foreign aid, com- 
mercial loans, remittances from 
workers abroad and foreign in- 
vestment to finance the shortfall. 
But after the nuclear blasts, most 
western countries withdrew their 
contributions in protest. As with 
India, America imposed sanc- 
tions and the IMF suspended dis- 
bursements. India has proved 
strong enough to withstand the punish- 
ment. Pakistan has not. 

Fearing that its economic problems 
would prompt a run on state banks, the 
government froze $11 billion of local dollar 
accounts the day after the tests. The Paki- 
stani rupee plunged, creating a 25% gap be- 
tween the official exchange rate and the 
market one. Pakistanis abroad stopped 
sending their earnings home through offi- 
cial channels and took advantage of better 
rates elsewhere. Unsurprisingly, foreign in- 
vestment all but dried up. At a stroke, the 
government lost almost all its sources of 
foreign exchange. Officials admit Pakistan 


THE ECONOMIST AUGUST 22ND 1998 


will fall at least $3.5 billion short on its im- 
port bills and interest payments this year. 
Others put the deficit much higher. 

To reduce the dollar drain, the govern- 
ment introduced a split exchange rate, 
making all but vital imports prohibitively 
expensive. So inflation ison the rise, fuelled 
also by a rise in the price of petrol and in- 
creases in utility tariffs. The government's 
cuts in development spending and the ris- 





Never mind the fall of the rupee 


ing cost of inputs for manufacturing are 
slowing the economy and threaten to push 
up unemployment. An official default on 
Pakistan's international loans, which the 
government has so far managed to avoid, 
would destroy the last vestiges of confi- 
dence in the economy. 

An oil credit from Saudi Arabia and a 
$250m handout from Kuwait have helped 
the government muddle through until 
now; further aid, it is claimed, is on the 
way. Even so, Pakistan is so short of cash 
that it has had to browbeat foreign banks 
into rolling over short-term commercial 
loans. Despite the sovereign guarantee on 


the frozen dollar accounts, the government 
says they will all be converted to rupees at 
the over-valued official rate. Government 
spokesmen speak of declaring a morato- 
rium on debt payments unless someone 
comes up with fresh financing. 

But fresh financing will depend on po- 
litical considerations. Countries with clout 
at international financial institutions, such 
as America and Japan, want Pakistan to 
rein in its nuclear programme. Although 
the West would certainly balk at allowing a 
complete economic collapse in a country 
with the capacity to produce what some 
call the “Islamic bomb", Pakistan's finan- 
cial straits weaken its bargaining position. 

Nevertheless there are signs of an agree- 
ment of sorts: Pakistan has been co-oper- 
ative in negotiations in Geneva for a treaty 
to place controls on nuclear material, and 
America, for its part, has said it will not op- 
pose new IMF financing. Mem- 
bers of the Muslim League, Paki- 
stan's ruling party, whisper that 
the government has come round 
to the idea of signing the Com- 
prehensive Test Ban Treaty, a key 
American demand. In July, the 
government gave itself room for 
manoeuvre by saying Pakistan 
would no longer mimic India on 
nuclear policy. But MrSharif may 
still run out of money or into po- 
litical trouble before a deal can be 
hammered out. Moreover, wor- 
ries about the nationalist outcry a 
deal would provoke may prompt 
Mr Sharif to procrastinate until 
the economic consequences of 
hanging back look even grimmer 
than the prospect of yet more an- 
gry mobs on the streets. 

Already the violence has 
worsened. A general strike in Ka- 
rachi, the main economic hub 
and the scene of much recent 
bloodshed, left at least seven peo- 
ple dead on August 16th. Security tensions 
were also heightened this week when the 
United States decided temporarily to with- 
draw its non-essential diplomatic staff 
from Pakistan. There was widespread sus- 
picion that America wanted to use Pakistan 
as a base to launch some sort of attack on 
Afghanistan, in pursuit of Osama bin 
Laden, a Saudi who lives there in exile and 
is suspected of involvement in the bomb- 
ing of the American embassies in Kenya 
and Tanzania on August 7th. 

Even if Pakistan does secure a new fi- 
nancial deal, it will not cure the economy's 
ills. The government routinely runs deficits 
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of 6-8% of GDP. Its domestic debt has 
reached a once-unimaginable 1 trillion ru- 
pees ($20.1 billion). Some two-thirds of the 
budget goes on military spending and debt 
servicing. Fewer than 1m out of 140m Paki- 
stanis pay any income tax. State banks have 
handed $3.4 billion of loans to government 
cronies who now refuse to pay up. Until the 
authorities apply taxes more broadly and 
start collecting them, foreign financial as- 
sistance will serve only to tide Pakistan 
over until the next crisis. 

Yet Mr Sharif seems unable to respond. 
His advisers waffle about bureaucratic belt- 
tightening and popular self-sacrifice. Min- 
isters contradict one another, new policies 
are announced only to be retracted the next 
day and bankers complain that the central 
bank sends out fresh diktats daily. A recent 
cabinet shuffle simply changed the portfo- 
lios of discredited ministers, without bring- 
ing in any new blood. 

Mr Sharif himself is one of the biggest 
debtors, but has refused to pay cash to his 
creditors, instead handing over assets that 
critics say are overvalued. So it is hardly sur- 
prising that traders refuse to pay the sales 
tax that the authorities are trying—for the 
fifth time—to impose. Flamboyant ges- 
tures, such as Mr Sharif’s decision to sell his 
new office (which he built with $21m of 
public money) or the arrest of a Muslim 
League senator for defaulting on loans, 
have not been followed by concerted ef- 
forts at cost-cutting or revenue collection. 
No one believes Mr Sharif can push 
through the tough economic measures the 
IMF would demand as part of any bail-out. 

Tocompound his difficulties, Mr Sharif 
has managed to alienate many of his politi- 
cal allies. On June 11th, out of the blue, he 
announced that the government would 
press ahead with plans to build a contro- 
versial dam on the Indus, despite having 
no money to do so. Farmers in Mr Sharif's 
home province of Punjab, which accounts 
for over half of Pakistan's population, fa- 
vour the scheme because it will provide 
more water for irrigation. But the two 
downstream provinces, Sindh and Bal- 
uchistan, where the Muslim League runs 
coalition governments, fear they will lose 
water. Meanwhile, the upstream North 
West Frontier Province, where the Muslim 
League is also in power, objects to the flood- 
ing of its land. Nationalist parties there and 
in Sindh have begun protest campaigns, 
led by Benazir Bhutto, Mr Sharif’s nemesis 
and predecessor as prime minister. 

At the same time, the Muslim League 
has fallen out with its partners in Baluchi- 
stan, already angered by not being con- 
sulted about the nuclear tests. The party's 
allies in Sindh are also anxious about the 
growing lawlessness in Karachi, the state’s 
capital. Meanwhile Mr Sharif has been 
spending lavishly on pet projects in Pun- 
jab, such as a $1 billion, six-lane highway 
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from the state capital to Islamabad, on 
which his motorcade is often the only traf- 
fic. With Punjabis as president, prime min- 
ister and army chief, many Pakistanis feel 
colonised by their own countrymen. Islam- 
ist groups have also started an anti-govern- 
ment campaign, decrying corruption, mis- 
management and the possible concessions 
to America on nuclear issues. Such a com- 
bination of provincial resentment, govern- 
ment incompetence, economic slowdown 
and public agitation has unseated Paki- 
stani governments in the past. 

Yet Mr Sharif is more or less impossible 
to displace by constitutional means. When 
he swept to power with an unprecedented 
two-thirds majority in parliament last year, 
he quickly pushed through several con- 
stitutional amendments strengthening the 
prime minister's position. One abolished 
the president's power to dismiss the gov- 
ernment. Another prohibits MPs from vot- 





ing against their party leader, in effect pre- 
venting an in-house change of regime. 
Although Mr Sharif faces corruption 
charges that could in theory end his politi- 
cal career, he managed to cow the judiciary 
in a showdown with the Supreme Court 
last year. The chief justice and the president 
resigned, while Mr Sharif took on new 
powers to appoint judges. The courts got 
the message, and have kept the cases involv- 
ing Mr Sharif bogged down. 


The generals give up 


When all else fails, Pakistan looks to the 
army to force through political change. Sol- 
diers have ruled Pakistan directly for half 
its independent existence, most recently 
from 1977 to 1988. Since then they have 
acted as the ultimate arbiter. When Mr Sha- 
rif was at loggerheads with the president 
during his previous stint as prime minister 
in 1993, the army chief forced both men to 
resign to pave the way for a new election. 
But the present army chief, General Jehan- 
gir Karamat, pointedly refused to throw his 
weight around during Mr Sharif's stand-off 
with the president and chief justice last 
year. And Mr Sharif himself has vowed not 
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to go quietly again. According to retired 
generals, the present army command has 
realised that it is no better equipped to gov- 
ern Pakistan than civilians, and would 
only make itself unpopular in the attempt. 
At best, the army might try to put in place a 
new civilian administration, resorting to 
Pakistan's elastic constitution and mallea- 
ble judges for justification. 

Yet the civilian candidates are scarcely 
more palatable. A caretaker government of 
technocrats—a much touted idea in Islam- 
abad—would face fierce opposition from 
democratic activists unless it held an elec- 
tion within the statutory 90 days. But a 
fresh election would be unlikely to yield 
anything better. The main opposition 
party, Miss Bhutto’s Pakistan People’s Party, 
has an even more tarnished reputation 
than the Muslim League. Miss Bhutto her- 
self is under investigation for corruption 
not only in Pakistan, where she can argue 
that the charges are politically motivated, 
but also in Switzerland, where a magistrate 
said on August 19th that she should be 
charged with money-laundering. 

A new reformist party founded by an 
ex-cricketer, Imran Khan, failed to win any 
seats at the last election. Farooq Leghari, the 
president ousted by Mr Sharif last year, 
launched a party of his own on August 14th. 
He commands some respect, but as a tradi- 
tional landowner and former rrr stalwart, 
he is an implausible reformer. Anyway, 
most middle-class Pakistanis seem to think 
that the corruption of politics and the bu- 
reaucracy is so deep that no serious reform 
can be expected of any politician. As Zulfi- 
kar Ali Bhutto, a former prime minister 
and father of Miss Bhutto, put it 30 years 
ago, civil servants and politicians “form 
the managing personnel of the vast enter- 
prise of getting rich through participation 
in authority”. Since then, things have got 
worse, to the despair of all. 

This plays into the hands of the Islam- 
ists. They never win many votes, shrugging 
off the electoral system as corrupt and pre- 
ferring to campaign through street dem- 
onstrations and protest marches. Thanks to 
the Islamisation policy of the 1980s, a gen- 
eration of officers with Islamist leanings is 
rising through the ranks in the army. Al- 
though the many different Islamist groups 
seem too divided and unpopular to pose a 
serious threat to the present government, 
each successive failure of the mainstream 
parties only strengthens the Islamists’ argu- 
ment that Pakistan needs an entirely new 
political system. That is a prospect not to be 
lightly dismissed. Pakistan, after all, is the 
country that spawned the Taliban in refu- 
gee camps along the Afghan border, pro- 
vides many of their recruits and is now 
looking nervously over its shoulder at the 
recent march of fundamentalist Islam 
across Afghanistan. 
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Indonesia 


Terror in Chinatown 


JAKARTA 


The ethnic Chinese in Indonesia continue to live in fear 


DE THE back of his hairdressing shop, 
Eddy Tan keeps three long, samurai-style 
swords. The bakery next door has a large 
cylinder of tear-gas. Rumours of a repeat of 
the May riots, which left around 1,200 peo- 
ple dead and much of Jakarta in ruins, 
spread throughout the city earlier this 
month, prompting Governor Sutiyoso to 
urge citizens to arm themselves with what- 
ever came to hand—clubs, swords or scis- 
sors. Mr Tan and his neighbours, who are 
all members ofthe ethnic-Chinese commu- 
nity that bore the brunt of the May riots, 
needed no encouragement. 

Their neighbourhood in north Jakarta 
endured two days of near-anarchy in May, 
during which almost every shop along a 
three-kilometre (two-mile) stretch of road 
was looted and burnt. Today, the residen- 
tial streets behind the charred buildings are 
blocked off by new steel gates and moni- 
tored by uniformed security guards. Some 
of the houses are empty, their owners hav- 
ing fled abroad or to safer areas of Indone- 
sia, such as non-Muslim Bali. Those who 
have stayed behind, like Eddy Tan, cannot 
afford to move. 

Indonesia's Chinese are used to mob vi- 
olence. As long ago as 1740, Chinese immi- 
grants in Jakarta were attacked by a com- 
bination of hostile indigenous people and 
suspicious Dutch administrators. In recent 
years, however, the Chinese have prospered 
and put down roots. They have built their 
own blocks of flats and sent their children 
to private schools. True, under ex-President 
Suharto, public displays of Chinese iden- 
tity, such as signs using Chinese characters, 
were banned. There were also occasional 
outbreaks of anti-Chinese rioting. But most 
of these were attacks on property, not peo- 
ple, and the victims generally returned to 
rebuild their businesses. That may not hap- 
pen this time. 

What has so unnerved the Chinese is 
that the May riots were so brutal. Gangs of 
men moved systematically through Chi- 
nese areas of Jakarta smashing and burn- 
ing everything. They broke into houses and 
flats, and began raping women and even 
young girls—more than 150 in all, say hu- 
man-rights groups. Some were raped sev- 
eral times and then mutilated. Their ac- 
counts suggest the looters and rapists were 
led by members of the armed forces. Other 
soldiers stood aside and let the riots con- 
tinue. The owner of a computer shop says 
he and other Chinese shopkeepers had 
handed over a large sum of money to the 
army just before the riots. "We expected 


THE ECONOMIST AUGUST 22ND 1998 


protection," he said , “but it never came.” 
No one knows how many ethnic Chi- 
nese have left Indonesia, but the embassies 
of likely destinations, such as Australia and 
Canada, have reported a sharp increase in 
visa applications. Liem Sioe Liong, the Chi- 
nese owner of Indonesia's largest conglom- 


Is Chinese blood thinner than water? 


BEIJING 


ROTESTS by overseas Chinese at the 

brutality of the riots in Indonesia 

_ have been held in many parts of Asia. 
Those in China were telling. On August 
17th, Indonesia’s independence day, 
about 200 loosely organised protesters 
approached Indonesias embassy in 
Beijing, demanding punishment for 
those responsible. A Chinese women's 
group also gathered at a Beijing hotel to 
register its outrage. 

The protesters were angry not just 
with Indonesia. They also complained 
that their own government had been 
slow to tell the public about the atrocities 
and to make representations. Officials 
and the state-run media began to speak 
up in earnest only in the past few weeks, 
as the news started to seep into China via 
the Internet and other channels. 

Legally, China's reticence may be im- 
peccable. It can be argued that the Chi- 
nese government has no duty to ethnic 
Chinese abroad. Official Chinese state- 
ments on the riots in May emphasised 
that the victims were “members of the 


Concerned in Beijing | 
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erate, the Salim group, has not been seen in 
the country since May. Just as seriously, 
Chinese money has also left the country. 
The ethnic-Chinese business networks 
across East Asia were a crucial source of 
capital during the economic boom. When 
times improve, small and medium-scale 
manufacturers will find it hard to restart 
without access to Chinese money. 
President Habibie's government now 
appears to recognise the danger of alien- 
ating the Chinese. After first dismissing re- 
ports of mass rapes, the minister of wom- 
en's affairs, Tutty Alawiyah, is now leading 
a team investigating the attacks. Another 


Indonesian family". Though China once 
considered all overseas Chinese eligible 
for citizenship, it switched its criterion 
in 1954 from bloodline to birthplace. Yet | 
the protests show that some Chinese be- 
lieve their government should show spe- | 
cial concern for ethnic cousins, regard- _ 
less of their citizenship, as it has done | 
before. When Indonesia's Chinese came 
under attack in 1965, for instance, China | 
arranged for thousands of them to move _ 
to the mainland. 

The demonstrations are also a re- | 
minder, however, of something else: the 
government's fear of protests of any sort. 
However noble a cause may be, China's 
rulers are loth to approve marching in 
the streets with banners and petitions as _ 
a valid form of political expression. This, | 
no doubt, was another reason why the 
state-run media paid such scant atten- 
tion to Indonesia. It would, after all, have 
meant broadcasting news and pictures 
of mobs toppling a corrupt, crony-rid- 
den regime that had ruled, seemingly in- 
vincibly, for decades. 
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team is looking into all of the events sur- 
rounding the May riots. Mr Habibie made 
a point of condemning the violence against 
the Chinese during his state-of-the-nation 
address on August 15th. But that may not be 
enough to bring back those who have left. 
In the eyes of many Chinese, Mr Habibie is 
not a convincing ally. Responding to re- 
ports that the flight of Chinese retailers had 
disrupted the distribution of basic foods, 
Mr Habibie remarked that he would be 
happy to see indigenous Indonesians take 
their place. 

It is no secret that Mr Habibie has 
courted support in strongly Islamic sec- 
tions of Indonesian society, and that many 
Muslims resent the privileges some Chi- 
nese had under Mr Suharto. Some minis- 
ters have openly supported positive 
discrimination, to redress the balance of 
wealth in favour of indigenous Indone- 
sians. They point out that the same policy 
was applied successfully by Malaysia in the 
1970s. This will hardly reassure the many 
ethnic Chinese who fear they will never be 
fully accepted in Indonesia. 





North Korea 


Curiouser and 
curiouser 


SEOUL 


n A rare display ofharmony in a divided 
land, 250 Koreans from both sides of the 
border have been working together for the 
past year in Kumho, on the eastern coast of 
North Korea. They are building two nuclear 
power stations as part of a deal in which 
North Korea will freeze its nuclear-weap- 
ons programme in return for American, 
South Korean and Japanese help in con- 
structing new power plants. But this week 
American spy-satellite pictures were said to 
show thousands of North Koreans 
beavering away on what may be a secret 
undergound nuclear complex. 

The work is taking place near North Ko- 
rea’s old nuclear site in Yongbyon, just 
north of the capital Pyongyang. What could 
it be? North Korea has built most of its stra- 
tegic facilities underground. This one could 
be to test or produce missiles, which North 
Korea is already said to have exported to Pa- 
kistan and Iran. Or it could be a resump- 
tion of the North’s nuclear programme. If 
so, the North is likely to blame America. 

As part of the deal to build the new 
power plants, America promised to supply 
500,000 tonnes of fuel oil a year to North 
Korea until the first reactor was completed, 
in around 2003. But America is late in 
sending 218,000 tonnes this year because 
Congress has refused to appropriate some 
$20m to pay for the shipment. America has 


24 





No turning back 


BANGKOK 


IPLOMATS welcomed a meeting on 
August 18th between Myanmar's 
military intelligence chief, Khin Nyunt, 
and the chairman of the opposition Na- 
tional League for Democracy (NLD), 
Aung Shwe. Getting junta and opposi- 
tion together for their first direct talks in 
more than a year was something of a 
breakthrough. But, conspicuous by her 
absence was the NLD's leader, Aung San 
Suu Kyi. She remained stuck in a van 
south-west of Yangon, where security 
forces had halted her on August 12th. 
Miss Suu Kyi refused to turn back. 
But her health was deteriorating and on 
August 20th the NLD said she may have 
to give up. The government sought to rid- 
icule her protest by sending a beach um- 


asked South Korea to share the cost, but it 
has refused to do so. Although it is in the 
throes of an economic crisis, it is paying 
70% of the $4.6 billion cost of building the 
two new nuclear reactors. That, says the 
government, is enough. 

Meanwhile, North Korea has been get- 
tin£ impatient. It has been threatening 
since May to restart its nuclear facilities, 
with “unpredictably grave" consequences. 
It also seems to have been unsettled by the 
"sunshine" policy of the South's new presi- 
dent, Kim Dae Jung, who wants to separate 
economic co-operation from politics. The 
situation in the North remains grave. On 
August 19th, an American team of congres- 
sional visitors said that famine had killed 
between 300,000 and 800,000 North Kore- 
ans in each of the past three years. At the 
upper end of the estimate, that would rep- 
resent about 10% of the population. 

Some South Koreans suspect the new 
works were meant to be discovered so they 
could become a bargaining chip to get 
America to lift sanctions. The North's lead- 





brella, plastic table and garden chairs to 
the scene. Less clear was the junta's mo- 
tives in inviting NLD leaders to a meet- 
ing. It may have hoped to ease tensions 
before the August 21st deadline set by the 
NLD for convening the parliament 
elected in 1990, but never allowed by the 
army to meet after the NLD had won by a 
landslide. The generals may also hope to 
ease pressure from critical western gov- 
ernments and more emollient regional 
neighbours for a dialogue with the oppo- 
sition. In another bid to deflect criticism, 
18 foreign activists detained for distrib- 
uting pro-democracy leaflets in the capi- 
tal were deported. But two Myanmar stu- 
dents, reportedly arrested for the same 
offence, were jailed for seven years. 


er, Kim Jong Il, is certainly in deal-making 
mood. He is expected to become, officially, 
head of state on September 9th, when 
North Korea celebrates its 50th anniver- 
sary. Chung Ju Yung, the leader of South Ko- 
rea's biggest firm, Hyundai, visited Pyong- 
yang in June with a gift of cattle in the hope 
of clinching some business deals. Now he 
has been asked to send 5,000 Hyundai cars. 





Australia 


Nettle grasped 


SYDNEY 


T IS almost an article of faith in Austra- 

lian politics that politicians do not go 
into general elections promising new taxes. 
Yet that is what the conservative govern- 
ment, led by John Howard, is proposing to 
do. This week, amid continued speculation 
about an election before long, Mr Howard 
was travelling the country selling to voters a 
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plan to reform the tax system and intro- 
duce a new tax that Australians would pay 
almost every time they spend money. 

At the heart of Mr Howard's plan is a 
consumption, or goods-and-services, tax 
(Gsr). This would be set at 10% on just about 
everything, including food and drink. The 
only exemptions would be health care, edu- 
cation, child care and utility charges. In re- 
turn, income-tax rates would be cut so that 
most people would pay no more than 30% 
on what they earn. The highest income-tax 
rate, 47%, which now applies to those earn- 
ing more than A$50,000 ($29,500), would 
in future start at A$75,000. 

The plan is revolutionary by Australian 
standards. The taxation system has clunked 
along with little structural change for more 
than 50 years. It is widely regarded as out- 
dated and inefficient. One of its most futile 
features is the annual bickering between 
the federal government in Canberra and 
the six state governments, which depend 
on it for their budgets. This is a hangover 
from the second world war, when the states 
surrendered to Canberra their powers to 
levy income taxes. Under Mr Howard's 
plan, all Gst revenue would go to the states; 
they, in turn, would be obliged to drop nine 
unpopular indirect taxes, such as duty on 
financial transactions. 

Mr Howard is taking a big gamble with 
his plan. Other Australian leaders have 
tried to introduce a Gsr and have either 
dropped the idea because it was too unpop- 
ular or suffered a beating at the polls. The 
most dramatic rejection came five years 
ago when John Hewson, one of Mr How- 
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Drink up before it's tax 


ard's predecessors as leader of the Liberal 
Party, went to the hustings proposing a GST 
and other tax reforms. Though the incum- 
bent Labor government was tired and out 
of favour, it succeeded in waging a scare 
campaign against the tax, and the Liberals 
lost an *unlosable" election. 

Labor, now headed by Kim Beazley, is 


. The coalition crumbles 


I 
WELLINGTON 


FTER weeks of increasing acrimony 
and infighting, Winston Peters, the 
leader of New Zealand First, announced 
on August 18th that his party was with- 
drawing from the centre-right coalition 
government formed 21 months ago after 
the country's first election under a new 
system of mixed-member proportional 
| representation (MMP). Now the future of 
| MMP itselfis in doubt. 
| Its critics have argued that, by produc- 
| ing no clear winner, the system is bound 
| to lead to unstable government. The 
| 
| 





prime minister, Jenny Shipley, who in- 

tends to battle on with a minority govern- 

ment, is no fan. For a while, at least, Mrs 
_ Shipley can probably avoid an early elec- 
| tion. Eight of New Zealand First’s 16 Mrs 
have left their party tosit as independents 
and say they will give their support to Mrs 
Shipley's National Party in votes of confi- 
| dence. That means that Mrs Shipley 
| should be able to count on 62 votes in the 


country's 120-member parliament. 

Events came to a head in cabinet on 
August 12th. Mr Peters and four col- 
leagues walked out in protest at plans to 
sell the government's stake in Wellington 
airport. Mrs Shipley then sacked Mr Pe- 
ters as deputy prime minister and trea- 
surer, claiming he continually challenged 
her integrity. 

Mrs Shipley is living up to her reputa- 
tion as a tough fighter. She became New 
Zealand's first female prime minister af- 
ter ousting Jim Bolger as leader of the Na- 
tional Party last year while he was travel- 
ling abroad. Mr Peters, who formed his 
own party after being sacked from Na- 
tional's parliamentary group in 1992, has 
said he firmly believes in MMP and that 
people voted for it in a 1993 referendum 
"knowing full well that the outcome was 
liable to produce coalition government 
to ensure moderating influences in New 
Zealand politics". Until then, two parties, 


ASIA 


proposing to do the same this time. It will 
oppose the Gst and argue that over half of 
Mr Howard's proposed income-tax cuts 
would benefit the top one-fifth of earners. 
On August 19th, the Australian Council of 
Social Service, an influential lobby group, 
also attacked the plan. Although the coun- 
cil favours a consumption tax, it argued 
that Mr Howard's proposals would help 
rich people and leave those on lower in- 
comes worse off. 

Nevertheless, and despite his promise 
three years ago (in opposition) that he 
would “never ever" introduce a GST, Mr 
Howard has cast the die for tax to be a big 
election issue. As he put it, “It will be no 
sidebar mandate issue. This will be right 
there, slap-bang in the middle." And, after 
years of debate, there are signs that Austra- 
lians may now grudgingly accept a GST, or 
at least the notion that their tax system 
needs wholesale change. 

An opinion poll published in the Aus- 
tralian newspaper on August 18th showed 
39% of people in favour of Mr Howard's 
proposals and 36% against, even though 
more thought they would be worse off per- 
sonally. More tellingly, the poll gave the co- 
alition government a five-point lead over 
Labor, and Mr Howard the same lead over 
Mr Beazley as preferred prime minister. 

This, if sustained, marks a sharp rever- 
sal of the government's fortunes, which 
have seen it trailing Labor in the polls for 
much of this year. It may be enough to 
make Mr Howard go to the country in 
October. 
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National and Labour, had had a strangle- 
hold on politics in New Zealand in a first- 
past-the-post system. 

Ata recent National Party conference, 
Mrs Shipley said she favoured changing 
the present system. A discussion paper 
proposed that a referendum should be 
held “to put the fate of the electoral sys- 
tem back in the hands of the people". The 
National Party has been thinking of hold- 
ing itat the same time as the next general 
election, which is due in 1999. 

The idea has been gaining ground. A 
recent opinion poll found support for 
MMP had dropped from 42% at the time 
of the October 1996 election to just 29% 
now. Over half the people polled fa- 
voured a first-past-the-post system. A 
study published in July by the University 
of Waikato found that only 15% of people 
thought coalition politics was working. | 
But even if the voting system is changed, it — 
is unlikely to affect the next election. That | 
means Mrs Shipley has not only to cling 
to office but also to fight another cam- 
paign based on MMP before she can be 
sure of her grip on power. 
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Chipping towards the truth 


WASHINGTON, DC 


S THE first family flew in for its annual 
summer break in Martha's Vineyard, 
all seemed as normal: the warm embraces 
for celebrity friends, the practised small- 
talk for the waiting crowd. But how can it 
be politics or, indeed, family life, as usual? 
On August 17th, the day before the family 
holiday, the president sat in the White 
House Map Room and spent more than 
four hours testifying by closed-circuit tele- 
vision before a grand jury and its 
grand inquisitor, independent 
counsel Kenneth Starr. The same 
evening, in a four-minute tele- 
vised address watched by 68m 
Americans, he told the people 
what he had told Mr Starr: that he 
had lied to them for seven months 
about his relationship with Mon- 
ica Lewinsky. 

The president then appealed 
to the nation to turn away from Mr 
Starrs inquiry, and to move on. 
That seemed a tall order. For Mr 
Clinton was not merely confessing 
to lying on January 26th, when he 
angrily denied on television any 
sexual relationship with "that 
woman"; he was also confessing 
that he had lied on January 17th, 
when in a sworn deposition to 
lawyers acting for Paula Jones— 
who claims sexual harassment by 
Mr Clinton in 1991—he said: “I 
have never had sexual relations 
with Monica Lewinsky." 

Or so any ordinary viewer 
might conclude. But Mr Clinton is 
not known as “Slick Willy" for 
nothing. He is a lawyer, too, ever 
ready—indeed over-ready—to play 
with words. Hence the careful 
crafting of his television address 
this week: *As you know, in a de- 
position in January, I was asked questions 
about my relationship with Monica 
Lewinsky. While my answers were legally 
accurate, I did not volunteer information." 

Quite so. By the Republicans' count of 
the publicly available portions of Mr Clin- 
ton's January 17th testimony, the presi- 
dent's memory failed him some 267 times. 
But since the Paula Jones case has now been 
dismissed, many lawyers will argue that 
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perjury in that case would never be prose- 
cuted. The same may be true of the allega- 
tions of suborning perjury that stem from 
the same case: the allegation, for example, 
that witnesses were pressured to amend 
their evidence of other presidential 
gropings in the Oval Office. Perhaps, in the 
end, none of this will stick to Mr Clinton; 
perhaps, too, as he must hope, Mr Starr will 
not manage to come up with anything else. 


QUY oS 
-—— ^ 
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But what if he is wrong? What if Mr 
Starr presents Mr Clinton's misdeeds as 
part ofa pattern of deceit that would justify 
the punishment of Congress? This is what 
he is aiming at, and Mr Clinton knows it. 
Hence, in an implicit challenge to Mr Starr, 
the direct-eyed declaration: “I say to you 
now that at no time did I ask anyone to lie, 
to hide or destroy evidence or to take any 
other unlawful action." 


That claim is a bold one, and it goes to 
the heart of what Mr Starr has been investi- 
gating. The Clinton past is littered with 
questions for which answers are either ab- 
sent or are not quite convincing. What were 
the Clintons, husband and wife, exactly do- 
ing in the Whitewater property venture 
that failed in the 1980s? Why were seven 
employees in the White House travel office 
dismissed in 1993? Why did Vince Foster, 
the White House deputy counsel, appar- 
ently commit suicide in 1993, shortly after 
filing three years-worth of delinquent 
Whitewater tax returns? Did Mrs Clinton 
hide billing records connected with 
Whitewater? Did the Clinton administra- 
tion improperly use rBi files on the Reagan 
and Bush administrations? Was Webster 
Hubbell, a former associate attor- 
ney-general and a partner with 
Mrs Clinton in the Rose Law Firm, 
paid to keep silent during 18 
months in jail for fraud? 

Seeking that pattern has led Mr 
Starr—a man of absolutist princi- 
ples and, under the independent 
counsel statute, almost limitless 
powers of inquiry—to issue doz- 
ens of subpoenas, with high and 
humble alike incurring legal costs 
that they, not the government, will 
have to pay. To know Mr Clinton, 
it seems, is to be a suspect for Mr 
Starr;so no wonder Mr Clinton on 
August 17th appeared not so much 
contrite as angry, devoting—ap- 
parently at the urging of Hillary— 
half of his address to an attack on 
his tormentor. 

But was it wise to mix attack 
with apology? Instant and not-so- 
instant polls after the president's 
speech show his job-approval rat- 
ings remain comfortably above 
609; and, even though half the 
population disapproves of Mr 
Clinton “as a person", more than 
two-thirds think he should remain 
in office. Go beyond the incestu- 
ous political world within the 
Washington beltway, and the pub- 
lic does indeed express a wish to 
consign both Whitewater and the Lewinsky 
saga to history. Mr Clinton can look at the 
first polls and take comfort. 

The comfort, however, may be an illu- 
sion. Dick Morris, a one-time adviser to Mr 
Clinton (official links were severed after 
news broke of an affair between Mr Morris 
and a prostitute), accurately noted that the 
president had appeared “more angry than 
abject”; he wished there had been “more 
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Did associates of the Did Mr Clinton lie 
Clintons try to buy the about a relationship 
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associate attorney- he try to cover up an 
general? affair? 
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contrition in his voice." On August 18th Mr 
Morris took his turn before the grand jury, 
telling it of conversations with the presi- 
dent back in January over the Lewinsky 
matter. Mr Morris said he advised a forth- 
right apology to the public; the president 
looked at the polling data and decided it 
would not work. The eventual apology, be- 
ing so incomplete, may not work either. 
For the public, devil-may-care as it 
seems, is not immune from the world ofthe 
pundits and politicians; and their verdict 
is hardly encouraging for Mr Clinton. True, 


Al Gore, safely lodged in Hawaii, an- 
nounced that Clinton was a "great" and 
"honest" president; but as the man being 
groomed by Mr Clinton to succeed him, 
what else could Mr Gore say? A more con- 
vincing reaction came from Dianne 
Feinstein, a Democratic senator from Cali- 
fornia and a long-time ally of Mr Clinton, 
who said his address had left her trust in 
him "badly shattered". Both Dick Gep- 
hardt, the minority leader in the House of 
Representatives, and Tom Daschle, his 
counterpart in the Senate, said they were 


"disappointed" in the president. 

But politics is a hard profession, and 
November'ss mid-term congressional and 
gubernatorial elections are fast approach- 
ing. No leading Democrat is going to ex- 
press more than "disappointment"; better 
to soldier on and hope the voters turn out. 
As Jennifer Laszlo, a Democrat loyalist, puts 
it, the economy is good, the budget is bal- 
anced and the president “is woven of the 
same flawed fabric as we are." Perhaps that 
is why most leading Republicans—with the 
exception of House Whip Tom DeLay and 
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Names on a marble wall 


WASHINGTON, DC 


ROMOTING American values and 

interests abroad has always been per- 
ilous, and the 178 names carved into a 
marble wall at the State Department 
prove that it can often be deadly. The 
names, those of American officials killed 
abroad in the line of duty, will soon be 
joined by 12 others, the victims of the re- 
|. cent embassy bombing in Kenya. Al- 
though the bomb killed mostly Kenyan 
citizens, it also claimed a group of 
Americans so diverse as to contra- 
dict the idea that the foreign service 
remains a bastion of the white elite. 
Among the victims were four 
blacks and officials of Filipino, In- 
dian and Middle Eastern descent. 
| They represented, as President 
_ Clinton said in his eulogy, “a por- 
| trait of America today and of 
America’s tomorrow.” 

Not so long ago the foreign-pol- 
icy establishment was virtually a 
gentleman's club, relegating mi- 
norities and women to low-level 
staff positions. Although the civil- 
rights movement of the 1950s be- 
gan to change this, it was not until 








Killed by terrorism, not by fever 


the Carter administration introduced af- 
firmative-action programmes in the late 
1970s that the club was finally forced to 
throw open its doors. Although white 
males still make up almost 60% of foreign 
service employees, the number of minor- 
ities has increased steadily in the past two 
decades. 

Perhaps more than domestic politics, 
it was the expanding scope of American 








foreign policy after the second world war  : 
that brought on the need for greater diver- : 
sity in the foreign service. As volatile areas | 
such as Africa and the Middle East took 
on greater strategic importance, the State 
Department recognised that the officials 
it sent to those regions were potent sym- 
bols of American culture and values. It 
was no accident that the State Depart- 
ment began to assign women in official 
capacities to Islamic countries, where 
women are generally barred from such | 
work; or that it sent American blacks to 
Africa in the 1960s, when the continent 
was rapidly emerging from colo- 
nialism, to show sympathy and 
solidarity with the fledgling nation | 
states. 

The names on the marble wall 
also represent a more sobering fact 
of modern American life. As Amer- 
ica expands its global reach, the for- 
eign service that represents Ameri- 
can power abroad is made 
increasingly vulnerable and is in- 
creasingly resented. From 1790 
through the 1940s, American offi- 
cials who died abroad were largely 
victims of smallpox, yellow fever 
and natural disasters. The recent | 
names are victims of terrorism, | 
from Bosnia to Beirut to Pakistan. 
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presidential hopefuls Dan Quayle and 
John Ashcroft—are taking pains not to de- 
mand the president's resignation. The com- 
mon reaction is that of Utah's Orrin Hatch, 
chairman of the Senate Judiciary Commit- 
tee: “I'm one of those people that does not 
want impeachment, if he tells the truth and 
if it’s not more serious." 

In any case, who knows what Mr Starr 
will tell Congress in the report he is ex- 
pected to deliver next month? As Newt 
Gingrich, the House speaker, says: “My 
deepest belief is that all of this is part of a 
much bigger story, and we have to wait un- 
til the report is in before we make judg- 
ment.” All of which makes perfect political 


sense. To be too partisan would support the 
notion of a right-wing conspiracy, and so 
play into the hands of Mr Clinton. 

Far better, think the Republicans, to let 
events take their course (the next mishap 
for Mr Clinton could be a decision by the 
attorney-general to appoint yet another in- 
dependent counsel, this time to look into 
the Democrats’ 1996 campaign finances). 
And why push for impeachment when it 
would hand the White House over to fairly- 
clean Mr Gore? The best chance for a Re- 
publican president is surely to let Mr Clin- 
ton stagger to the end of his term, 
remembered not for his considerable vir- 
tues but for his “inappropriate” vices. 





American democracy 


Building the perfect citizen 


DAYTON, OHIO 


Americans have more opportunities to vote, and in a greatervariety of referen- 
dums and elections, than anybody else. The second article in our series on 
democracy in the United States looks at efforts to help—or even to persuade— 


citizens to shoulder this responsibility 


CROSS the hall teenagers are 

playing basketball, bouncing 
and scoring and burning off the en- 
ergy that might otherwise burn 
streets. But tonight the other room 
in this community centre, a nonde- 
script warehouse in a poor part of 
Dayton, Ohio, has been set aside for 
an experiment. A white-haired pro- 
fessor, with a white beard and a 
purple-patterned sweater, is trying to gen- 
erate a discussion about juvenile delin- 
quency. He stands before an audience of 
30—some black and some white, mostly 
shy—and slowly, carefully, extracts their 
opinions. 

The professor works at the Kettering 
Foundation, which employs some 20 
scholars in this quiet town, and their mis- 
sion is to promote something called delib- 
erative democracy. The idea is an old 
one—stretching back well beyond the town 
hall meetings held by the first white Ameri- 
cans who landed in New England—but it 
has been dusted off by David Mathews, Ket- 
tering's president. Like proponents of the 
referendums that have spread across Amer- 
ica, Mr Mathews is a firm believer in citi- 
zens' central role in a democracy. But rather 
than talking up the virtues of direct democ- 
racy, Mr Mathews aims to empower ordi- 
nary folk by encouraging them to think 
about public policy more deeply. 

Mr Mathews worries that modernity is 
the enemy of democratic virtues. Technol- 
ogy has squashed most people's political 
moments into the space of a few seconds: a 
television soundbite, a poster glimpsed 
through a car window, a phone call from a 
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pollster demanding views on So- 
cial Security or Bosnia while you 
are trying to feed the two-year-old. 
At the same time, modern technol- 
ogy has served up mounds of data 
on public policy that cannot be di- 
gested quickly. These dual 
pressures—less time, more data— 
leave ordinary citizens feeling help- 
less, reliant upon a class of policy 
experts. The ideal of the virtuous 
citizen—virtuous in the sense of involved 
in the polity—no longer seems attainable; 
deliberation no longer seems worthwhile. 
This sense of discouragement, Mr 
Mathews continues, explains Americans 


UNITED STATES 


alienation from government. It explains 
why people feel ignored by politicians, and 
why so few vote. It is perhaps not surprising 
that Americans so virulently hate taxes: as 
their sense of political participation has 
withered, they feel that their forefathers’ 
complaint against taxation without repre- 
sentation is relevant once more. The solu- 
tion, says Mr Mathews, is to restore Ameri- 
cans’ sense of political involvement by 
rekindling civil deliberation. 

Mr Mathews has pressed these themes 
since his days as a cabinet secretary in the 
Ford administration, but it is only in the 
past five years or so that they have really 
caught on. The cultivation of virtue has be- 
come a hot subject at universities, along 
with the related study of the civic institu- 
tions (the church, the family, local volun- 
tary associations) which are thought to fos- 
ter virtue best. The Republican Party 
worries about national “character”; 
Clintonite Democrats talk about “respon- 
sibility” and “community”. At any given 
time there is at least one august commis- 
sion, headed usually by a presidential 
hopeful, pondering these questions. 

The Kettering folk claim to be more 
than just ponderers. Each year they pro- 
duce booklets on three public-policy ques- 
tions, describing three distinct approaches 
to each one. These booklets are taken up by 
a network of discussion groups across the 
country, known as the National Issues Fo- 
rum. Sometimes participants aim only to 
educate themselves on an important issue. 
Sometimes they have a more concrete goal. 
In Dayton, for example, the city govern- 
ment recently enlisted Kettering’s help in 
convening 31 citizen meetings; these were 
used to sound out opinion before settling 
on a redevelopment plan. 

Kettering has also formed alliances 
with newspapers. The Dayton Daily News 
sent a reporter to all 31 of the city's redevel- 
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opment forums; it devoted pages of print to 
them, magnifying the sense of public par- 
ticipation in the city's schemes. This re- 
flected the newspapers commitment to an 
idea known as “public journalism", which 
aims to avoid the usual media focus on ex- 
tremes and conflicts, and to air the views of 
ordinary Americans. Public journalism is 
meant to make mainstream folk more con- 
fident that, if they bother to deliberate and 
to express opinions, someone will pay at- 
tention. "[It] is about making better citi- 
zens," one ofthe editors explains. 

It seems unkind to prod too hard at this 
idealism. Yet it is not certain that public 
journalism commands the public's inter- 
est: the Dayton paper's circulation is flat. It 
is not clear, either, that the city govern- 
ment's redevelopment plans were seriously 
affected by the forums; despite consider- 
able publicity, an average of only 11 people 
attended each one. 

Meanwhile, the Kettering scholars seem 
taken aback by questions designed to 
quantify their impact. They do not know 
how many discussion groups are part of 
their National Issues Forum. They do not 
know how many of their booklets get dis- 
tributed. They do not know how much de- 
liberation they have brought about. At the 
session in the Dayton community centre it 
turns out that several of the talkers have a 
professional interest in juvenile violence, 
as pastors or social workers; and that sev- 
eral others are Kettering employees. The or- 
dinary citizen still seems to have had very 
little to say for himself. 

It is hard to believe that the commis- 
sions and think-tanks that fret about citi- 
zen virtue can make much difference. 
Many Americans do voluntary work and 
most go to church; but many do not extend 
these habits of virtuous involvement to na- 
tional politics. Mr Mathews may long for 
citizens to deliberate about public policy, 
but he seems bound to stub his toe on the 
natural tendency of labour to divide and 
specialise. When professionals dominate 
all complex subjects, from the forecasting 
of markets to the cataloguing of library 
books, perhaps it is too much to hope that 
public policy can ever be the province of 
the amateur. 

On the other hand, democracy can be 
surprising. Citizens who have shirked their 
responsibilities for years may be suddenly 
galvanised, by a single issue such as a road, 
a dam or the state of the schools, into taking 
an active and informed part in public life. 
To expect deliberation and participation 
in every facet of public policy is clearly Uto- 
pian, as is the idea that virtuous citizens 
can be made en masse. Yet to plug away 
with citizen education and discussion, and 
to get the press involved in the effort, may 
still sometimes turn out dividends when 
the time and the issue are right. 
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The state of the cities 


Downtown Is up 


CHICAGO 


T WAS a typical story of urban woe. In 

1983, Sears, Roebuck closed the doors of 
its State Street store in Chicago after 51 years 
in business. Two neighbouring retailers 
had gone bankrupt; pedestrians had all but 
abandoned the street. End of the story? No. 
Sears is coming back. The retailer has an- 
nounced plans to open a five-storey, 
237,000-square-foot store on State Street by 
the spring of 2000. In a revival matched by 
the downtown areas of many other Ameri- 
can cities, Chicago's State Street is once 
again a place for doing business. 

All Chicagoans can hum “State Street, 
that great street." Alas, they have not always 
meant it. State Street was the heart of Chica- 
go's retail world in the early 1900s. The sec- 
ond half of the century was not so kind. 
Shoppers flocked to new suburban malls. 
Some Chicago retailers went bust; others 
migrated to trendier Michigan Avenue. 
Then, in 1979, the city made bad worse by 
converting State Street into a "transit mall". 
It was closed to all vehicles except public 
transport; the pavements were widened to 
make it feel like a suburban mall. 

Far from attracting more shoppers, this 
repelled them. As the planners have since 
learned, some spaces can be too open. The 
wide, grey pavements were empty and un- 
inviting. The increased bus traffic, belching 
exhaust, made things still bleaker. By the 
time State Street hit bottom, seven depart- 
ment stores with a total of 2.5m square feet 
of retail space had closed. 

Nearly two decades later, the city has 
taken another crack at redeveloping State 
Street, and this time it has done a better job. 
To begin with, the transit mall was 
scrapped and traffic was re-introduced in 
1996. The pavements were narrowed from 
36 feet to 26 feet, providing “a pleasant 
sense of bustle”. The street got a $25m 
facelift designed to recall its greatness in 
the early 1900s: old-fashioned subway en- 
trances, landscaped flower beds, deco- 
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State Street property 
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rative newspaper kiosks. The designers 
even found the company that made the 
first street lamps in 1926, and ordered rep- 
licas. All this not only drew sightseers, it 
won the American Institute of Architects’ 
honour award for urban design. 

And business followed the award. The 
total available retail space in the State 
Street area increased by 8% between 1990 
and 1997, and vacancy rates fell from 6.4% 
to 1.8%. The Palmer House Hilton, a smart 
hotel just off State Street, is enjoying its 
highest occupancy rate since it opened in 
1924. The south end of the street has 
evolved into an “education corridor"; on 
one count, more than a dozen local univer- 
sities and colleges have come to show off 
here, bringing 4.0,000 students with them. 

It is a good time for downtowns in 
many parts of America. The demand for of- 
fice space is growing; consumers are spend- 
ing freely. And a more subtle and poten- 
tially longer-lasting force is at work: 
demographics. Young professionals are 
having children later and are therefore 
staying in cities longer. (Many would not 
leave at all, if the schools were better.) At the 
same time, “empty-nesters”, couples whose 
children have left home, are moving back 
to the city because it is more practical than 
a big, empty house in the suburbs. Both 
groups have a taste for sports, culture and 
entertainment, all of which can be found in 
town centres. 

Meanwhile, since the suburbs are now 
saturated with malls, retailers are rediscov- 
ering downtown. Chicago's central busi- 
ness district has the second-largest con- 
centration of office space in North 
America. More than 15,000 workers walk 
by some downtown blocks every day. Many 
of them, with more money than time, do 
their shopping there. Toys “R” Us has a 
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large new store on State Street; that is where 
your correspondent buys nappies. 

But it is not just a strong economy that 
has revived State Street. The redevelopment 
programme has made aggressive use of a 
public-finance tool called tax increment fi- 
nancing (rir), which allows the city to fi- 
nance economic development by tapping 
into the future tax revenues it is expected to 
generate. The city identifies a specific area 
that is economically stagnant and then is- 
sues bonds to pay for projects to give it a 
boost—anything from renovating historic 
buildings to subsidising private develop- 
ers. The bonds are later paid offby using the 
new tax revenues generated by rising prop- 
erty values in the TIF district. 

Chicago's mayor, Richard Daley, loves 
this device. The city has created 44 of its 54 
TIF districts since he was elected in 1989. All 
told, they have earned $270m in incre- 
mental property taxes. The city boasts that 
each dollar of tax increment financing gen- 
erates $6 of private investment. 

Critics argue that TIF often puts money 
in developers' pockets for doing things they 
would have done anyway. They add that 
success stories like State Street draw tenants 
away from other parts of the city. The pro- 
gramme also puts the government in the 
position of parcelling out subsidies (Sears 
is asking for an undisclosed amount of TIF 
money to help its move back to State Street). 
Still, this is a way to raise money for eco- 
nomic development at a time when Chica- 
go's ration of federal money for such pro- 
jects has fallen by 56% since 1980. 

The bigger problem is that the success of 
central business districts has not spread to 
the poorer parts of America's cities. Most 
cities will probably finish the decade more 
segregated by race and class than they 
started it. Most are still losing middle-class 
residents. The bulk of America's job growth 
is still in the suburbs. It is too early to hold a 
parade to celebrate the rebirth of America's 
cities. Still, you can take a very pleasant 
stroll down State Street. 





The shrimping industry 
Emptier nets 


ARANSAS PASS, TEXAS 


ISHERMEN have something in com- 

mon with cowboys. Both live physically 
demanding, isolated lives. Both tend not to 
suffer fools gladly. Both get kicked around a 
lot. And, nowadays, both are vanishing 
breeds in Texas. 

A drive along the Gulf coast of Texas re- 
veals green marshes that give out on to pale 
yellow beaches. Black storm clouds drop 
shards of lightning over a horizon punctu- 
ated by oil rigs and shrimp boats. The fish- 
ermen of this part of America catch few 
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Beset by snappers and turtles 


fish; instead, last year, Texan boats landed 
over $160m-worth of white, brown and 
pink shrimps. 

Yet the tale of shrimping in the Gulf of 
Mexico, which stretches from Texas to Flor- 
ida, is nota happy one. Too many boats, too 
many empty nets. The shrimpers have re- 
sponded as they do the world over. They 
borrow more money, build bigger boats, 
and work harder, harvesting shrimps that 
are too young or too small. The response of 
government, federal and state, has been 
regulation designed to preserve a sustain- 
able fishery. 

So now the shrimpers say they are being 
regulated out of business. They have trou- 
ble making themselves heard in Austin, the 
state capital: the shrimpers’ most effective 
voice, the Texas Shrimp Association, has a 
hard time battling slicker and richer lobby- 
ists who represent environmental and an- 
gling interests. The result is that the Texas 
Gulf fleet has shrunk from 5,200 boats in 
1990 to 3,500 today. 

It does not help that the inshore and the 
offshore shrimp fleets are often at logger- 
heads. Offshore shrimpers, out at sea in big- 
ger boats for weeks at a time, grumble that 
the inshore fleet steals their baby shrimps 
before they can grow and head out to sea. 
The inshore fleet says those offshore fellows 
steal the mother shrimps before they can 
reach the bays and reproduce. 

While the shrimpers carp, the anglers 
get their way. Anglers have more power in 
Austin than shrimpers, and with reason. 
The money the shrimpers bring to Texas is 
dwarfed by the $800m-a-year impact of 
saltwater anglers on local motels, restau- 
rants and sellers of bait and tackle. More 
than a million Texans say they cast a rod in 
the surf: when they complain, they are 
heard. And they complain that the 
shrimpers catch the red snapper that they 
hope to catch themselves. 

This season, therefore, the state ordered 
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a fish-excluder to be knitted into every 
shrimping net. This eye-shaped hole 
should let the rare red snapper (and other 
fish) swim away unharmed. Unfortunately, 
plenty of shrimps—up to 9% of a boat's an- 
nual catch—will swim away too. That could 
put a tenth or more of the Gulf fleet out of 
business. So the shrimpers, furious, have 
filed a lawsuit alleging that the fish-ex- 
cluder is based on flawed research. Only a 
tiny fraction of the red snapper population 
is caught in their nets, they say; pollution is 
the real culprit. There is something in this. 
These days, the Gulf of Mexico—shallow, 
tainted by industrial waste and discarded 
munitions, dotted with more than 4,000 
oil and gas rigs—is not a welcoming envi- 
ronment for underwater creatures. 

The shrimping fleet already has one 
mandated escape-hatch in its nets. Since 
1989 all shrimp nets are obliged to have 
Turtle Excluder Devices, TEDs, sewn into 
them, which are designed to protect the en- 
dangered Kemp' Ridley turtle. The 
shrimpers complain that the TEDs have al- 
ready cost them 10% of their catch. Leo Har- 
din, who has been fishing since 1957, is par- 
ticularly scathing about them: "In all my 
time fishing, l'veonly seen—not caught, but 
seen—maybe six or seven turtles, and none 
of them was one of these precious Ridleys." 

Most of the shrimp-boat captains are 
Vietnamese or Latino; most of the deck- 
hands are Mexican. In a time-honoured 
system, an owner hires a captain who in 
turn provides the crew. The owner supplies 
the boat, the gear, fuel and insurance in re- 
turn for 60-70% of the catch. The crew pro- 
vide their own food and ice for the hold 
and split the rest. In a decent year a captain 
will make $45,000, a deckhand perhaps 
$30,000. Which is not bad, if you don't 
mind being cooped up in a boat for weeks 
at a stretch. "If you like jail, you'll like 
shrimping,” says Mr Hardin wryly. 
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Nebraska's Kool-Aid test 


I THESE days of fever in Washington, it can be salutary to 
travel into the middle of the other, quieter America: say, to 
Hastings, Nebraska. In 1879 two new railways intersected on the 
prairie, and around this random "X" the town of Hastings was 
born. Within a dozen years, 32 passenger and 75 freight trains 
chugged into its stations daily, and Hastings became quite a 
place. The flat ocean of land that stretches for miles in all direc- 
tions brought forth corn and wheat aplenty; prosperous enter- 
| prises lined the streets with fine architecture; the town fathers 
built a handsome liberal-arts college. And here, in 1927, a 
prairieman invented a bright drink called Kool-Aid. The inven- 
tor made his fortune. Now the people of modern Hastings hope 
. his story will restore their for- 
tunes as well. 

Hastings, like all Nebraska, 
has an enviable problem. Un- 
employment is so low that em- 
ployers cannot find workers. 
The state's jobless rate, like that 
of Hastings, is a mere 1.7% of the 
workforce, compared with 4.5% 
in the rest of America; in Has- 
tings, it has been 2% or less for 
over three years. And so Ne- 
braskans are trying to persuade 
other Americans to join them 
on the prairies, despite the 
steamy summers and freezing 
winters, despite the absence of 
dramatic mountains or coast- 
lines, and despite the discon- 
certing habit of serving coffee 
that tastes like dishwater before 
the inevitable steak. 

Later this month, Nebraska 
will air television advertise- 
ments featuring homely mid-western images designed to warm 
the hearts of potential migrants: “Genuine. Nebraska”, the slo- 
gan goes. Hastings, for its part, performed its own ceremony of 
boosterism by celebrating Kool-Aid day on August 15th. Chil- 
dren dressed up in Kool-Aid costumes and visited the world’s 
largest Kool-Aid stand. Somebody dressed as the Kool-Aid Man, 
the rotund cartoon figure from the drink's rv ads, presented a 
proclamation to the city of Hastings from Nebraska’s governor, 
Ben Nelson, making Kool-Aid Nebraska’s official soft drink. 

Taking a cue from Nebraska’s slogan, Hastings hopes its asso- 
ciation with Kool-Aid will make it sound “genuine”: a simple 
place, familiar and uncomplicated, like the America of aproned 
housewives and black-and-white rv. The story of Kool-Aid's cre- 
ation is most definitely genuine. A boy working in his father’s 
grocery store sends off for a manual on how to become a manu- 
facturer, then goes on to invent a cheap product that mothers 
adore. Having grown up in a house made of prairie mud bricks, 
unprotected from dust and grasshopper invasions, the inventor 
dies a millionaire. But he gives much of his fortune back to the 
prairies, through a variety of philanthropic gifts. 

In some ways, today's Hastings feels as genuine as this story. 
One of the inventor's nephews has an office in the town centre 
where you can still find typewriters and manual ledgers. The 
proudest Hastings company, Dutton-Lainson, is still owned and 
run by one family. Its waistcoated patriarch, Hal Lainson, pre- 
sides at the age of 85 from behind his splendid antique desk. His 
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employees work hard, but go home for lunch with their families. 
He exudes Main-Street contempt for the Wall Streeters who con- 
stantly offer to arrange the purchase of his company, and boasts 
of his indifference to the stockmarket's fortunes. 

Yet perhaps Kool-Aid is an apter symbol for Hastings than its 

boosters would like. For there is another side to this drink's story, 
less about small-town Nebraska loyalties than about American 
mobility. Edwin Perkins, the inventor whom Hastings now 
proudly claims, actually spent only 11 years there: in 1931, four 
years after hitting on the formula to reduce juice concentrate to 
crystals, he moved on to Chicago, the better to distribute his 
product nationally. In 1953 he sold his firm to General Foods, 
which later merged with Kraft. 
And so now, after a long odys- 
sey, the product that stands for 
farm-town virtue is managed 
from Rye Brook, near New York 
city. 
Besides, Kool-Aid’s image 
has changed as much as its 
headquarters. Time has 
marked the brand indelibly: 
Tom Wolfe’s “The Electric 
Kool-Aid Acid Test” describes 
how the drink changes when 
you put LSD in it; hundreds of 
cult members in Guyana dem- 
onstrated the consequences of 
lacing it with cyanide. Mean- 
while, Kool-Aid’s marketers 
have done their best to stay 
abreast of fashion. In the 1940s 
Kool-Aid sponsored a youth 
movement called Scouts of the 
Stars and Stripes; from the 
1970s, thrifty patriotism gave 
way to flashing Tv images set to disco rhythms, and later to 
mountain bikes and snowboards and rap music. 

Hastings, likewise, is more mobile and already more mixed 
than its boosters say it is. The mayor comes from North Carolina; 
the city administrator comes from Georgia; Latinos and Viet- 
namese have made their homes there. A new delicatessen down- 
town now serves latte coffee; the traditional stores, with names 
like Alan’s Ace Hardware and Bert’s Drugs, compete with 
Walmart. Even the local farms have changed their character. 
Most of the corn no longer goes to farm kitchens but to ethanol 
plants as monumental as the federal subsidies they burn. 

Of course, this is not surprising. America is always shifting, 
and a town created by railways is part of this theme. At the same 
time, America is always trying to manage the consequences of 
mobility: it muffles rootlessness by talking about “community”; 
it clings to traditions, even imagined ones. And, just possibly, the 
imagined connection between Genuine Nebraska and Genuine 
Kool-Aid will help bring Hastings new people. 

After all, Kool-Aid has quite a following. Enough sachets are 
sold each year to reach from Hastings to Chicago 100 times over; 
and there is a lively trade in discontinued flavours on the Inter- 
net. Already a nursing association has chosen Hastings for its 
convention because it is the birthplace of Kool-Aid. Who knows, 
sugary nostalgia may revive small towns across the country. Not 
long ago, LeRoy, New York, celebrated the 100th anniversary of 
Jell-O with a fine ceremony at its Jell-O museum. 
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The politico-biology of Mexico 
comes apart 


MEXICO CITY 


The cosy symbiosis of business and ruling-party politics is under attack 


A Pe past few years, Mexico has been a 
land of sensation and scandal: political 
murders, drug lords and their high-placed 
friends, mysterious bank accounts, fingers 
in the till. This week's episode was sensa- 
tional indeed: the capture on August 18th, 
after a nine-month hunt, of Mexico's, per- 
haps the world's, most wanted kidnapper— 
Daniel Arizmendi, an ex-policeman famed 
for sending his prisoners' sliced-off ears to 
their relations as a payment incentive. Yet a 
far more significant—and, ultimately, more 
compelling—spectacle is playing: the slow 
(and, yes, scandal-spotted) unravelling of 
bonds that have held the political system 
together for seven decades. 

Picture the scene. Centre-stage stands 
the government, struggling valiantly with a 
terrible, serpentine beast called Fobaproa. 
In the front rows of the audience, watching 
with noisy contempt, are the opposition 
parties and—back in the cheaper seats—the 
Mexican public. And flitting through the 
backdrops or lurking in the wings are a 
handful of top bankers and businessmen, 
waiting to make their dramatic entrances. 

Fobaproa is the official agency which, 
after the currency collapse of 1994-95 had 
left many people too poor to repay their 
bank loans, saved the banks by taking over 
some of these non-performing loans. But 
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not very cleverly. In return for the banks' 
loan-books, it issued them some $65 billion 
of bonds; and the mountain of interest that 
it will eventually have to pay (to the banks 
that hold them) on these bonds is expand- 
ing at nearly $1 billion a month. 

Alas, in its haste to keep the banks alive, 
Fobaproa did not scrutinise the loan-books 
it was swallowing. It is now plain that most 
of the money cannot be recovered by sell- 
ing assets, because the loans were badly set 
up, and Mexico's bankruptcy law and judi- 
cial system are inadequate. Moreover, 
some big loans were fraudulent anyway; 
neither bank nor borrower ever really ex- 
pected them to be repaid. 

So the government, like any panto- 
mime hero, asked its audience to help it kill 
Fobaproa. Alas, this meant taxpayers 
would have to meet most of the cost. Oh, no 
they won't, shouted the opposition parties. 
Oh, yes they will, retorted the government. 
Until a year ago that would have been that. 
But the election then of an opposition ma- 
jority in the lower house of Congress means 
that, for the first time in 70 years, the ruling 
party cannot get its way. 

The result is this month's flurry of de- 
bate and negotiation before the new ses- 
sion of Congress in September. The left- 
wing Party of the Democratic Revolution 
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(PRD) opposes turning any of Fobaproa's 
bonds into straightforward public—ie, tax- 
payers'—debt. It will hold a national survey 
on August 30th to see if taxpayers agree (as 
they will, having watched “Fobaproa And 
You”, the PRD's video explaining how the 
government plans to charge them, their 
children and their grandchildren for rich 
bankers' mistakes and misdeeds). 

The conservative National Action Party 
has been less critical, but was expected to 
propose, late this week, a compromise that 
the government might accept: turn most of 
the bonds into public debt, but put some of 
the cost ofthe bail-out back on to the banks. 
In return it wants some heads to roll; not 
least, that of the central bank's governor 
(and former finance minister and, still ear- 
lier, bank privatiser), Guillermo Ortiz. 

The argument over what to do with the 
debt has also shone a spotlight on how it 
got so big. Enter, shuffling, the figures from 
the wings. Government and big business, 
always close in modern Mexico, grew espe- 
cially matey in the days of Carlos Salinas, 
president from 1988 to 1994. He sold many 
state enterprises, including banks, to peo- 
ple such as stockbrokers who had grown 
rich in the economic recovery of the early 
1990s. Some of these were responsible for 
the banks' bad lending practices, big loans 
to other newly privatised firms and frauds 
that all eventually landed on Fobaproa. 
Last month the PRD named some of the 
people whose debts Fobaproa bought. A 
few are at least suspected of being still quite 
rich enough to repay for themselves. So it 
has been easy for the opposition to allege 
that the bank rescue was structured to pro- 
tect rich borrowers and rich lenders. 

What makes it even easier is another re- 
opening scandal from the Salinas years. In 
1993, at a private dinner that became fam- 
ous after one guest leaked details, the then 
president asked a couple of dozen of the 
country’s fattest cats—those who had bene- 
fited from the privatisations—for hefty con- 
tributions to the ruling Institutional Revo- 
lutionary Party (PRI). That any obliged is 
not proven. But Gerardo de Prevoisin, a 
French-Mexican former insurance broker 
who took over the state airline Aeromexico 
in 1988, claimed—after fleeing Mexico in 
1994 and being accused of embezzling 
$72m from the airline—that he had chan- 
nelled $8m from it to the PRI, presumably 
for the future President Ernesto Zedillo's 
election campaign. 

This month Mr de Prevoisin was ar- 
rested in Switzerland, and now faces extra- 
dition (for the embezzlement). This week a 
Mexican newspaper printed extracts from 
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testimony that he gave earlier to the air- 
line's lawyers. As reported, he claims not 
only that senior members of the govern- 
ment demanded the contribution, but that 
they asked other companies for similar 
ones. Nor is he alone: two bent bankers 
have said that they, and others, gave the PRI 
large sums for its campaign expenses. 

No surprise, maybe? What is, is that it is 
being openly talked about. True, those talk- 
ing are, as “Fobaproa And You” puts it, peo- 
ple of “doubtful reputation”, who may 
have ulterior motives for doing so. But, 
whether with truth or even falsehood— 
truth, most Mexicans reckon—the cosy kin- 
ship of former years is being sliced apart. 





Oviedo treed 


SAO PAULO 


HEN Raul Cubas, of the ruling Colo- 

rado Party, won Paraguay's presiden- 
tial election in May, there was little doubt 
why. He wasa stand-in for Lino Oviedo, the 
retired general whose own candidacy had 
just been thwarted when the Supreme 
Court confirmed a ten-year sentence newly 
imposed on him by a military tribunal for 
having, as army commander, threatened a 
coup in 1996. A messianic authoritarian, 
General Oviedo is Paraguay's most popu- 
lar, skilful and dangerous politician. Now, 
suddenly, he is free—and the region's shaki- 
est democracy looks shakier still. 

On August 18th, three days after taking 
office, Mr Cubas signed a decree commut- 
ing the general's sentence to three months 
(he has been held in a barracks since De- 
cember) and restoring his civil and politi- 
cal rights. In Asuncion, the normally som- 
nolent capital, as the news spread that the 
general was back home, thousands of jubi- 
lant supporters took to the streets. 

Mr Cubas had always insisted that “jus- 
tice" would be done to his ally. But no one 
expected him to act so soon, or with such 
apparent disregard for the niceties of con- 
stitution or consensus. The constitution al- 
lows a president to commute sentences— 
but only, say his critics, after the Supreme 
Court has given its opinion. It had not done 
so, though Mr Cubas had already ap- 
pointed a new military tribunal, which pre- 
sumably will now reconsider the case. 

His haste to settle his political debt has 
split Paraguay's excitable political class. “A 
rather exotic interpretation" of the law, said 
Luis Maria Argana, who is both vice-presi- 
dent and General Oviedo's chief rival in the 
Colorado Party. Mr Argana's supporters, ac- 
cusing Mr Cubas of establishing a dictator- 
ship, set out, in a special session of Con- 
gress, to get him impeached. They were 
backed by the centre-left opposition and by 
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supporters of Juan Carlos Wasmosy, the 
outgoing president, whose feud with Gen- 
eral Oviedo paralysed Paraguay for his last 
two years in office (and in March came 
close to prompting a second attempt at a 
coup, this time by Mr Wasmosy's own 
friends in the armed forces). 

Though Congress by a small majority 
voted to censure Mr Cubas for "abuse of 
power”, his supporters reckoned they could 
later avoid the two-thirds vote needed for 
impeachment. But he has big problems 
elsewhere. Though some of the brass hats 
who locked up General Oviedo were re- 
placed by Mr Wasmosy shortly before he 
left office, the current lot are not supporters 
of the general. And some owe their jobs to 
the forced retirement of 240 officers after 
his not-quite coup. To reach harmony in 
the barracks will take careful negotiation. 

Secondly, Mr Cubas has to establish 
whether he wants to be president or pup- 
pet. A rich businessman, he has, as yet, no 
political base of his own. All but one of his 
cabinet are said to be Oviedists; the one ex- 
ception, his own brother, Carlos—the in- 





Bonen place, Central America. 

Costa Rica is now sheltering a Co- 

lombian ex-minister wanted in his own 
country for this and that. A bunch of Cu- 
ban baseball players, having fled Cuba 
once and been shoved back by the Baha- 

. mas, only to flee again, have just found 

| refuge in Nicaragua. But it is another 
matter when whole villages want to mi- 
grate, simply by shifting borders instead 
of homes—and friendly Costa Rica and 
Nicaragua are at odds over some that 
want exactly that. 

There are 14 of them: villages on a 
strip of Nicaraguan territory along the 
southern edge of Lake Nicaragua, whose 
residents want them to become part of 
Costa Rica. We're not going to die of pa- 
triotism and miss a chance to improve 
our lives, say their leaders. Tourists, ho- 
tels and paved roads are the first benefits 
dreamed of by the pragmatic citizens of 
Cardenas, largest of the 14. Even now, 

many of its people cross the border to get 


jobs and goods in far richer Costa Rica. 
Officially, 18,000 Nicaraguan refugees 
are reckoned to live there already; add in 
the economic migrants and the total is 
450,000, say the Costa Ricans. 
Nicaragua’s government is not 
amused. Costa Rica is smaller, and so 
|, peaceable these days that it does not 
even have an army. Yet 174 years ago it 


nicked the Guanacaste region, and this 
, month another spat broke out. 
This was on the San Juan river, croco- 





dustry minister (and one of three brother: 
chosen for senior posts)—resigned on the 
news of General Oviedo's release. 

In his inaugural speech, Mr Cuba: 
made a good impression on a country 
where democracy has struggled to put 
down roots since General Alfredo Stroess- 
ners 35-year dictatorship ended in 1989. 
He promised fiscal austerity, a crackdown 
on corruption and on the contraband and 
counterfeiting for which the country is no- 
torious, and a push on some of the eco- 
nomic reforms that Mr Wasmosy tried and 
failed to implement. But will General 
Oviedo let Mr Cubas govern? 

The general has said he aims at the 
chairmanship of the Colorado Party next 
May, and the national presidency in 2003. 
That sounds democratic enough. But the 
general is not a man to lie low for long. He 
already plans to tour the country. Twice in 
the past two years Paraguay has avoided a 
coup thanks only to pressure from its 
neighbours and the United States. They 
will have to remain vigilant for a while yet. 





Patriotism, Central American style | 





dile-infested and  mosquito-clouded, 
which marks the border from the Carib- 
bean for 80 kilometres (50 miles) inland. 
Since 1858 Costa Ricans have been al- 
lowed to use the river for commercial 
ends. On July 3oth, to ease tensions over 
mass migration south, the two govern- 
ments agreed that Costa Rican border 
guards could patrol by boat, armed, 
upon its waters. Less than two weeks later 
Nicaraguan leaders, assailed by the 
press, legislators and even the Catholic 
hierarchy for eroding national sover- 
eignty, cancelled the deal. “Maybe we 
made a mistake,” said Jaime Cuadra, the 
defence minister. In response Costa Rica 
banned Nicaraguans crossing the river 
to buy soft drinks. 

Why bother about either area? One 
ex-minister in Costa Rica gave a clue: ac- 
quire the 14 villages (and so, presumably, 
a bit of Lake Nicaragua), get control ofthe 
San Juan, and Costa Rica could build an 
inter-ocean canal. Well, so he said. 
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PEOPLE JUDGE You 
By THE Worps You Use. 

Studies over many decades have proven that a 
strong command of the English language is 
directly linked to career advancement, to the 
money you make, and even to social success. 

To move ahead in your career, your vocabulary 
level must at least equal the average level of the 
members of vour profession. To excel, your 
vocabulary must surpass that of your colleagues. 


Every day, people judge you by tbe words you 
use. Rightly or wrongly, they make assumptions 
about your intelligence, your education, and 
your capabilities. 

Nothing makes a better impression than a 
solid mastery of the English language. 

REMOVE OBSTACLES IN YOUR PATH. 


Not having a strong command of language 
can be a serious handicap, an obstacle that pre- 
vents you from achieving your goals. 

Someone who cannot express ideas elo- 
quently, who hesitates because of uncertain- 
ty about the right word, can appear /ess than fully 
competent and qualified. 

That can hold you back from achieving your 
career goals, and from all the other rewards and 
recognition you deserve. 

So doesn't it make sense to have at your 
command as large, as diverse, and as exact a 
vocabulary as possible? 

What we call “the verbal advantage” is the ability 
to use words precisely and powerfully. Its the 
knowledge and skill to communicate clearly, accu- 
rately and effectively, with confidence, in every situ- 
ation, both on the job and off. 

ALL You HAVE TO 
Do Is LISTEN! 

imagine yourself at a business or social 
gathering. You have the floor. All eyes are on you. 
You're speaking with confidence and poise, 
always choosing precisely the right word. 

This scene could be real with Verbal 
Advantage*. This comprehensive program is the 
single best way to expand your vocabulary and 
sharpen your command of English. Best of all, 
it's on audio-cassette tapes. To benefit, all you 
have to do is listen! 

You'll know when you persuade someone, 
and when you convince him. You won't say 
reoccur when you mean recur. 


You'll be equipped to speak with confidence 
at all times. In fact, you'll be able to converse 
and hold your own with anyone, at any level. 


ADVERTISEMENT 


Join THE Tor 5%. 

When you complete the program, your vocab- 
ulary will surpass that of most executives and 
professionals, including those with advanced 
degrees. You will then be in the top 5% of all 
educated adults — the most successful, highest- 
earning people. 


YOU'LL NEVER MAKE A MISTAKE! 


But there’s much more to this remarkable 
program. 

You'll learn about commonly misused words, 
commonly confused words, and commonly mis- 
pronounced words. You'll sharpen your ability 
to discriminate among words of similar mean- 
ings. And you'll gain the power to use language 
with greater clarity and precision. 

This extraordinary audio course will help you 
avoid common errors in pronunciation, spelling, 
grammar, and usage. Every key word is defined, 
spelled out, carefully pronounced and used in a 
sentence. So you'll never be caught in a blunder. 
Verbal Advantage” gives you the tools you need to 
communicate more effectively and confidently. 
Simply put, it will turn your ability with words 
into mastery! 
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SUCCESS EDITION 


i Special No-Risk Offer 


| Yes, Please rush me VERBAL 
1 Apvantace® audio-cassette pro- 
| gram at only $215 (almost 30% 
| OFF) plus $9 shipping & handling. 
| Also rush my FREE 2-tape Memory 
| Advantage. | may use the program 
| for 30 days. If I'm dissatisfied for 
| any reason, | may return the tapes 
j and receive a no-nonsense refund. 
I Whatever my decision, Memory 
i Advantage is mine to keep. Card No. 


|!  verbalAdvantage^ Signature __ 


| 1150 Calle Cordillera, Dept. 361 
| San Clemente, CA 92673 USA 
E www.verbaladvantage.com 


Name —— 
Title/Co. _ 
Address. 

uc I. 
Zip/Postal Code 


Phone 


T Check enclosed, or charge my: (C) Visa C) MasterCard Q) AmEx D) Discover 








U.S. funds only, please. Add $9.00 shipping & handling per order 
For overnight shipments, please call us. To ship within the Continental U S., price ts $179 plus 
$9.00 shipping & handling. California residents ad 7.25% sales tax 01998 Wordsuccess LLC 


Now, you can amass a 


HARVARD GRADUATE’S VOCABULARY 
in just 15 minutes a day! 


Acquire a powerful vocabulary that catapults you into the top 5% (^ 
of all educated adults — the most successful, highest-earning people! 






“Put A DOLLAR SIGN IN 

Front or Each Wonp You LEARN.” 

More than 100,000 people have already ben- 
efited from Verbal Advantage*. And companies 
ranging from Aetna to Microsoft to Xerox have 
purchased the program. 

No book or other printed materials can 
give you the audio benefits of Verbal Advantage”. 
The course consists of 12 hours of fascinating 
narration, professionally studio-recorded on 12 
high-quality audio-cassette tapes, along with a handy 
guidebook, stored in a handsome library album. 


SPECIAL NO-RISK OFFER... 
PLUS FREE BONUS 


When you order now, you also receive 
Memory Advantage, absolutely FREE. This two- 
tape program (2 1/2 hours) will give you the abil- 
ity to remember names, faces, numbers and 
vocabulary as never before. 

You're fully protected by our unconditional 
30-day money-back guarantee: V you are not 
100% pleased at any time within 30 days from 
ordering, just return the tapes and we'll send you 
a prompt refund of the full purchase price. 
Memory Advantage is yours to keep, regardless. 

So what are you waiting for? Isn't it time to act? 
Order today! 





How to begin: 
e CALL US TODAY: 


KO 1-949-361-5059 


e Or, COMPLETE THE COUPON and mail to: 


verbalAdvantage * 
` |j 1150 Calle Cordillera, Dept. 361 
"Me San Clemente, CA 92673 USA 
e Or, FAX your credit card order: 1-949-361-5024 
e INTERNET: www.verbaladvantage.com 








State/Prov. 4 
Country 


Fax 





Exp. date 


PUN 4s: spese ee a iny i ao eines ener G ot errata me alana to uec n 


THE AMERICAS 
Chile 


Could it be 
Ricardo Lagos? 


SANTIAGO 


OES Chile want more ofthe consensus 

politics and market-driven econom- 
ics that have been its staple diet for the past 
eight years, since its return from military 
rule to democracy? Or is the time ripe for 
change? Ricardo Lagos, the man who now 
looks most likely to be the country's next 
president, believes his fellow-citizens want 
change, and that he can provide it. 

Mr Lagos has been a loyal member of 
the two centre-left coalition governments 
that have ruled Chile since 1990. He held 
the education portfolio in Patricio Aylwin's 
government of 1990-94, and since then has 
been President Eduardo Frei's minister for 
public works. But in a recent shuffle he left 
the cabinet and is now undisguisedly aim- 
ing to succeed Mr Frei at the presidential 
election due in December 1999. 

His chances look good. As a minister, he 
earned a reputation for getting things done, 
rather than talking about them. And he has 
managed to remain untainted by the party 
politics that so many Chilean voters react 
to with distaste. He commands far more 
popular support than any other politician, 
and in opinion polls regularly scores 
higher than do the two parties he repre- 
sents, the Socialist Party and the Party for 
Democracy, put together. 

But he has no fast-track ticket to the top. 
He does not fit easily into Chile's conserva- 
tive establishment; for example, he is not a 
Roman Catholic, in a country where that 
church still wields enormous influence. 
And he knows from hard experience that 
opinion-poll leads can melt away on vot- 
ing day. In 1989, most forecasts favoured 
him to win a Senate seat for Santiago. In the 
event, he lost, to Andres Zaldivar, the cen- 
trist, Christian Democratic politician who 
is today his chief rival for the coalition's 
presidential candidacy. 

Mr Lagos is not—nor ever was, he says— 
a Marxist; indeed he is often described as 
Chile's Tony Blair. But he was vice-chancel- 
lor of the main state university in the days 
ofSalvador Allende's government, bloodily 
removed by the coup in 1973 that brought 
General Augusto Pinochet to power. Few 
Chileans have much love for the general, 
but neither do they think much of the re- 
gime he overturned. Mr Lagos knows that it 
will be easy for his opponents to use memo- 
ries of those days against him. 

Partly for that reason, he is busy court- 
ing Chile's young voters, and encouraging 
the 1m under-24s who did not vote in last 
year's congressional elections to sign up on 
the electoral register. Their votes, he says, 
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Lagos heads for take-off—he hopes 


are the key to change. They will, he hopes, 
enable Chile to shake off the worst features 
of the constitution it inherited from the Pi- 
nochet era, among them the non-elected 
senators who have deprived both of the 
past two (elected) governments of control 
of the upper house. 

In return for the votes of the young, Mr 
Lagos is offering positive discrimination 
for the disadvantaged, as an alternative to 
reliance on trickle-down economics. Him- 
self the product of one of Chile's few re- 
spected state schools, he argues that educa- 
tion, like health, cannot be left entirely to 
market forces, without damaging equal 
opportunities and social cohesion. 

This new emphasis will not be at the ex- 
pense of macroeconomic stability, he says: 
the European Union at Maastricht im- 
posed its tight rules on public finance, yet 
brought in its employee-favouring “social 
chapter" too. So why cannot Chile favour 
the unfavoured without upsetting the mix- 
ture of sound finance and high growth that 
has been its hallmark in the 1990s? His op- 
ponents say that the price of positive 
discrimination will be higher taxes. Mr La- 
gos tends to fudge that charge. 

And he first has to beat Mr Zaldivar to 
the nomination—unless both men run, as 
they may: all the coalition parties are 
pledged to back one, joint candidate, but 
that is not guaranteed. Ifboth men run, says 
a recent poll, Mr Lagos would probably still 
win. But such a contest would strain coali- 
tion loyalties. Ifeither backs down, though, 
it is unlikely to be Mr Lagos. Now 60, he 
knows that next year's election is his best, 
perhaps his last, chance of reaching the 
presidency. He has been a leading politi- 
cian since the 1980s and has served two 
Christian Democratic presidents. Now he 
wants his own shot at the top. 








Venezuela 


Democracy at 
work 


CARACAS 


VE EZUELA prides itself on being 
South America’s oldest democracy. Its 
democrats have some old tricks too. During 
the 1993 presidential elections, thousands 
of ballot papers marked in favour of the 
leftist candidate were found in Caracas 
dumps. How come? Obvious, said cynics: 
though neither in fact won, the two big par- 
ties, COPEI and Democratic Action (AD), 
oversaw the official electoral machinery. 

That was supposed to end this year, 
with the arrival of a new electoral council, 
to be staffed by independents, and automa- 
tion of many polling booths. But can the 
new body oversee itself, let alone the con- 
gressional and regional elections due in 
November, and the presidential vote in De- 
cember? It has been plagued by scandals. 
The latest is over the fees paid to a Spanish 
company to help in electoral automation; 
the help did not happen, and some officials 
claimed the cash was diverted. 

The councils second vice-chairman 
went public about irregularities at it, claim- 
ing there had been illegal appointments 
and cases of embezzlement. That guaran- 
teed plenty of media coverage, and a con- 
gressional investigation. But consequent 
reforms? That is not so sure: few congress- 
men seem eager to rock the boat. 

One reason for that is that reform could 
lead to a new balance of power in the coun- 
cil; more of it, notably, for backers of Hugo 
Chavez, the presidential front-runner. The 
council's current chairman is tainted with 
scandal, but any likely successor would be 
closer to AD or COPEI. So Mr Chavez has not 
pushed hard for change. He has already 
had to swallow a good deal: Ap, COPEI and 
the government's own Convergencia back- 
ers got together, fearful of a Chavez “coat- 
tail" effect, to have the presidential and 
congressional elections separated, advanc- 
ing the latter by a month. 

Mr Chavez, whom polls credit with 
twice as much support as any rival, claims 
much worse than this could be afoot: he has 
repeatedly said that his opponents may try 
to kill him. That sounds far-fetched, and 
may well be so. But given the antipathy that 
Venezuela's elite, and some members of the 
armed forces, feel toward him, it is not sim- 
ply absurd. Bombs have indeed been used 
against a few of Mr Chavez's supporters. 
The government has had to promise an in- 
vestigation of his charges—and to double 
his bodyguard. At the least a very dirty cam- 
paign is expected; too bad its official over- 
seers do not look much cleaner. 
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War in the heart of Africa 


As Zimbabwe and Angola commit themselves to the protection of Congo's 
embattled president, the prospect of a bigger war grows closer 


ENTRAL AFRICA is on the brink. The 
rebellion in Congo has drawn in its 
neighbours. The result, unless all sides 
draw back, could be a conflagration involv- 
ing half a dozen countries in the heart of 
Africa. 

This week, the Congolese rebels, 
strongly backed by Rwanda and to an ex- 
tent by Uganda too, closed in on the capi- 
tal, Kinshasa. As they did so, Zimbabwe and 
Angola said they would be sending arms 
and troops to help President Laurent 
Kabila fight them. Namibia is also believed 
to be sending him military aid. But South 
Africa's President Nelson Mandela, fearing 
a large-scale regional conflict, has con- 
demned the military rescue mission, and 
appealed for peace. 

On August 20th the rebels, recognising 
that Zimbabwe's intervention might swing 
the war against them, said that they were 
ready to negotiate a ceasefire with the gov- 
ernment. But military aid for Mr Kabila is 
said to be already arriving in Congo. 
Zimbabwean aircraft are reported to be fly- 
ing equipment to Kinshasa and to Lubum- 
bashi, the capital of the southern province 
of Katanga. Some 70-100 Zimbabwean sol- 
diers are said to be already in the country as 
“advisers”. Namibian newspapers say that 
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21 tonnes of military equipment have been 
flown to Congo from Namibia. Angolan 
aircraft are reportedly ferrying Mr Kabila’s 
troops to the front-line though, as yet, there 
is no sign of Angola’s fighter planes— 
which, if they come, could definitively turn 
the war. 

The rebels are a complex mixture, in- 
cluding Rwandan troops, Tutsis from east- 
ern Congo, remnants of the old army of 
Mobutu Sese Seko, the man deposed by Mr 
Kabila last year, and ex-supporters of Mr 
Kabila, both military and civilian. They are 
advancing west from Congo’s eastern bor- 
der but have also flown contingents across 
the country to the west coast where they 
hold the main port at Matadi, plus the 
nearby Inga dam. Water and electricity sup- 
plies to Kinshasa have been intermittently 
turned off during the past week. Western 
countries have urged their nationals to 
leave Congo, and closed or reduced their 
embassies in Kinshasa. 

Inspired by Mr Kabila’s call to arms to 
repel a “foreign invasion”, volunteers are 
being armed and rushed to the front. “The 
operation for restoring territorial integrity 
has begun,” said Congo's information min- 
ister. Yet, for a time last week, the president 
made himself scarce, retiring to Lubum- 
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bashi in his home area. Then, last weekend, 
he travelled to Angola's capital, Luanda, 
and on Monday sent Joseph, his son and 
deputy army commander, to a meeting in 
Zimbabwe called by President Robert Mu- 
gabe. It was after this meeting that Zimba- 
bwe and the others announced their mili- 
tary commitment to Mr Kabila. 

What next? It is hard to see a quick end. 
If Angola commits its relatively well- 
equipped air force to Congo, it could close 
the air-bridge the rebels are using to ferry 
troops from the east to their western front. 
The rebels in the west would then be cut off. 
In the east, however, neither rebels nor 


/ Rwandans are likely to give up, despite 


their talk of a ceasefire. Under threat from 
Hutu extremists, they believe they must 
have military control to survive. 

Even if the rebels were eventually to 
take Kinshasa, it would not necessarily be 
the finish of Mr Kabila. He would probably 
flee to Lubumbashi and continue the fight 
from there. If the Katangans backed him, 
the province could become virtually inde- 
pendent and hard for the rebels to take. The 
last time Katanga tried to go it alone, in the 
early 1960s, it was forced back into Congo 
with the assistance of the United Nations. 

Mr Mugabe and the other African lead- 
ers backing Mr Kabila see him as the only 
alternative to the break-up of Congo. They 
believe Rwanda and Uganda want to carve 
out eastern Congo for themselves. But their 
intervention has opened up differences be- 
tween the region's rulers. 

In southern Africa, Mr Mandela's fierce 
opposition to Mr Mugabe's military sup- 
port for Mr Kabila could tear apart the 14- 
member Southern Africa Development 
Community (SADC), which was supposed— 
with American help—to become the peace- 
keeping and security organisation for the 
region. Mr Mandela and Mr Mugabe were 
already at odds over who should lead 
SADC; now they are deeply split on what it 
should be doing. In East Africa, Rwanda 
and Uganda both back the rebels but dis- 
agree on strategy. Uganda wants eastern 
Congo to be under the control of an author- 
ity that does not allow its rebels to use it asa 
springboard for cross-border attacks; it 
does not think it necessary to change the 
government in Kinshasa to achieve this. 
Rwanda, on the other hand, does. 

The only sensible result would be if the 
South Africans succeeded in making Mr 
Kabila and the rebel leaders negotiate 
peace with one another. If this does not 
happen, the prospect of a larger war, and 
the break-up of Congo, draw ever closer. 
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INTERNATIONAL 
Kenya 


After the bomb 


NAIROBI 


HEN someone dies in Kenya, family 

and friends place notices of remem- 
brance and condolence in the newspapers. 
These days there are pages and pages of 
them for the 241 Kenyans who were killed 
in the car-bomb attack on the American 
embassy in Nairobi on August 7th. Ten peo- 
ple died in a similar attack in Dar es Sa- 
laam, Tanzania's capital. In both Kenya 
and Tanzania, thought to be two of Africa's 
most stable countries, the bombs caused 
profound shock. In Kenya, this may lead to 
changes in the ways people think. 

One of the changes is Kenyans' view of 
the United States. People are still bitter 
about the way that the Americans, immedi- 
ately after the bombing, concentrated on 
their own dead and wounded, doing noth- 
ing to help others. In particular, they are bit- 
ter that marines prevented people from en- 
tering the bombed embassy compound to 
reach victims buried in the rubble of the 
collapsed building next door. 

America’s ambassador, Prudence Bush- 
nell, herself slightly injured, stumbled into 
making things even worse by saying that 
the marines were guarding the embassy 
against looters. Kenyans were deeply in- 
sulted by this suggestion: few people had 
looting on their minds when they rushed to 
the rescue. Later, however, she impressed 
Kenyans with the sincerity of her attempts 
to repair the battered relationship. 

Trying to get things straight, the Ameri- 
cans issued a flurry of official denials, in- 
serted messages of condolence in the press, 
and promised financial aid. President Bill 
Clinton sent a video-recorded message say- 
ing that America was grieving with East Af- 
rica's people. And, this week, Madeleine AI- 


Acquainted with grief—and anger 


38 


bright, the secretary of state, paid a flying 
visit to the two capitals. In Nairobi, she ac- 
knowledged that American personnel had 
mishandled things, but tried to argue that 
they were acting out of concern for people's 
safety, not from callousness. 

A more lasting effect of the bomb may 
be how Kenyans see themselves. When Ke- 
nya's ill-equipped and untrained police ar- 
rived at the scene, carrying truncheons and 
rifles instead of spades and pickaxes, Nai- 
robians, often thought selfish and corrupt 
by other Kenyans, contemptuously swept 
the police aside as they plunged in to free 
victims from the rubble. 

Smart executives mingled with street- 
children; Asian businessmen rushed em- 
ployees to the scene in pick-up trucks; men 
worked in vests, having ripped off their 
shirts as bandages; drivers threw out their 
passengers to take hundreds of injured to 
hospital. As a result, the casualty wings of 
all Nairobi's hospitals were full within half 
an hour of the blast. The response to re- 
quests for blood donations was so over- 
whelming that all the city's main blood 
banks were full within 24 hours. 

Almost as astonishing, for Kenyans, was 
the appearance of President Daniel arap 
Moi at the scene with the leaders of all Ke- 
nya's opposition parties beside him in the 
presidential car. No doubt they will soon 
be back at each other's throats. But the way 
that the terrorist attack united the country, 
albeit only temporarily, has given Kenyans 
a new confidence. They got a glimpse of a 
different Kenya, displaying a spirit ofunity 
and solidarity that, to those old enough to 
remember, brought back the days when Ke- 
nya won its independence 35 years ago. 

In Nairobi, Mrs Albright correctly re- 
fused to comment on the FBI investigations 
into the attacks. But she, like many others, 
pointed a finger at Osama bin Laden, the 
rich Saudi who, from his various hide- 
aways, has long been suspected of financ- 





ing operations aimed at getting American 
troops out of Saudi Arabia. The confession 
in Pakistan of a suspect in the bombing, 
Muhammad Sadiq Howaida, a Jordanian- 
born Palestinian engineer married to a Ke- 
nyan, is said to have implicated Mr bin 
Laden, who now lives in Afghanistan, in 
what must be one of the worst ever acts of 
peacetime terrorism. 





Nigeria 
Maybe, minister 


LAGOS 


NDER General Abdulsalam Abuba- 

kar, Nigeria is a different country. He 
has let political prisoners go, repealed re- 
pressive edicts, paid some of the country's 
debts, imported oil to ease the famine and 
announced measures to get the economy 
going again. But he has not yet, in his ten 
weeks in power, formed a government. 

General Abubakar became chairman of 
the ruling military council on June 9th, af- 
ter Sani Abacha's sudden death. A month 
later, he sacked his predecessor's ministers, 
leaving the running of the country in the 
hands of its top civil servants. Many Nigeri- 
ans believe that he will tell them to stay on 
until next May, when he has promised to 
hand over power to an elected government. 

It looks that way. The announcement of 
new ministers, promised several times, has 
always been put off. General Abubakar is 
clearly finding it difficult to form an in- 
terim government that represents the 
whole country. He has not, so far, been able 
to tempt in a heavyweight from the south- 
west, the home of the Yoruba people who 
feel particularly aggrieved by decades of 
northern military rule. 

Instead, there have been calls in the 
state-owned media for civil servants to run 
their ministries. The head of one of the 
larger ones has been told to prepare for an 
extended stay without a minister in charge. 
He and his colleagues have been given au- 
thority to sign papers previously reserved 
for ministers. Foreign diplomats, perhaps 
out of solidarity with fellow public ser- 
vants, suggest that rule by bureaucrats may 
account for the benign path Nigeria is now 
treading. Some hope this smooth course 
will not be messed up by ministers ap- 
pointed for an eight-month interim. 

But have Nigeria's civil servants, espe- 
cially its permanent secretaries (heads of 
department), escaped the country's perva- 
sive corruption? Although corruption has 
been a feature of Nigerian society since 
long before independence in 1960, in the 
1960s and 1970s the country was blessed 
with many outstandingly honest and effi- 
cient civil servants. Grave and soberly 
suited, some of the best top civil servants 
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were British-trained men who could tick 
off the Times crossword before the morn- 
ing meetings. In the late 1980s, however, 
things started to change. 

Under Ibrahim Babangida, Nigeria's 
military boss in 1985-93, senior mandarins 
were hired and fired by their ministers 
rather than by the civil service. Politically 
subservient permanent secretaries were ap- 
pointed. Matters grew worse under General 
Babangida's successor, Sani Abacha. “Un- 
suitable people with friends in high places 
have been drafted in to the highest posi- 
tions while people in lower ranks were 
flooded out of the service because they were 
not paid," bemoans one journalist. 

Low pay has eaten away at the system. 


Nigeria's permanent secretaries take home 
only 6,014 naira ($70) a month. Senior civil 
servants get 3,005 naira; doormen around 
900 naira. The temptation to supplement 
meagre incomes is great, and has had a dire 
effect on the efficiency of public services. 
According to Clement Nwankwo, a lawyer 
specialising in constitutional rights, many 
of the current crop of civil servants "are of- 
ten businessmen as much as civil servants 
and some are not much less corrupt than 
the ministers they were serving." General 
Abubakar appeared to acknowledge this in 
a speech on July 20th when he promised 
that "this administration will review the 
salaries and benefits ofthe public service to 
address this abnormality." 





Hamas 


Keeping its powder dry 


GAZA 


Have Hamas and the Palestinian Authority got a deal? 


don not fate but, for the past 11 
months, no terrorist operations have 
been claimed by Hamas, the Palestinians’ 
main Islamist movement, either in the oc- 
cupied territories or in Israel itself. The lull, 
which roughly coincides with the return to 
Gaza of Hamas's spiritual leader, Sheikh 
Ahmed Yassin, has given rise to the theory 
that he and Yasser Arafat have worked out 
an "understanding" by which the sheikh 
would restrain Hamas's military wing, 
Izzadin el-Oassam, while Mr Arafat would 
resist Israeli and American pressure to 
crack down on the movement. Maybe, say 
some. Wishful thinking, say others. 

Things seemed to be leaning the 
sceptics way this week after the escape 
from a Palestinian jail of Imad Awadallah, 
a leader of Izzadin el-Oassam. Mr Awad- 
allah had been arrested by the Palestinian 
Authority (PA) in April, charged with killing 
Muhyiaddin Sharif, another Qassam lead- 
er. The PA claimed that Sharif was killed in 
a power struggle; Hamas says he was killed 
by Israel probably with Palestinian 
collaboration. Fearing that Hamas may 
now, with Mr Awadallah at large, make 
good on its threat to strike Israeli targets in 
revenge for Sharif's murder, the PA arrested 
dozens of Hamas suspects. 

Sheikh Yassin, his fiery language not- 
withstanding, has long been seen as the 
moderate face of Palestinian Islamists. An 
elderly quadriplegic, he was released from 
an Israeli prison last October as King Hus- 
sein's price for freeing Israeli agents after a 
botched assassination attempt in Jordan. 
Since his release, he has devoted his ener- 
gies to improving Hamas's domestic stand- 
ing, not to recruiting suicide-bombers. He 
has tried to rescue Hamas's educational 


THE ECONOMIST AUGUST 22ND 1998 





f 7" 3 
Yassin smiles for fundamentalism 


and charitable institutions from the maul- 
ing they got from the PA's security forces af- 
ter the 1996 Hamas-inspired attacks on Is- 
raeli cities. His recent tour of Arab and 
Islamic capitals was primarily, says Hamas, 
to raise the movement's profile as a politi- 
cal and social organisation, and to drum 
up the cash to finance it. 

Sheikh Yassin's other priority is Pal- 
estinian unity. “We are one people, with 
one cause and one future,” he says. To this 
end, he has striven to establish a "proper 
relationship" between Hamas and the PA. 
But what should be its terms? 

From the PA's birth in 1994, Mr Arafat 
has used force and persuasion to try to get 
Hamas to accede to two basic demands. He 


INTERNATIONAL 


wants the movement to recognise the PA as 
the "only" national authority in the self- 
rule areas. And he wants it to accept the pre- 
cept that, although “pluralism of opinions” 
is permitted, "pluralism of militias" is not. 
Both demands are extremely difficult for 
Hamas to swallow. 

For Hamas to recognise the PA's author- 
ity it would have to recognise the Oslo ac- 
cords. But these, for the Islamists, are less a 
peace process than a security pact between 
the PA, Israel and America, the ultimate 
aim of which is to wipe out their move- 
ments. That is why Hamas has refused to 
join any PA cabinet. 

Hamas's military strategy is drenched 
in ambiguity. It tries to preserve an awk- 
ward balance between peaceful coexis- 
tence with the pa and “reserving the right 
to resist the occupation". The movement re- 
mains deliberately vague on whether "re- 
sistance" is restricted to attacks on Israeli 
soldiers and settlers in the occupied territo- 
ries or whether it includes suicide-attacks 
on civilians inside Israel. 

One reason for the vagueness is 
Hamas's desire to hold an olive branch to 
the PA and a sword to the Israelis at one and 
the same time. Another reflects the divi- 
sions within Hamas over the wisdom of 
current operations against Israel. After the 
1996 terrorist blitz, many Hamas leaders in 
Gaza said openly that suicide-bomb attacks 
on Israel's cities were not worth the cost of 
the PA repression that came in their wake. 
But other leaders, especially those based 
outside the occupied territories, argued 
that the military wing had to be kept active 
precisely to ward off such repression. 

The outcome of this internal tussle is a 
random-seeming military policy deter- 
mined by Qassam leaders “in the field" 
without explicit orders from the political 
side. The irrationality of the terrorist at- 
tacks on Jerusalem and Tel Aviv in 1997 
suggest that Hamas could be losing control 
of its military arm. 

The movement's slightly longer-term 
strategy seems based on its belief that the 
peace process, or what is left of it, will 
shortly collapse, at latest by next May when 
Mr Arafat is due to deliver on his promise 
to declare a Palestinian state. At that point, 
so runs the argument, Mr Arafat and his 
Fatah movement will be forced back to the 
gun. Hamas stands ready to embrace them. 
The moment "the Palestinian leadership 
decides to resist the occupation and free the 
land, we would support it," says Sheikh Yas- 
sin. So long as the Oslo process still 
breathes, Mr Arafat can demand *a proper 
relationship" with Hamas on his terms. 
Once it is dead, the initiative goes back to 
Hamas. This is perhaps why even moderate 
Islamist leaders, such as Sheikh Yassin, pre- 
fer that Izzadin el-Qassam's gunpowder 
stocks remain dry rather than empty. 
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Shareholder Information on the First Half-year 1998 


Mannesmann reports 
strong earnings 
growth 


I Results from ordinary activities up to DM 1,146 m 


(previous year: DM 700 m) 


i Marked improvement in results also expected for the 


full year 


I Large growth in order intake (+12%) and sales (+22%) 





Mannesmann boosted its results from ordinary activities in 
the first half-year to DM 1,146 m (previous year: DM 700 m). 
This was an increase of DM 446 m (64%). All four group 
sectors contributed to the improvement, in particular 
Engineering and Telecommunications. At DM 443 m (pre- 
vious year: DM 311 m), the profit after taxes was up by 
DM 132 m or 42%. 





Mannesmann increased its order intake by 12%. Sales 
grew by 22%. Mannesmann invested some DM 2.9 bn in 
the first half-year. At the end of June, the number of 
employees stood at about 131,000 (4-996). The increase 
reflects, above all, the acquisition of companies 





Indicators an.—june iati June C nange 
1998 1997 

Orders received DMm ( 20.121 2.41 2 

External sales DMm 41 285 4 2 
Domestic business DMM 9,46! 7,595 1,870 2 
Foreign business DMm 1 1.667 JC 1.977 I 

Employees (30.06.) 131.085 120.203 10.882 Q 

nvestments DM Bt 3,800 38 - 

Results from ordinary 

activitie DM | 4f 44€ 64 
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Earninas after taxes DMm 44 31 13 12 







mannesmann 


Outlook 

Mannesmann reaffirms its 
April forecast of improved 
results for the full year 
1998. Based on the present 
situation, the results from 
ordinary activities will 
improve significantly over 
1997. 


Engineering is expected to 
achieve a significant im- 
provement in earnings. At Automotive the positive develop- 
ment of Mannesmann Sachs looks set to boost profits well 
above the 1997 level. Telecommunications also will remark- 
ably improve. Mannesmann expects that the increase in 
start-up costs for the international activities planned foi 
this year will be more than made up for by an increased 
profit contribution from Mannesmann D2. The start-up 
costs of Mannesmann Arcor will decline as scheduled. 
Tubes & Trading is also expected to improve on the already 
good results of the previous year. 


We will be pleased to send you a copy of our Shareholders' 
Letter with the report on the first half-year 1998. 


Mannesmann - 
working for your future 


Mannesmann Aktiengesellschaft 
Presse und Information 

Postfach 10 36 41 

D-40027 Düsseldorf 

Fax (+49/2 11) 8 20 18 46 


http://www.mannesmann.com 





EUROPE 


Russia's nightmare 


MOSCOW 


Nothing about the measures taken this week to deal with Russia's 
financial mess gives confidence about the country's future 


ITH more political will, more hon- 

esty and more care, the measures an- 
nounced on August 17th (see page 55) could 
indeed have marked a turn away from the 
abyss, rather than a lurch towards it. Its ba- 
sic components—a devaluation, a default 
and a bank bail-out—are defensible. But for 
these to have brought stability rather than 
chaos to Russia's economy would have re- 
quired confidence, among investors, savers 
and consumers. And confidence is what 
has been squandered by Boris Yeltsin and 
his many governments. 

The first problem with the package was 
its presentation. Rather than seeking to win 
the goodwill of lenders and investors, Rus- 
sia's leaders resorted to Soviet-style crisis- 
management techniques: evasion, denial 
and confusion. A bunch of ill-prepared 
measures were announced to a deafening 
lack of support from the country's financial 
backers in the West. Details were vague, the 
public reaction, both at home and abroad, 
overwhelmingly cynical. 

The devaluation wrecks one of the few 
economic achievements of the past seven 
years, a stable rouble, and jeopardises an- 
other, the taming of inflation. It also blasts 
the credibility of the supposedly reformist 
government of Sergei Kiriyenko, which 
vowed it would defend the currency until 
hours before it abandoned the dollar peg. 
Had he acted earlier, the rouble could have 
been devalued less abruptly and with the 
support of western financial institutions. 

On the plus side, Russia's 
leaders have won a breathing- 
space. If they wanted to, they 
could use it, still, to crack 
down on the corruption that 
is largely responsible for the 
low revenues and mis-spend- 
ing that has undermined con- 
fidence in the financial mar- 
kets. They could still close 
down or auction off banks 
run by thieves, which make it 
impossible for Russia to de- 
velop a functioning credit sys- 
tem. They could use the inter- 
ruption of debt payments to 
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96 change on a year earlier 


pay the salaries of disgruntled 
public workers, as Mr Kiri- 
yenko promises to do. They 
could try to mend relations 
with investors. They might 
even check the power of the ty- 
coons who call most of the 
shots in public life. 

It seems more likely that 
the breathing-space will be 
wasted. If the state budget is 
no longer being squeezed by 
debt repayments, plenty of 
grasping fingers are willing 
and able to take the spare 
cash. The bank bail-out—de- 
tails of which are still un- 
clear-looks at the moment 
like being a cosy deal for own- 
ers, paid for by taxpayers (for- 
eign and local). 

Rather than reforming the 
economy, Mr Yeltsin and his 
government are likely to spend the next few 
weeks trying to keep political brushfires 
from becoming conflagrations. The Duma, 
the lower house of parliament, is likely to 
launch a scalding attack on Mr Yeltsin for 
misleading the country about devaluation 
when it meets on August 21st. Gennady 
Zyuganov, the leader of the Communists, 
the largest party, has called for the presi- 
dents resignation. Outside parliament 
trade unions are demanding that their un- 
paid wages—around 78 billion roubles ($10 


Hard-won gains Russia's: 


Consumer prices 


Jan 19912100 





Yeltsin, running out of everything 


F | 


billion at the new exchange rate)—should 
be adjusted to compensate for the 2095 de- 
valuation seen this week. They have called a 
strike for October 7th. 

These may look like minor obstacles. 
Opposition deputies, on past form, can be 
bought or cowed. Labour protests, although 
disruptive, have not yet crystallised into na- 
tional strikes. But both threats will become 
more virulent if the economy slumps. It 
was doing so even before this week. Gross 
domestic product in July was down 4.5% 
compared with the same 
month last year—the biggest 
drop since September 1996; 
real incomes were down 8.2%. 
The rouble devaluation seems 
more likely to pep up infla- 
tion than the economy; few 
Russian manufacturers can 
honestly complain that an 
over-strong rouble has been 
making their goods uncom- 
petitive on the world market. 
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So Russia now risks stag- 
flation, and risks facing it 
without western help. 

Mr Yeltsin has now been 
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on holiday for five weeks. Apart from an 
emphatic denial on August 14th that a de- 
valuation was planned, he has made no 
public comment about the gravest crisis 
since his re-election in 1996. His influence 
behind the scenes seems to have been nega- 
tive: western bankers in Moscow suspect 
that chummy relations between members 
of his court and the tycoons helped shape 
the worst bits of the current package, espe- 
cially the bank bail-out. 

His opponents are not on holiday. Mos- 
cow's mayor, Yuri Luzhkov, beat his favour- 
ite populist drum, warning shops not to 
put their prices up. Russia's putative Napo- 
leon, Alexander Lebed, an ex-general who is 
the other main rival for the presidency (the 
next election is in 2000)arrived in Moscow 
from his Siberian base on August 18th. He 
spurned an approach from Mr Zyuganov 
in favour of a chat with Mr Kiriyenko's 
predecessor as prime minister, Viktor Cher- 
nomyrdin, who has escaped blame for the 
current crisis though his own administra- 


tion helped bring it about. 

So what will Mr Yeltsin do now? In the 
run-up to President Bill Clinton's visit on 
September 1st, expect at least some cos- 
metic repair work in the government. Boris 
Fedorov, currently in charge of the tax sys- 
tem and much liked by the West, has al- 
ready been promoted. Some western finan- 
ciers in Moscow dream of Mr Kiriyenko 
being replaced as prime minister by the 
central-bank governor, Sergei Dubinin, 
though he is equally likely to be sacked. But 
the changes could go in the other direction: 
back to Chernomyrdin-style governance, 
with (even more) rampant corruption, state 
meddling and red-hot printing presses at 
the central bank. *The tendency here is to 
get into a terrible pickle, and then pull a 
rabbit out of the hat—but only after terrible 
damage has been done," says one of the 
West's top financial representatives in 
Moscow. He is right about the pickle, but 
the rabbit looks elusive. 








Italy's supercharged street-walkers 


OLBIA, SARDINIA 


p has Pigalle, Hamburg has St 

Pauli. Most European cities in fact 
have their red-light districts, to which 
theirsex trade is largely confined. But not 
in Italy, where prostitutes throng the cit- 
ies piazze and patrol the passeggiate, 
mingling with tourists from Des Moines 
and families out for their evening strolls. 

| The problem started some 40 years 
ago, when parliament outlawed case 
chiuse (“closed houses"), throwing pros- 
titutes on to the streets. In the past ten 
years girls from Eastern Europe and West 
Africa have swelled street-walkers' num- 
bers to an estimated 50,000. Around Mi- 
lan, some 5,000 girls cater to about 
60,000 customers a night, snarling traf- 
fic looking for trade and littering the 
streets with condoms after they have 
found it, much to the dismay of staider 
neighbours. But prostitution is no crime 
in Italy. What to do? 

On August 14th Milan made kerb- 
crawling a traffic offence. Drivers can be 
fined up to 1m lire ($563) if “they stop the 
car, albeit briefly" near a prostitute or 
make "sudden and dangerous manoeu- 
vres”. They can appeal (“Officer, I was 
stopping to answer my cellular phone" is 
a legitimate defence) but not without 
having the summons sent to their homes. 
Milan's city fathers are trusting that most 
kerb-crawlers will pay fines on the spot. 

The idea is not new. Rimini, a holi- 
day resort on the Adriatic coast, started 
the trend in January. The local govern- 
ment says four out of five prostitutes on 





the seafront have since given up. Flor- | 
ence and Modena have decided to join | 
in, and Rome, Trieste, Genoa and Bolo- 
gna (but not Naples) may soon follow. 
When Padua started slapping tickets on 
sex-seeking drivers, prostitutes migrated 
in droves to nearby Verona and Vicenza, 
forcing those towns to do the same. 

But the strategy has its problems. One 
is that the garante della privacy, a parlia- 
ment-appointed official who presides 
over Italy's new privacy law, objects to 
notices being sent to offenders' homes. 
Meanwhile, Milan's prostitutes think 
they have found a way to spare their cus- 
tomers embarrassment. After a couple of 
nights of slow business, they are back on 
the streets. Gone are the clumsy platform | 
shoes that were once their trademark. In- _ 
stead many now wear trainers so that 
they can jog alongside cars while they ne- 
gotiate—legally—their professional rates. 











Serb Republic 


Twilight of the 
thugs 


SARAJEVO 


H^ times have changed in the Serb 
Republic. Not that long ago, hardline 
supporters of Radovan Karadzic, the Bos- 
nian Serbs' war-time leader and still a war- 
crimes suspect, defiantly ran Bosnia's Serb 
bit from Pale, a mountain resort outside Sa- 
rajevo, promising heroic defence of Serb in- 
terests against all challengers, especially the 
outside world. Now they face political 
oblivion and criminal charges—at the 
hands of other Serbs. 

For the past year the Serb Republic has 
been run in effect by two governments: one 
in the west around Banja Luka, loyal to the 
entity's president, Biljana Plavsic, herself 
once part of Mr Karadzic's hardline entou- 
rage, the other in the east, centred on Pale, 
loyal to Mr Karadzic and Momcilo Krajis- 
nik, the Serb member of Bosnia's three-man 
presidency. With backing from the West, 
Mrs Plavsic broke with her erstwhile col- 
leagues last year and promised to comply 
with the Dayton agreement, which ended 
the Bosnian war in 1995 and provides the 
framework for trying to hold the country's 
seething ethnic groups together. Last No- 
vember her protégé, Milorad Dodik, nar- 
rowly defeated the hardliners in an im- 
promptu election and put together a 
government supported by deputies repre- 
senting Muslims and Croats driven out of 
their homes by Serb nationalists. 

Of Dayton compliance there has been 
little sign so far. Few refugees have been al- 
lowed to return to their homes in the Serb 
Republic, largely because Mrs Plavsic does 
not want them back. The few Muslims who 
remain in Banja Luka are ill-treated; the 
mayor recently refused burial on the site of 
a razed mosque to their spiritual leader. 
Neither Mrs Plavsic nor Mr Dodik helped. 

Although their western sponsors may 
be disappointed in the duo as peace-mak- 
ers, they can only cheer their offensive 
against hardliners in the east. Having ac- 
quired control last year of the entity's main 
radio and television network, with help 
from NATO troops, in July the Banja Luka 
government shut down the Bosnian Serb 
news agency and sacked the directors of 16 
local radio stations. The government has 
launched an investigation into smuggling 
operations that used to finance the Pale re- 
gime, issuing arrest warrants for 35 of Mr 
Karadzic's allies. 

The Pale gang struck back. On July 9th 
the top interior ministry official survived a 
car bomb when his would-be assassins 
blew themselves up. And on August 7th 
Pale's deputy police chief, Srdjan Knezevic, 
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a recent convert to Mrs Plavsic's cause, was 
shot dozens of times outside his home. The 
killing looks like revenge for Mr Knezevic's 
arrest of a former director of Centrex, the 
company through which hardliners have 
financed their activities by selling contra- 
band coffee, tobacco, alcohol and fuel. Mr 
Krajisnik arranged to spring the ex-director 
from jail and reportedly predicted that Mr 


Knezevic's life would be in jeopardy. 

He was right. But Mr Knezevic's murder 
has not blunted the drive by Mrs Plavsic 
and Mr Dodik against their Pale rivals. 
They responded to the murder by sending 
200 policemen into Pale, establishing con- 
trol of the town for the first time. Seven 
murder suspects have been arrested and 
police protection for Mr Krajisnik has been 
withdrawn. Hardline loyalists—Mr Knez- 
evic was one—are defecting in droves. The 
drying up of hardliners’ smuggling income 
has made it a less attractive proposition to 
remain a rabid Serb nationalist. 

Mr Krajisnik has little hope of winning 
a second term as the Serb member of Bos- 
nia’s presidency in Bosnia-wide elections, 
to be held on September 12th and 13th. His 
successor is likely to be Zivko Radisic, who 
will follow Mrs Plavsic’s tepid line on Day- 
ton. The hardliners have threatened an 
electoral boycott and have appealed to 
NATO for protection. Tough luck. No matter 
how undemocratic the methods employed 
to oust them, the unrepentant nationalists 
can expect no help from the West. 





Poland 


Long shadows over Auschwitz 


OSWIECIM 


€€ TF THAT cross goes, Poland no longer 

exists,” snarled Kazimierz Switon 
from his a camp chair, his dog sprawled be- 
side him. A quick breath, and the rant con- 
tinues: the fatherland is run by Jews and 
their slaves, who are plotting to crush a 
Christian nation. Behind him, the cross in 
question: a seven-metre (23-foot) wooden 
monument once used in an outdoor papal 
mass. And behind that, the barbed-wired 
perimeter of Auschwitz, the Nazi death 
camp in which perhaps 1.5m people, nine- 
tenths of them Jews, were murdered in the 
second world war. Some 100 more crosses 
have sprouted up around the main one, 
ragged plywood structures bearing their 
donors’ names scrawled in pen. 

Mr Switon has answered demands by 
Jewish groups for the removal of the “pa- 
pal” cross with a 42-day hunger strike, a call 
for 152 further crosses to be erected at the 
site—one for each Catholic victim of execu- 
tions at this former gravel pit—and a threat 
to set himself on fire if the original cross is 
moved. The 67-year-old right-winger has 
monopolised the headlines of Poland's 
newspapers, but his extremism is pushing 
the Catholic church, against its instincts, on 
to a more liberal path. 

Although a 1978 UNESCO agreement 
bans all religious symbolism at Auschwitz, 
Mr Switon started his campaign with the 
church hierarchy in his corner. The Polish 
primate, Cardinal Jozef Glemp, said the 
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cross was a symbol of Polish suffering that 
belonged at all sites of national martyr- 
dom, including Auschwitz. But the airing 
of Mr Switon's views and, it is rumoured, a 
word from the Vatican, changed Cardinal 
Glemp's mind. On August 10th he de- 
manded that no more crosses should be 
erected at the disputed site. 

His climbdown was a victory for church 
liberals, who have been waging what at 
times has seemed a losing battle with Cath- 
olics who refuse to make their peace with 
the modern democratic state Poland is try- 
ing to become. Last September's elections 


Loved for the wrong reasons? 


EUROPE 


brought to power a party with strong ties to 
the church's conservative wing. Some 35 
deputies in Solidarity Electoral Action, the 
senior coalition partner, are reckoned to be 
part of the "Radio Maryja gang", which 
takes its cue from a fundamentalist, some- 
times anti-Semitic, radio station. 

But the extremists are turning out to be 
the liberals’ best friends. Last December 
Cardinal Glemp found himself with little 
choice but to chastise publicly Radio Mary- 
ja's head, Father Tadeusz Rydzyk. He ac- 
cused the radio station of inciting hatred 
and its founder, who was then eluding ar- 
rest on charges of slandering the state, of 
considering himself above the law. 

In May conservatives lost another bat- 
tle, to have one of their own named secre- 
tary of the Polish Episcopacy, the church's 
chief manager and spokesman. They did 
succeed in blocking the re-election of 
Bishop Tadeusz Pieronek, a leading liberal. 
But the pope promptly made him responsi- 
ble for relations between Poland and the 
Vatican, while another liberal got his job at 
the Episcopacy. 

Like their church, most Poles are becom- 
ing more socially liberal while remaining 
Catholic. Church attendance is much 
higher than in West European countries, 
though it is slipping a bit. Sunday shopping 
is booming and young townspeople are as 
likely to be found at McDonald's as at the 
confession box. Catholics of all stripes la- 
ment this creeping secularisation, but it is 
beginning to dawn on them that the intol- 
erance and bigotry of Mr Switon and Radio 
Maryja will cost them even more souls. 

This week the government used a legal 
loophole to claim control of the land on 
which the crosses are standing from an ally 
of Mr Switon. What happens to the crosses 
themselves, says the government, is now up 
to the church. With Mr Switon threatening 
selFimmolation on one side and the 
world's Jewish community looking on 
from the other, the Polish church faces a 
moment of truth. 
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EUROPE 
Sweden 


The Luddites 
are coming 


HE Swedes are getting tired of the So- 

cial Democrats. They have governed the 
country for 16 of the past 25 years, 57 of the 
past 66. Support for the party, except for a 
few blips, is in slow decline. In the general 
election on September 20th, the voters are 
likely to punish the party again, this time 
for a programme of rigorous austerity that 
has brought budgetary balance but kept 
taxes high and stinted Swedes' beloved wel- 
fare programmes. 

The beneficiaries, however, will not be 
the centre-right parties, the biggest of which 
is the Moderate Party led by Carl Bildt, a 
former prime minister. If the polls are right, 
Goran Persson will keep his job as prime 
minister. But the Social Democrats, already 
governing without a majority in parlia- 
ment, will have even fewer seats. And they 
will be even more beholden than they are 
now to allies sceptical of the European 
Union and hostile to business. 

Dealing with awkward partners is noth- 
ing new for Mr Persson. For the past four 
years his government has depended on the 
rural-based Centre Party to stay in office. 
That partnership has had its good side. The 


government could not have closed 
a gaping budget deficit without the 
support of the fiscally conservative 
centrists. But they have also in- 
sisted on one disastrous decision, 
to close 12 nuclear reactors, which 
provide half of Sweden's power, 
and championed one dubious 
one, to stand aloof from European 
economic and monetary union. 
Mr Persson, who favours green en- 
ergy and would be loth to surren- 
der economic policy to a new Euro- 
pean central bank, might have 
made these decisions anyway. But 
his dependence on the Centre Party meant 
that he had little choice. 

His next term will be even trickier. The 
slide in support for the Social Democrats 
and the Centre mean that his government 
will need parliamentary help from the rad- 
ical Left Party and the wackier Green Party. 
The Left (once the Communist) Party, led by 
an ex-social worker named Gudrun Schy- 
man, shares the Centre's Euroscepticism 
and thoughtless greenery but not its 
tightfistedness. 

This will make life complicated for Mr 
Persson, who in his second term will be un- 
der pressure from employers to liberalise 
Sweden's labour market and to shift the 
welfare budget from direct transfers to 
spending on health care and education. Ms 
Schyman will have little, if any, of that. She 





is all in favour of creating jobs by cutting 
the length of the working week, as left-wing 
governments in France and Italy are trying 
to do, and letting public spending rip. All 
the Social Democrats’ future allies will be 
pushing for a faster shut-down ofthe coun- 
try's nuclear reactors. 

Outside parliament such concessions 
will buy Mr Persson no peace. Ericsson, the 
telecoms-equipment maker that is Swe- 
den's biggest publicly traded company, is 
due to decide in October whether to move 
its headquarters from Stockholm to Lon- 
don, where taxes are lower and managers 
are cheaper. Faced with higher energy costs 
and little hope of labour-market reform, 
other big companies are also thinking of 
leaving Sweden. 








"UNITY, justice and free- 
dom" spell happiness, ac- 
cording to the German na- 
tional anthem—or at least 
to that part of it Germans 
still sometimes sing. Not 
much of a ditty to argue over, one might 
think. Even less so now that the controver- 
sial first strophe, which begins “Deutsch- 
land, Deutschland über alles" (Germany 
above all else), is generally shunned. But 
this is election-campaign time, and any 
excuse for a fuss will do. And what better 
excuse could there be than left-wing poli- 
ticians playing fast and loose with the na- 
tional hymn? 

On October 3rd the state of Lower Sax- 
ony will be host to the official ceremony 
marking German unity day. The state pre- 
mier, Gerhard Schróder, also happens to 
be the Social Democratic candidate to re- 
place Helmut Kohl as chancellor in next 
month's poll. True to the Schroder dictum 
that "it's time for a change", Lower Saxony 
has decided to liven things up musically 
on this otherwise solemn occasion by fea- 
turing a rather unorthodox pastiche ofthe 





Jangling Germany's national anthem 


national anthem, not as a substitute, 
mind you, but as an addition to the enter- 
tainment. 

The remix version, concoted by a hith- 
erto little-known Berlin composer called 
Bardo Henning, is a 15-minute pot-pourri 
which mingles the melody of the current 
national anthem (by Joseph Haydn) with 





just a mite dull. 


that of the old East German one (by 
Hanns Eisler). In a move that was bound 
to raise the hairs on conservative necks, | 
Mr Henning, who sees his work as a me- | 
lodic trip down German memory lane, 
has thrown in a German pop tune called 
"Goodbye Johnny". 

The government coalition camp is 
livid. “Intolerable,” fumes the general sec- 
retary of Mr Kohl's Christian Democratic 
Union, who sees the inclusion of the 
Eisler tune (rather a stirring one, actually) 
as desecration. A "stunt", claims another 
indignant party official, and one which 
just goes to show that Mr Schroder has no 
feeling for national unity and is unde- 
serving of the chancellorship. 

Some foes of the Henning piece pin 
their hopes on Roman Herzog, the coun- 
try's president. Surely, they argue, he will 
protect the dignity of the ceremony— 
which a variety of foreign notables, in- 
cluding the Czech president, Vaclav Ha- 
vel, are due to attend—and prevent the 
adulterated anthem from being aired. But 
Mr Herzog refuses to act as censor. Listen- 
ers must make up their own minds, he 
says. If nothing else, all the fuss might well 
pull in a bigger audience than usual for 
an occasion many Germans find, well, 
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Volker Rühe, Germany's next foreign minister? 


S A rule, there are two sure ways to commit political suicide 

in the German government. One is to become defence min- 

ister, an ejector seat of a job with no parachute attached. The 

other is to cross Helmut Kohl, the chancellor and chairman of 

the Christian Democratic Union, who even now dominates 

Bonn with the massive self-assurance of a hereditary monarch. 

Volker Rühe has done both, yet survived. He has held the defence 

post for six years, longer than any of his mainly hapless post-war 

predecessors. And when Mr Kohl barks at him, as he often does, 
Mr Rühe does the almost unthinkable. He barks back. 

How has Mr Rühe got away with it? A teacher and Christian 
Democrat from the traditionally “red” city-state of Hamburg, he 
- has no regional power base which would make Mr Kohl think 
twice about sacking him. He is not a 
compelling orator (too many "ers" 
and "ahs") and, despite a certain rug- 
ged charm, he tends to get people's 
backs up. “Volker Rüpel," (Volker the 
lout mutter some men from the 
ministry sourly, who have been told 
to cut the cackle by their impatient 
boss. Similar groans used to be heard 
at the Christian Democratic head- 
quarters in Bonn, where Mr Rühe 
was general secretary for three years 
before going to defence. 

He went unwillingly. The previ- 
ous minister, Gerhard Stoltenberg, 
had resigned amid scandal over un- 
authorised arms supplies to Turkey; 
the one before that, Rupert Scholz, 
had lasted just 11 months— 
scuppered by bureaucrats, intriguers 
and his own sharp tongue. What 
chance, then, had a cabinet novice— 
even one who had specialised in se- 
curity policy? Mr Rühe might have 
fought harder to avoid the job but for 
Wolfgang Schauble, the Christian 
Democratic floor-leader in parlia- 
ment, who assured him defence was 
just up his street. At the time, sceptics 
saw this as a Machiavellian bid by Mr Schauble to rid himself of 
a rival. The two are the same age (both will turn 56 next month) 
and have been working their way up the party ladder since the 
1960s. They also shared—and share—impatience with Mr Kohl's 
tendency to sit out problems, though in public they carefully 
- stress their boss's "unmatched" role as a world statesman. But if 

that was Mr Schauble’s plan back in 1992, it misfired badly. 

Mr Rühe is not just the longest-serving German defence min- 
ister; he is arguably the best. He merged West Germany's forces 
with those of the former communist east while reducing overall 
numbers—a tricky task that could well have gone badly wrong. 
He bit by bit won public backing as well as cross-party support 
fora Bundeswehr role in international peacekeeping, thus over- 
coming a German aversion to the use of force—in any circum- 
stances—prevalent since 1945. And through it all, perhaps to his 
own surprise, he has visibly grown to love the job. Hardly a day 
seems to pass without television footage of Mr Rühe in combat 
garb springing purposefully from a helicopter or poking his 

-head from a tank turret. A scandal last winter over far-right inci- 
dents in the Bundeswehr momentarily looked as though it 
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might bring him down. But he dealt with it toughly, if belatedly, 
and emerged from the crisis more popular than ever. 

Rather too popular, if truth be told, for his rivals in Bonn. Mr 
Kohl is surely thankful for effective ministers (they are not in 
oversupply), but not for one who gets too big for his army boots. 
And at times Mr Rühe has seemed to do just that. For instance, 
when he first publicly backed the early expansion of NATO to the 
east he ran well ahead of Mr Kohl and other western leaders 
wary of upsetting Boris Yeltsin. Now Mr Rühe is at it again, argu- 
ing that the West may have to intervene militarily in Kosovo 
even without a United Nations mandate. It was, he argues, 
"wholly unrealistic" ever to believe Russia would give up its veto 
of such action in the Security Council—a dig not so much at Mr 
Kohl as at the foreign minister, Klaus 
Kinkel. It is one of many such digs 
that make it pretty clear that Mr 
Rühe would like Mr Kinkel's job and 
reckons he would do it better. 

That is, of course, if the chancel- 
lorship is not available to him— 
which it probably will not be. If the 
centre-right government coalition, 
against most expectations, wins à 
majority again in the general elec- 
tion next month, then Mr Kohl will 
soldier on in the top job. At some 
point over the next four years he 
would then presumably step down 
and Mr Schauble, whom he has 
named his "crown prince", would 
take his place. That is not definite, be- 
cause Mr Schauble cannot be certain 
of backing from the Bavarians, one 
partner in the coalition, with whom 
Mr Rühe has been conspicuously 
friendly of late. But it is more likely 
than not. Mr Rühe accepts that he is 
the number three—crown prince, as 
it were, to the crown prince. 

Being third man, though, may 
turn out to be a blessing in disguise. 
Suppose that on September 27th the 
Social Democrats win the most votes but not enough to form à 
government with their intended partner, the Greens. Then there 
would probably be a grand coalition with the Christian Demo- 
crats. Mr Kohl says he wants no part ofthat and the odds are that 
Mr Schauble would not fancy serving in a cabinet under Ger- 
hard Schroder, the Social Democrat competing for Mr Kohl's job. 

That would be Mr Rühe's hour as foreign minister and vice- 
chancellor although, for electioneering purposes, he denies any 
such intention. But Mr Schróder, he reckons, is a provincial 
baron who could use someone with a bit of spit and polish run- 
ning foreign affairs. And, truth to tell, the two tough-talking prag- 
matists (“thugs”, says one insider) get along fine. Theirs is a part- 
nership that could make waves, in the European Union and 
beyond. Mr Rühe has a softer spot for the United States than 
some of his prospective Eu colleagues and little patience for the 
haggling that gums up EU foreign policy. He recently blamed 
Portugal for blocking a ban on Eu civil flights to Serbia and 
snapped that the little Iberian nation had no business dictating 
how Germany behaves. Volker Rühe, the great survivor, may con- 
tinue toensure that Germany's partners live in interesting times. 
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Omagh's terrible sacrifice 


BELFAST 


Last weekend's massacre in Northern Ireland has probably increased the 


chances of eventual peace 


HE self-styled *Real 1RA", a breakaway 

group of IRA die-hards bitterly opposed 
to the Good Friday political agreement, has 
been setting off bombs in Northern Ireland 
all year. But they had not yet killed anyone. 
On a pleasant Saturday afternoon in 
Omagh, they made up for that. A blast on a 
crowded shopping street killed 28 people 
and injured 220. Yet by inflicting such a 
horrible toll—the worst single incident in 
Northern Ireland's history—the group may, 
in fact, have also buried any chance it, or 
any other extremist group, had of sustain- 
ing a campaign of violence. 

For people who want to be seen as “free- 
dom fighters” rather than terrorists, it is 
hard to imagine a roll-call of victims more 
calculated to cause shame: babies born and 
unborn, young and old, a Spanish 12-year- 
old and his teacher, as well as children 
from the nearby Irish Republic. 

All of Ireland—north and south, nation- 
alist and unionist, Irish republican and Ul- 
ster loyalist—was appalled. Unlike so many 
similar tragedies in the past, the Omagh 
bomb has united Ireland in a way that the 
bombers could never have expected. The 
Real 1RA seemed totally disorientated by 
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the reaction. First, they issued a statement 
confirming that they had planted the 
bomb, but insisted that they had not given 
a misleading warning, as the media and 
police claimed. The bomb was meant fora 
commercial target, not civilians, they said, 
and they apologised for the deaths. Then af- 
ter everyone scorned this—and it was dis- 
proved by the news organisations which 
had received the warnings—the Real IRA 
announced a "suspension of military oper- 
ations" during "consultations over our fu- 
ture direction"—ie, a ceasefire. This too was 
met by contempt and disbelief. 

As tempers rose, a mob threatened to 
march on the home outside Dundalk, just 
south of the border, of Michael McKevitt 
and Bernadette Sands-McKevitt, the couple 
who are leaders of the “32 County Sover- 
eignty Committee”, the political wing of 
the Real IRA. Ms Sands-McKevitt is the sis- 
ter of Bobby Sands, the IRA prisoner who 
became a republican icon after starving 
himself to death in jail in 1981. The couple 
denied any involvement in the bombing. 
Few believed them, and they fled. 

In the wake of the bomb, neither the 
British nor Irish governments had any taste 


for dickering with the Real IRA over 
ceasefires, as they have with so many other 
groups. Both said they were determined to 
hunt down the bombers—ceasefire or no 
ceasefire—and promised tighter security 
and more cross-border co-operation. 

Bertie Ahern, the Irish prime minister, 
seemed enraged by the bomb and, with 
most of the Real IRA believed to be based in 
the Irish Republic, promised to pass 
quickly a package of legal changes to make 
it easier to catch the terrorists. These were 
less “Draconian” than he claimed, and 
mostly involved restricting the right to si- 
lence and making it easier to prosecute 
people caught with explosives or aiding ter- 
rorists Both governments also wisely 
stopped short of introducing internment 
which, although it has occasionally worked 
in the south, proved a disaster in Northern 
Ireland in the 1970s. 

The Omagh bombing even chastened 
other extremist republicans. Political 
spokesmen for the "Continuity IRA", an- 
other splinter group, condemned it. The 
spokesman for the Irish National Libera- 
tion Army, a small faction which has killed 
many people over the past 20 years, called 
on its terrorists to accept that popular sup- 
port for the Good Friday agreement left *no 
justification" for violence—the usual pre- 
lude to a ceasefire announcement. 

But most attention focused on Sinn 
Fein, the political wing of the mainstream 
IRA. For the first time Gerry Adams, Sinn 
Fein's president, condemned" a bombing 
by republican terrorists “without equivo- 
cation", This was an important political 
step, and was recognised as such. For exam- 
ple, David Trimble, leader of the Ulster 
Unionists, did not lambast Mr Adams or 
Sinn Fein as he usually does in such situa- 
tions. In the autumn he may have to sit 
down with Sinn Fein leaders in the new 
Northern Ireland executive. 

However, most people were not happy 
with mere condemnation. They wanted 
more from Sinn Fein and the mainstream 
IRA—help in tracking down the terrorists. 
Faced with the tide of public disgust, and 
pressed by journalists to say what they 
would do, Sinn Fein leaders, usually so skil- 
ful at parrying hostile questions, also 
seemed taken aback. Asked repeatedly if he 
would pass information to the security 
forces, Sinn Fein's Martin McGuinness 
blurted out: “I’m not an informer.” That's 
not what people in Ireland wanted to hear. 

Sinn Fein leaders also faced a grilling 
over why the IRA was not willing to make a 
move on decommissioning its own weap- 
ons. They pointed out that the Omagh 
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bomb was a home-made fertiliser bomb, 
but this did not assuage the suspicion that 
the mainstream IRA does not have com- 
plete control over its own arms dumps. 
Suddenly the fraught decommissioning is- 
sue is more than mere symbolism, and 
Sinn Fein will come under increased pres- 
sure in the autumn to persuade the IRA to 
make some concessions on its weapons. 

The slaughter in Omagh was horrible, 
and most people were revolted by it. And 
yet Northern Ireland has seen many such 
horrors before. The reasons for the united 
political response this time are many. The 
most obvious is that the bomb was so 
clearly directed at destroying the Good Fri- 
day agreement, which has taken years to 
achieve and has been endorsed by the over- 
whelming majority of voters in referen- 
dums north and south of the border. Few 
now want to see the delicate compromises 
of that accord shattered by bombers. 


But there is another factor not men- 
tioned by many commentators, although 
understood throughout Northern Ireland. 
All the towns previously bombed by the 
Real IRA were mainly Protestant. But 
Omagh has a Catholic majority and a Sinn 
Fein council chairman. The countryside 
has pockets of strong Sinn Fein support, 
from which several of the dead came. Peo- 
ple there already supported Sinn Fein's 
peace policy. This time republicans killed 
republicans. Even if this was by mistake, 
the families and friends of the victims are 
now even more likely to reject anti-settle- 
ment splinter groups. 

And the fact that more Catholics than 
Protestants died restrained loyalist para- 
militaries from retaliating in traditional 
style by targeting Catholics, a factor admit- 
ted off the record by some loyalist figures. 
In a shaming week, this brought some 
shameful comfort. 





Glasgow 


Refitting on the Clyde 


Scotland's one big city has done a good job of regeneration. But it is in danger 


of becoming a political orphan 


OME cities form such a 

strong impression in the 
mind's eye that it takes a gen- 
eration before outsiders see 
how much they have changed. 
The unprepared visitor to Glas- 
gow looks in vain for teeming tenements 
blackened still by grime and soot, and 
searches an empty skyline for the thicket of 
cranes that rimmed the cacophonous ship- 
yards. On the south side of the Clyde you 
half hope to find some true remnant of the 
Gorbals, the filthy, tightly packed, big- 
hearted, crime- and disease-ridden warren 
of slums and pubs that housed Glasgow’s 
army of industrial workers. 

That Glasgow has gone—along with 
most of the ship-building and steelmaking 
that once made the city rich. The filthy river 
that delivered prosperity is clean and list- 
less. Tenements have been thinned down 
and tarted up. In the city centre, thick- 
walled banks have been converted into cor- 
ner bars and clubs. As for the Gorbals, the 
place has been knocked down—twice over. 
No more back lanes and “middens”: the 
tenements were razed during the 1960s, 
and the gruesome tower blocks that took 
their place were demolished in their turn 
when broken-backed communities could 
not make a life in them. 

And yet today’s Glasgow is no Victorian 
shell mourning the passing of its industrial 
glory. Manufacturing may be imprinted 
somewhere in the Clydeside soul—and the 
city council continues its fruitless efforts to 
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attract new factories—but from 
the city centre Glasgow looks 
and feels like a successful post- 
industrial centre for tourism, 
services and shopping. Though 
small by international stan- 
dards, with just over 600,000 people, this 
is, after all, “the” big city of Scotland (Glas- 
wegians are professional disparagers of the 
smaller and snootier Edinburgh) and the 
hub of the Strathclyde area. Planners put 
the population of the real city, as opposed 





Glasgow’s Victorian grandeur 
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to the political city, at about 1.4m. 

Compared with cities such as Manches- 
ter and Liverpool, the middle of Glasgow 
contains a large area that has escaped the 
developers' bulldozers. The square mile or 
so that makes up the centre is a network of 
attractive streets dominated by confident 
Victorian buildings. On a sunny day Royal 
Exchange Square feels almost like a Roman 
piazza, with pavement cafés, ritzy shops, 
monumental buildings and a wonderful 
Gallery of Modern Art, housed in the man- 
sion of an 18th-century tobacco baron 
and—this is a famously left-wing council— 
open, for free, seven days a week. If you 
want a £60 ($97) shirt you will find it at 
Pinks, a stone's throw from the imposing 
old kirk that dominates Nelson Mandela 
Place off Buchanan Street. If you want to eat 
in a Michelin-starred restaurant you will 
find one a short cab-ride away. 

The quality and variety of shops is al- 
ready impressive. But the scale ofthe invest- 
ment under way is staggering. The town 
centre is the scene of feverish building, es- 
pecially around the z-shape formed by its 
main shopping streets: Argyle, Buchanan 
and Sauchiehall. In Buchanan Street a vast 
new mall, the Buchanan Galleries, is 
springing up and will be “anchored”, in the 
jargon, by a John Lewis department store. 
Close by, many other big-name shops ei- 
ther are already open or soon will be. And 
the old post office that was the scene of the 
"red Clydeside" rebellion, which brought 
tanks to the streets in 1919, may become 
home to a branch of Harvey Nichols, one of 
London's poshest stores. 

Few cities can flourish on shopping 
alone. But a strong retail industry and a 
brisk tourist trade can combine to make 
each other stronger. Glasgow is not only a 


: magnet for the region's shoppers (there are 


few big out-oftown shopping areas) but 
also for tourists on their way north. With 
enough good architecture for the city to 
have been designated Britain's "City of Ar- 
chitecture and Design" next year, and 
enough good stores and galleries to make 
the tourists linger, the service economy 
looks robust. Financial-service firms have 
been lured by low costs and slow staff turn- 
over. So have call centres: companies such 
as the computer maker, Compaq, seem to 
find the city cheap and solid Scottish ac- 
cents well suited to taking calls from cus- 
tomers and suppliers. 

The trouble is, you cannot take the mea- 
sure of Glasgow by the vibrant square mile 
at its centre, nor by its grand universities, 
nor by its operas and orchestras and soft- 
ware houses, nor yet by the handful of afflu- 
ent inner-city neighbourhoods such as the 
West End. Cross the river from the city cen- 
tre and you find, where the Gorbals used to 
be, a vista of bleak open spaces broken up 
by isolated little housing projects and grim 
communitycentres. Many Gorbals families 
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Anchors away 


EMEMBER the film "Broadcast 
News", in which a handsome junior 
reporter usurps a more experienced but 
less photogenic rival to become the net- 
work's news anchor? British audiences 
are about to be treated to a similar news- 
room drama. Even better, this one is real. 
Next month Bsc Television will an- 
nounce a shake-up of its news shows. It is 
said that some greyer presenters, such as 
Peter Sissons and Martyn Lewis, 
will depart. Their younger, 
fairer replacements may in- 
clude Jill Dando, presenter of 
"Holiday", a travel show; and 
Nicky Campbell, once the host 
of “Wheel of Fortune", a game 
show. Both have plenty of ex- 
perience on news programmes, 
but both are more famous for 
light entertainment than for 
dodging bullets in Bosnia. 
The BBC declines to com- 
ment on most of the rumours 








room: it denies that Mr Campbell is being 
lined up to present its "Breakfast News", 
but does not say if he is being courted for 
other shows. Over at rTv, there is also talk. 
Will its bosses persuade regulators to let 
them shift “News at Ten”, their prime- 
time bulletin, to a less prominent slot in 
the early evening? And if so, will Trevor 
McDonald, the show’s veteran anchor, go 
with it? Or will Dermot Murnaghan, his 





glamour-boy understudy, take over? | 

The name on every network boss's 
chequebook is Kirsty Young, the main (if 
not the only) asset of Channel 5, a strug- 
gling new station. Miss Young is clever, 
capable, confident . . . and yes, glamorous 
and blonde. Despite attempts to poach 
her, she has so far stayed put. 

The BBC and rrv have been forced to 
revamp the news because viewers are 
turning off: the audience for the BBC's 
"Nine O'Clock News" is down to 4.7m 
from 6m five years ago. So will a switch to 
younger presenters mean that 
looks nudge out news? Not nec- | 
essarily. British newsreaders | 
mostly read out scripts written 
by a team of sub-editors. In- 
deed, it is ironic that Mr Lewis’s 
rumoured departure is being 
seen as dumbing-down: a few 
years ago, when he tried unsuc- | 
cessfully to exert more editorial | 
influence, he was pushing for | 
more softer, "good news" sto- 

| 








ries. And Mr Lewis was respon- 
sible for that heavyweight best- 


from its notoriously leaky news- Sissons, grey; Dando, blonde seller: “Cats in the News”. | 


were displaced in the 1960s into peripheral 
housing estates (“the schemes”) such as 
Castlemilk, Drumchapel, Pollok and 
Easterhouse, where physical conditions 
were better but which provided no answer 
to the wider problems of deprivation. 

These places are not especially ugly. 
Most consist of uniform low-rise building, 
some of it perched on pleasant hills with 
fine views over the city. But they house the 
sort of people who would a generation ago 
have made their living by the skill of their 
hands or the strength of their backs and can 
find such work no longer. Some of the 
schemes contain pockets of unemploy- 
ment of well over 50%, with high levels of 
crime and drugtaking. One indicator of 
Glasgow’s problems is the proportion of 
children eligible for free school meals. In 
Glasgow it is more than 40%—and in some 
neighbourhoods nearly 70%—compared 
with 20% for Scotland as a whole. 

One reason for such statistics is that 
Glasgow has lost its middle class. Skilled 
people began to leave the city in the 1960s, 
drawn to towns such as East Kilbride by 
new jobs and amenities. The policies of the 
city council contributed to this creaming 
off. In its haste to demolish inner-city slums 
and move people into the schemes, the 
council permitted little private house- 
building within the city. Councils outside 
took a different view, giving richer people 
another reason to decamp. 

Of course the middle classes of most cit- 
ies live in a penumbra of affluent suburbs. 
But until 1996 Glasgow avoided the worst 
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fiscal effects of this because it was part of 
the Strathclyde authority which both gave 
political voice to the west of Scotland and 
brought together the city and its hinterland. 
That year, the Conservatives abolished 
Strathclyde. Now the city council is a uni- 
tary authority, responsible for services such 
as housing and education, but pressed into 
its tight 19th-century corset, with the richer 
suburbs outside its boundaries. What re- 
mains, says Stuart Gulliver, chief executive 
of the Glasgow Development Agency, is in 
effect “a city without its suburbs”. 

This means that well-to-do people com- 
mute to Glasgow for work—or to use its mu- 
seums, colleges, galleries and shops—but 
do not contribute to its tax revenues. On 
one estimate, 2m people make use of the 
facilities of a city in which fewer than 
200,000 pay council tax. 

It is difficult to stop the exodus of better- 
off people in such circumstances. A shrink- 
ing tax base, under-performing schools and 
an inadequate stock of private housing join 
hands in a self-perpetuating circle. Inev- 
itably, many young parents leave the city 
for upmarket residential areas, and many 
parents in the socially disadvantaged pe- 
ripheral housing schemes opt to send their 
children to schools in the richer suburbs 
just outside the city boundary. 

Glasgow is doing what it can to reverse 
these trends. It is embarking on a big over- 
haul of its schools and encouraging private 
housebuilding. Council leaders have pro- 
posed the transfer of public housing to a 
private trust. But it is hard to see how Glas- 


gow can afford to tackle its deeper social 
problems without help from outside. The 
difficulty here is that the city lacks friends. 

When the Conservatives held power in 
London, the city came to be seen as a place 
that soaked up public money and showed 
its ingratitude by voting Labour. Few Glas- 
wegians doubt that the Tories replaced the 
sympathetic Scottish Development Agency 
with a feebler Glasgow Development 
Agency out of a desire to divert resources to 
less needy but politically more amenable 
parts of Scotland. The advent of a Labour 
government will not necessarily help: over 
the past two years the (New) Labour Party 
has been locked in a feud with the (Old) La- 
bour ruling group in Glasgow. At one point 
the party suspended the Lord Provost, Pat 
Lally, only to have that decision overturned 
by a Scottish court. 

Now Glasgow faces an uneasy future in 
a Scotland whose Parliament will be in Ed- 
inburgh, the city’s perennial rival. On top 
of fearing that the new legislature will draw 
away media and financial-services firms, 
some Glaswegians wonder whether devo- 
lution will see the emergence of a rest-of- 
Scotland coalition antagonistic to their 
city’s money-gulping needs. Glasgow, locals 
say, is the only “real” city in Scotland, one 
that has more in common with England's 
great provincial cities than with anything 
else north of the border. Will the Scottish 
Parliament understand its special needs? 


| Bagehot is on holiday | 
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Winners take all 


A controversial plan to create a super league in European football needs to 
reconcile the priorities of business and sport 


ALES of sex, drugs and drink are com- 

monplace in football, but the story that 
is exercising the sport as a new season be- 
gins is about a much more dangerous sub- 
stance: money. Europe's biggest football 
clubs are being offered huge quantities of it, 
and many in the sport fear that, if they take 
up the offer, they will destroy the game. 

The role of Mephistopheles in this tale 
is played by Rodolfo Hecht, an associate of 
Silvio Berlusconi, an Italian media tycoon 
and politician. Mr Hecht, a former chair- 
man of Fininvest, Mr Berlusconi's holding 
company, now runs Media Partners Inter- 
national, which has approached the three 
largest clubs in all the biggest European 
countries and suggested that they abandon 
UEFA, the association which currently runs 
pan-European football, and join together 
to form a super league. In return, they 
would make much more money from the 
sale of European television rights. 

Some of the clubs admit they are 
talking with Media Partners, but de- 
tails will remain hazy until the firm 
makes its first presentation about 
the scheme, to England's Premier 
League on September 3rd. Media 
Partners is said to think that super 
league clubs could each make $150m 
a year from European television 
rights. That is undoubtedly an exag- 
geration; but half as much would be 
a fortune compared with the current 
earnings of Europe's top clubs. Real 
Madrid, for instance, made $10m 
last year. Temptation indeed. 

Why should anybody promise 
such vast sums? Some say that the 
scheme is really a sign of desperation 
by Mr Berlusconi. He owns AC Mi- 
lan, which came tenth in the Italian 
league this year, and failed to qualify 
for UEFA's biggest contest, the Euro- 
pean Champions' League. Others 
whisper that Mr Berlusconi is plot- 
ting with Rupert Murdoch and Leo 
Kirch, a German media tycoon, to 
oust France's Canal Plus from its 
dominance of European pay-TV. 

In fact, Mr Hecht is exploring a 
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scheme that many others have dreamt of. 
European football needs a super league 
and UEFA has been too disorganised to cre- 
ate it. But a league will flourish only if it fol- 
lows the right principles. 


Turf battle 


The pressure for a super league comes from 
the emergence of European pay-television 
and of football as its dominant sport. This 
has already hugely increased the market for 
football rights. Four years ago, according to 
Mark Oliver, of Oliver & Ohlbaum, a sports 
and media consultancy, the television 
rights to domestic and European football 
sold for $300m; now they are worth around 
$2 billion a year. That figure is bound to in- 
crease, as digital television multiplies the 
number of channels available, and thus the 
demand for the most reliably popular form 
of pay-television programming. 





Mine, all mine 


But while the demand for football has 
been growing, the supply has not. Now, Eu- 
rope's pay-television operators (including 
Messrs Berlusconi, Murdoch and Kirch) are 
keen to develop new sources of sports pro- 
gramming. At present, they are dealing 
with monopolists (UEFA at the European 
level and the various national leagues at 
country level). They would like to diversify 
their sources of supply. 

The huge rise in the value of rights has 
changed the priorities of the bigger clubs, 
too. They are turning themselves from hob- 
bies into businesses. British football is the 
most developed—the shares of 20 clubs are 
now quoted on the stockmarket—but a few 
clubs elsewhere in Europe are also quoted 
and Germany's Bundesliga is meeting in 
October to discuss how its clubs might list 
simultaneously. Listing encourages clubs to 
look at their prospects through sharehold- 
ers’, as well as footballers’, eyes. They are in- 
creasingly keen to maximise revenues and 
to minimise uncertainty. 

A super league would not only bring 
new money into the game, but also divide 
the spoils differently. Europe's biggest 
countries have the richest television mar- 
kets and the most fans, and those countries' 
biggest clubs have a huge share of fans (see 
chart on next page). But UEFA's rules are de- 
signed to include a wide range of clubs 
from a wide range of countries, and 
to distribute the cash it raises from 
television rights equally widely. The 
super league would allow the big 
clubs to cut the smaller ones adrift. 
And, by eliminating the danger of 
relegation, it would reduce the un- 
certainties that shareholders dislike. 

The trouble is that sports compe- 
titions thrive on just such uncertain- 
ty. Some in football argue that the 
game would be damaged by a per- 
manent super league designed to 
minimise shareholders' risk. Promo- 
tion and relegation, they say, are es- 
sential to competition. Without the 
danger of relegation, clubs that real- 
ise they cannot win that year will 
stop trying, turn to some other con- 
test and play dull matches. And 
without opportunities for newcom- 
ers to enter a league through promo- 
tion, hungry outsiders with new en- 
ergy and new investment are kept 
out. 

In the United States, America's 
National Football League has a solu- 
tion to this problem. The all-power- 
ful league awards franchises to cities 
to create football teams, which can- 
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not then be dropped from the competition. 
So American football has found a way to 
strengthen weak clubs and weaken strong 
ones. Each year, the worst performers take 
first pick of the college players coming into 
the game. And ifa club remains dominant, 
then the league can award another fran- 
chise to that city, or one nearby. By reduc- 
ing a club’s revenue, the league dilutes its 
power. 

Europe’s super league could not simply 
adopt American practices, because it 
would not have the power to impose them. 
It could not, for instance, decree the cre- 
ation of a new top club in a city, unless it 
also controlled the national game; nor 
could it direct promising young footballers 
where it liked without control of the play- 
ers’ association. 

UEFA, on the other hand, could meet 
some of the demands of the bigger clubs 
from the richer countries. It could alter its 
rules to give them a better chance of getting 
into the Champion's League, for instance 
by guaranteeing the big countries two or 
three places; it could give them more of the 
cash it collects; it could securitise its future 
income from television rights and give it to 
clubs to reduce the uncertainty of competi- 
tive life. According to Mr Oliver, “If UEFA is 
to retain its monopoly, it will probably 
have to make some or all ofthese changes." 

Whether UEFA is reformed or replaced, 
European football is bound to change. But 
any plan to increase revenue has to recog- 
nise that sport requires a balance of equal- 
ity and competition. After all, if the football 
becomes predictable, the viewers will 
switch off and the revenue will dry up. 
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Shady business 


ROME 


ASHION loves nothing better than to 

declare something a classic, enthuse 
about its simple practicality, and then 
charge a fortune for it. Like crisp white 
shirts and little black dresses, sunglasses 
are perfect for such treatment. They pre- 
tend to functionality, with serious talk of 
ultraviolet rays, but are often merely 
props for posers' noses. Little wonder 
that Italian firms, able to call on the 
brands and marketing 
flair of the country's 
fashion houses, lead the 
world in making shades. 





But the scene is darken- 
ing. Last year exports of 
Italian sunglasses— 
worth 720 billion lire 
($423m), and up more 
than  fourfold since 
1990—stopped growing. 

The key to Italian 
success has been to har- 


Marcolin, marketing di- 

rector of Marcolin, which makes Dolce & 
Gabbana glasses. Marcolin started mak- 
ing sunglasses only three years ago, but 
they will account for half of its produc- 
tion of more than 2.5m frames this year. 
Luxottica, the overall market leader for 
glasses, makes them for Armani, Bulgari 
and Yves Saint Laurent. It has boosted 
the share of sunglasses in its total output 
to one halfin the first quarter of this year, 
from 13% in 1993. Safilo, a firm whose de- 
signer portfolio includes Dior, Ferre, 
Gucci and Valentino, increased its pro- 
duction of sunglasses by 160% from 1994 








Brierley Investments 


Grounded 


HE performance of New Zealand's 

Brierley Investments Ltd (BIL) has been 
a bit like that of the country's flightless na- 
tional emblem, the kiwi: short-sighted and 
destined never to take off. Despite a long- 
lived bull market, the investment trust, 
which has most of its assets in America, 
Australia and Britain, has had a miserable 
decade. With the recent collapse of the sale 
of Thistle Hotels, a British hotel chain, per- 
haps its most urgent deal, BILs troubles 
seem more pressing than ever. 

BIL was once feared as a corporate 
raider in Australia and Britain, thanks to its 








to 4.7m pairs in 1997. 

Manufacturers without such power- 
ful brands have suffered. De Rigo is Ita- 
ly’s leading maker of sunglasses, and was 
the first firm to pose a threat to America's 
Ray-Ban, which had been the world-mar- 
ket leader. De Rigo makes sunglasses for 
Fendi, Fila and Martini Racing, but lacks 
any really big names and relies on its 
own, less glamorous brands. Its sales 
dropped from 301 bil- 
lion lire in 1995 to 207 
billion lire last year. 

Top names do not 
come cheap, however. 
Last year Luxottica said 
that ithad not renewed a 
licence agreement with 
Valentino because the 
designer wanted his 
minimum-sales guaran- 
tee more than doubled 
to 63 billion lire. Such 
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association says that 
many of the country's small and mid- 
dling sunglasses firms face collapse. 
Even the top names have lost some of 
their sparkle lately. Asian woes and 
steady improvement in the quality of 
Chinese sunglasses means that exports to 
Asia stalled last year. Back home, the 
trade association frets that the average 
age of sunglasses in Italy is between two 
and three years, and that consumers 
need to be encouraged to buy sunglasses 
more often. That is the trouble with tell- 
ing people they are buying a timeless 
classic: they may start to believe you. | 


street-wise and board-busting leader Sir 
Ron Brierley. But the firm stumbled after 
the 1987 crash, and Sir Ron was eventually 
deposed in a boardroom coup. Since then, 
the firm has selected an unremarkable set 
of investments, including a 24% stake in 
John Fairfax, an inefficient Australian 
newspaper publisher; 29.9% of Ibstock, a 
so-so British brickmaker; and 42% of Air 
New Zealand and 63% of Sky City, an Auck- 
land casino, both of them affected by the 
collapse in Asian tourism. 

To add to the misery, the firm has man- 
aged its foreign-exchange risk disastrously, 
first failing to hedge against the rise in the 
New Zealand dollar; then, just before the 
currency began to fall, betting that the rise 
would continue. Furthermore, BIL has paid 
generous dividends based on inflated asset 
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values in its accounts. (After pressure from 
investors, there is speculation that its ac- 
counts are being adjusted to reflect the mar- 
ket value of its investments, and that there 
will be some big write-downs at Bi1’s full- 
year results early next month.) 

The sorry financial performance has 


taken its toll. prs share price continues to 
languish. Throughout the decade, it has 
charted a mostly flat line against the rise 
and rise of the markets it was in (see chart). 
Sir Roger Douglas, New Zealand's former fi- 
nance minister, stepped in as executive 
chairman at the end of April, after five of 
the firm's 11 directors, including the chair- 
man, Bob Matthew, and the chief executive, 
Paul Collins, had departed. sit also 
launched a NZ$3 billion ($1.5 billion) pro- 
gramme to sell assets, which is so far-reach- 
ing that New Zealanders have begun to call 
the firm “Brierley Divestments". 

The most important of these disposals 
was BIL’s 46% stake in Thistle, Britain's sec- 
ond-largest hotelier. The investment has 
been a headache ever since BIL borrowed 
heavily to take control ofthe group in 1991, 
just ahead ofa long-lasting slump in the ho- 
tel industry. Now that consolidation 
among British hotels is likely, Thistle's 
board has been entertaining bids for the 
entire group at around £1.5 billion ($2.4 bil- 
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lion) and earlier this month came within 
an ace of a deal, reportedly with Nomura, a 
Japanese securities house. But after recent 
turmoil in world markets, Nomura revised 
down its offer. Unacceptable, said Thistle. 

Thistle's share price immediately fell by 
a fifth. That put paid to a rare share-price 
rally in BIL, which was founded on specula- 
tion that it would finally be rid of Thistle. 
BIL put a brave face on the news. While not 
commenting publicly, sources drew atten- 
tion to Thistles promise to return some 
money to its shareholders. Bit. hopes that 
this will generate a few hundred million 
kiwi dollars, although that is nothing like 
the NZ$2 billion it stood to raise from an 
outright sale of Thistle. 

It is back to the drawing board for BIL. 
Robert Bode, an Auckland-based analyst 
with Merrill Lynch, an American invest- 
ment bank, has given a warning that the 
collapse will put back the investment 
group's restructuring. Barring another bid 
for Thistle, B1L is unlikely to take wing soon. 





Tax collection 
On the farm 


KARACHI 


AKISTANI businessmen often com- 

plain that their country has reverted to 
the dark ages. Bandits prowl the country- 
side, tribesmen rule the remoter regions, 
and the government cannot keep the peace 
or collect revenues. But one Pakistani firm 
nas realised that, as in medieval times, the 
states inadequacies can be a source of 
orofit. Research & Collection Services (RCS), 
i private-investigation and debt-collection 
irm, which has prospered amid the law- 
essness of Pakistan, is now turning to an- 
xher ancient money-spinner: the tax farm. 

For years Pakistan's state broadcaster 
1as struggled to collect its annual licence 
ees. Although Pakistanis between them 
ywn perhaps 9m televi- 
ions, 3m vcrs and 
300,000 satellite dishes— 
which all require a li- 
‘ence—government in- 
ipectors fail to persuade 
ven 1m of them to pay up, 
lenerating a measly 240m 
"akistani rupees ($4.8m) or 
0 of revenue each year. 

In desperation, the 
ight-wing government of 
Nawaz Sharif put licence 
‘ollection out to public 
ender this year. The 
»pportunity did not tempt 
nany. In a country where 
ewer than 1m out of a 
»opulation of 140m deign 
o pay income tax, the 
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chances of ferreting out licence cheats 
seemed slim. RCS was the only bidder in 
three of the seven regions into which Paki- 
stan was divided for the tender. Overall, 
RCS offered at least to double the state's rev- 
enue. The delighted government signed 
over its powers, giving RCS the right to keep 
all its earnings above 441m rupees. 

RCSSs owner and managing director, 
Ikram Sehgal, argues that civil servants 
made little effort to collect licence fees 
when they were due, only to threaten late- 
payers with lawsuits unless they handed 
over hush money. For his part, Mr Sehgal is 
running an advertising campaign to en- 
courage people to pay voluntarily. rcs has 
set up a special prize draw for those who 
pay early, and 4.5m households will receive 
reminders by hand. The effort is already 
paying off: since the year-long contract took 
effect on July ist, RCs claims to have col- 
lected more than 350m rupees. 





But with expenses of around 100m ru- 
pees, RCS needs to collect 200m rupees 
more just to break even. So the company is 
resorting to rougher tactics as well. Its na- 
tion-wide network of investigators—most 
of them former army officers—has done the 
rounds of video-rental stores to find out 
who owns vcrs. Others conduct spot 
checks on 12,000 temporary staff to guard 
against corruption. The company speaks 
ominously of “semi-tough” and “tough” 
phases to come. 

Even in the current gentle phase, Paki- 
stani newspapers have printed allegations 
of manhandling and intimidation by rcs 
employees—which Mr Sehgal dismisses as 
politically motivated. It took successive 
governments five years, he points out, to es- 
tablish the idea of private fee-collection. 
Now, he says, disgruntled civil servants and 
failed bidders are conspiring to sabotage 
the process. 

Despite the fuss, Paki- 
stan’s cash-strapped gov- 
ernment is unlikely to re- 
nege on the deal. If 
anything, it wants to go fur- 
ther: RCs is already discuss- 
ing similar arrangements 
with the state-owned elec- 
tricity, gas and telephone 
companies. If RCs succeeds 
in collecting anywhere 
near the one billion rupees 
from television viewers 
that it is currently project- 
ing, there will be more 


competition—and thus 
higher prices—for these fu- 
ture tenders. 


RCS plans to sell the 
data it gathers in its collec- 
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tions to marketing firms and NGOs eager to 
learn about Pakistan's consumers. Mr 
Sehgal even hints at passing information to 
the government's own tax collectors. He 
might just as well do the job himself. 





The entertainment business 
A winning ticket? 


NEW YORK 


NDERNEATH its frivolous facade, the 

entertainment business is actually a 
modern *virtual" industry. Most of the cre- 
ative side of the business is farmed out to 
small production companies. Some 
100,000 of the workers in Hollywood alone 
are freelancers of one sort or another. A 
company that has benefited greatly from 
this trend is the one to which many per- 
formers now devolve the boring, adminis- 
trative end of the business. If you buy a 
ticket for any big live event in America, 
from a Broadway show to a professional 
wrestling bout, the chances are that it will 
be sold by Ticketmaster. 

Fredric Rosen, who has done more than 
anyone to shape the firm, took over in the 
early 1980s when Ticketmaster was a small, 
unprofitable maker of ticketing machinery. 
Last year it sold more than 70m tickets, 
worth around $2.3 billion, perhaps a third 
of the entire American live market. The 
company has attracted the wrath of pop 
groups (Pearl Jam tried to boycott it) and 
there are periodic rumours, never con- 
firmed, of antitrust investigations. 
Ticketmaster's executives see no serious 
threat and say that the agency is expanding 
from its North American stronghold to Eu- 
rope, Latin America and Australia. But is 
the franchise really so secure? 

The question is particularly apt, be- 
cause Ticketmaster has just changed hands. 
In June Barry Diller's usa Networks, which 
includes the former Home Shopping Net- 
work, paid $440m in shares to acquire the 
53% of the firm it did not already own. The 
implied market value was nearly double 
what the firm was worth on its listing only 
19 months before, and nearly 100 times its 
earnings of only $8.1m last year. 

Ticketmaster's basic business is simple 
enough. It has convinced most of the big 
venues in America that they can save 
money and increase sales if they let some- 
one else do the selling for them. These rela- 
tionships are the core of its business. It then 
sells tickets through its own telephone op- 
erators and a network of affiliate vendors 
(usually music stores with a ticket printer 
and computer link). In return for acting as 
middleman, the ticketing company adds to 
the face value of the ticket a “convenience 
charge" of, on average, approximately $4. 

This is a higher-margin business than 
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Ticketmaster's earnings imply (its profits 
before interest and tax were a more healthy 
$30m). And, thanks to the costs of building 
the distribution network, not to mention 
the three- to five-year contracts that most of 
Ticketmaster's clients have signed, compet- 
itors face steep barriers to entry. 

Yet the real prize for Mr Diller may be 
Ticketmasters links to the Internet—in- 
deed, some former shareholders, including 
Mario Gabelli, a prominent investment 
manager, have complained that Mr Diller 
bought the firm for a song. Online sales 
now account for roughly one in 50 of all 
tickets sold in America. But the proportion 
at Ticketmaster is nearly one in 20, and that 
figure is growing quickly. Online sales are 
cheaper because there are no operators to 
pay. They are also usually quicker and offer 
more choice. A customer can inspect a seat- 
ing chart, or browse through a listing of all 
events at a particular site or on a particular 
date, which encourages impulse purchases. 
Ticketmasters Internet site should make a 
profit from advertising alone this year, 
thanks largely to a $12m contract with N2K, 
an online music retailer. 

You might think that the Internet re- 
moves some of the barriers to entry, and 
will thus make it easier for small newcom- 
ers or for venues to sell their own tickets. So 
far the reverse has happened. Small firms 
have been unwilling to invest in the com- 
puter power necessary. And the venues 
have proven less than adept at selling tick- 
ets. The New York Yankees, a baseball team, 
now refers online orders to Ticketmaster af- 


ter its own bungles angered fans. 

But the advantage might not always lie 
with an agency such as Ticketmaster. Over 
the past year srx Entertainment, a New 
York impresario, has taken control of many 
of the big American concert promoters as 
well as a talent agency and 44 large venues 
across the country. In 1997 almost 27m peo- 
ple attended events hosted by firms now 


owned by srx About a fifth of 
Ticketmaster's sales are for events backed 
by the impresario. 


One hint of a shift of power from ticket- 
ing agency to impresario is a row between 
Bob Sillerman, srx's boss, and Mr Diller 
over how to split Ticketmasters conve- 
nience charges. sFx owns New England Ex- 
press Ticketing, which currently sells only a 
small share of its tickets but could eventu- 
ally become a big source of argument. Verti- 
cal integration is one of the entertainment 
industry's obsessions. It would be odd if 
sFx did not eventually use its own ticketing 
business to threaten Ticketmaster. 

Mr Diller thinks that day is some way 
off. He also says that Ticketmaster will 
"never go into competition with its cus- 
tomers" by purchasing venues or promot- 
ers. Instead he prefers horizontal integra- 
tion, looking for ways for Ticketmaster to 
promote (and be promoted by) his Home 
Shopping Network. usA Networks last 
week took control of CitySearch, which pro- 
vides an Internet guide to large North 
American cities, and plans to merge it with 
Ticketmaster's online division and list the 
new company. Mr Diller wants to start sift- 
ing through data about the three firms' cus- 
tomers, perhaps using what he finds to 
launch telemarketing services. 

One hint of difficulties at Ticketmaster 
is the departure of Mr Rosen. After clashes 
with Mr Diller, he is leaving at the end of 
the month. Whether his departure heralds 
the end of Ticketmaster's hold on the mar- 
ket, or the creation of a much broader mul- 
timedia company, remains to be seen. 





Angolan diamonds 


De Beers's 
worst friend 


LUANDA 


i s are turbulent times for De Beers, 
the South African company which con- 
trols—or at least tries to control—the 
world's market for diamonds. In Asia, de- 
mand for the gems has slumped. In an at- 
tempt to maintain prices, De Beers's Cen- 
tral Selling Organisation, the London- 
based body which organises the world’s 
diamond cartel, has held back unusually 
large quantities of rough, or uncut, dia- 
monds. As a result, cso sales fell by 41% to 
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$1.7 billion in the first half of this year com- 
pared with the same period in 1997. On the 
supply side, De Beers has recently had to 
cope both with Australian producers leav- 
ing its cartel, and the fear that the Russians 
might by-pass it. Now, a further supply-side 
worry is looming closer to home: in Angola. 

Angola's diamonds are plentiful: the 
country produces some 15% of the world's 
output (see chart). They are also among the 
highest-quality gems in the world, costing 
around three times as much per carat as 
South African diamonds. Last year, sales of 
Angolan diamonds were worth some $1 bil- 
lion. But Angolan diamond production is 
far from predictable: the country has been 
riven by wars for the past 30 years, and a 
recent peace between the government and 
the UNITA rebels now appears to be 
unravelling. 

At first sight, Angola might look less of a 
headache for De Beers today than it was a 
decade ago. In the mid-1980s Angola with- 
drew from the Central Selling Organisa- 
tion and removed De Beers's contract to 
manage the country's diamond mines and 
sell its production. De Beers’s problems 
were compounded in 1992 when UNITA 
captured from the government the Cuango 
valley, where some of the best diamonds 
lie. As UNITA proceeded to produce and 
smuggle out large quantities of gems, De 
Beers had little choice but to buy them up 
on the open market, often at huge expense. 

At the beginning of this year, however, 
UNITA was obliged to return control of the 
Cuango valley to the government—as part 
of the peace accords (but also because 
UNITA did not have the technology to mine 
many more of the region's remaining dia- 
monds). When UNITA withdrew, the supply 
of smuggled diamonds from Angola 
slowed to trickle, and relieved the pressure 
on De Beers. 

But any respite for the South African 
company may prove short-lived. De Beers 
appears to be lagging its rivals in the race 
for the new diamond concessions that are 
now being handed out by the Angolan gov- 
ernment. A number of firms have already 
been awarded concessions, and diamond 
production authorised by the government 
is starting to increase. The Russians, in par- 
ticular, are moving quickly. This week, Rus- 
sia’s defence minister, Igor Sergeyev, visited 
Luanda, the capital, to discuss an arms deal 
between the two countries and also the re- 
payment of Angola’s $6 billion debt to Rus- 
sia. Angola has agreed to repay part of the 
money by awarding oil and diamond con- 
cessions to Russian firms. 

Almazy Rossii Sakha (Alrosa), a large 
Russian diamond company, is already in- 
volved in a big kimberlite mine in Catoca, 
in the north-east of the country. A joint ven- 
ture with Endiama, the state diamond 
company, and Odebrecht, a Brazilian firm, 
this mine expected to produce a million 


THE ECONOMIST AUGUST 22ND 1998 


i Se Ae mn =e 
» * 


BUSINESS 


A Chinese strain | 


| BEUING 


HINA has been alarmingly slow in 
coming to terms with the potential 
scope of the Year 2000 problem: the dan- 
ger that some computers and computer 
software may fail because of an inability 
| torealise that a year which ends with the 
| digits “oo” may come after one ending 
| in “99”. Most computers in China are 
relatively new—the country’s total, 
thought to stand at 10m, is increasing by 
50% a year. New computers are more 
likely to be free of millennium bugs than 
older ones. But China’s military, indus- 
try and finance sectors may still have 
trouble, if they do nothing. 

A few firms, notably in banking and 
civil aviation, have begun to work on 
measuring and solving the problem; but 
only in the past few months have senior 
government officials and computer-in- 
dustry leaders begun to talk about it seri- 
ously, Many of them argue that the for- 
eign firms which supplied China’s 
hardware and software should carry the 
cost of curing the millennium bug. 

American firms, which lead the field 
with annual sales of more than $3 billion 
of computer products, are eager to help 
make their Chinese customers’ systems 
safe for the millennium, the more so 
since this might enable them to sell fancy 
new equipment or expensive software 
upgrades. Many Chinese, however, bris- 








| 


tle at the notion of foreign firms profit- 
ing from what is, after all, a flaw. Ata re- 
cent bug forum held in Beijing, an : 
official from China's Ministry of Foreign 
Trade and Commerce said plainly that 
Chinese users expect foreign firms to sort 
out the mess for them. 

Fearful of being held liable for poten- | 
tially huge damages in a system where le- 
gal protections are uncertain, many 
American firms are treading cautiously. 
IBM, which is contacting its Chinese cus- 
tomers to talk about millennial fixes, is 
encountering two kinds of response, ac- 
cording to I-Lin Chow, the firm's Year 
2000 manager for China. Some custom- 
ers, she says, understand that no system 
is perfect and will cope with the prob- 
lem. Others, however, “are in denial and 
looking for somebody to blame”. 

There is one large group of Chinese | 
computer users, however, which will get 
little help from the firms whose products 

| 





they use: the users of pirated products. 
Foreign computer-industry associations 
complain that more than 90% of the for- 
eign software used in China is copied il- 
legally and never paid for. Such users can 
hardly approach the producers for help 
with their problems. Software vendors 
hope that on that fateful morning 500 
days from now, these users will suddenly 
discover the value of licensed products. 





carats of diamonds this year. Hoping for 
further concessions, Alrosa in recent weeks 
opened an office in Luanda. 

Meanwhile, in the Cuango valley, an- 
other consortium, including Endiama, 
Odebrecht, and Ashton Mining, an Austra- 
lian firm, has spent six months rehabilitat- 
ing the area of its vast concession, measur- 
ing 86,500 square kilometres, and is now 
starting to ramp up production there. Sev- 
eral years ago, De Beers attempted—and 
failed—to win rights to prospect for dia- 
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monds in the same area. 

De Beers is now trying to persuade 
Endiama and its partners to sell most of 
Angola’s diamonds through its Central 
Selling Organisation. As part of its attempt 
to win the argument, it is building a dia- 
mond-sorting centre for Endiama. The An- 
golans, however, are reluctant to co-oper- 
ate. Their suspicions of De Beers are rooted 
in the days when the South Africans ran the 
country’s industry and, many Angolans 
say, underpaid for gems. 

Given Angola’s turbulent political situ- 
ation, nothing is certain. Security remains a 
nightmare for mining firms: kidnappings 
and ambushes are common. There are still 
many garimpeiros, or illegal miners, op- 
erating in the country. And a lot depends 
on the deteriorating relations between 
UNITA and the government (nervous mine 
executives point out, for example, that 
UNITA forces are within just a few kilo- 
metres of the Catoca mine). If De Beers is 
lucky, Angola’s political troubles will con- 
tain the flow of diamonds outside the com- 
pany’s control. But it be would unwise for 
the South Africans to rely on that. 
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FACE VALUE 


A perfect day 


Peter Schwartz helps companies to think about the future. But has he gone too far in 
predicting a 25-year boom? 


CROSS the Bay from San Francisco is 
Emeryville, the sort of place where 
even sceptics can find themselves babbling 
about “the new economy.” This once-thriv- 
ing blue-collar community has been 
barbarised by decades of industrial decline. 
But recently a flock of knowledge-intensive 
industries has settled there, bringing re- 
newed prosperity in its wake. 

Global Business Network (GBN) is an 
ideal specimen of the new breed, a spacious 
collection of “workspaces” that occupy what 
was once a tractor factory. GBN specialises in 
a rarefied form of consultancy—mapping 
the future—and its driving force is Peter 
Schwartz, an affable, eloquent man with a 
neat beard and a habit of saying "abso- 
lutely". Almost 100 clients—ranging from 


government of Singapore and the National 

Education Association—pay $35,000 each to belong to GBN's 
intellectual community. For considerably more money GBN 
also provides them with bespoke scenario planning. 

It is hardly surprising that business people should seek out- 
side help for a glimpse of the future. The past decade has seen 
companies such as General Electric shrinking their planning de- 
partments because their predictions proved misleading. But 
futurology is a crowded business, populated by gurus, such as 
John Naisbitt and Faith Popcorn. 

Mr Schwartz owes his cachet to his background as a scenario 
planner, which is about as respectable as futurology gets. Sce- 
nario planners eschew precise predictions, instead mapping out 
possible ways that the future might develop if certain big events 
occur. Mr Schwartz's pedigree is unimpeachable. Early in his ca- 
reer he was taken up by Pierre Wack, a founder of the discipline. 
When Mr Wack retired as head of planning at Royal 
Dutch/Shell, Mr Schwartz succeeded him, famously getting sev- 
eral predictions right. In 1982 he speculated that oil prices might 
collapse to $16 a barrel. Shell piled up cash to prepare for the 
eventuality and, when it materialised, invested heavily in oil 
fields and infrastructure and stole a march on its rivals. 

But Mr Schwartz's genius has been to make GBN exciting as 
well as useful. GBN's members can at- 
tend conferences on big questions such 
the future of risk (to be held in Las Vegas 
in September); receive company brief- 
ings and newsletters; gain access to the 
company's computer network, where 
they can join online discussions on the 
topic of the day (or, it is hoped, the mor- 
row) GBN also sends members two 
books every month, along with conve- 
nient summaries, so that they can keep 
at the cutting edge of intellectual fash- 
ion. One of the current choices is Simon 
Mawers "Mendels Dwarf", a novel 
about genetics (see page 67). 

Membership of GBN's network lets 
corporate stiffs rub shoulders with “as- 
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sociates" who make them feel intellectually 
engaged—and a little bit trendy with it. 
These include musicians, such as Peter Ga- 
briel and Brian Eno; William Gibson, Kevin 
Kelly and other writers; and a smattering of 
New Age intellectuals including James Hill- 
man, a Jungian analyst and Michael Mur- 
phy, who helped found the Esalen Institute. 
In building his business Mr Schwartz 
has grasped two essential points. The first is 
that business people are hungry for intellec- 
tual stimulation, but hopelessly short of 
time. They will pay good money to be in- 
volved in a high-level intellectual discus- 
sion. The second, which might be termed the 
golden rule of consulting, is to turn your cli- 
ents into your most valuable resources. 
GBN's fashionable associates work essen- 
tially for nothing: their reward is to have ac- 
cess to the network and its publications. 
GBN's clients also provide the company with feedback that it can 
then repackage. Mr Schwartz wins twice over. His clients come 
to him because they think he has interesting insights; and the 
more clients he attracts the more interesting his insights become. 


Looking black for Schwartz 


The biggest danger for Mr Schwartz is that the two sides of his 
character—the worthy scenario planner and the intellectual pro- 
vocateur—might conflict. This seems to have happened with Mr 
Schwartz's most famous article, “The Long Boom", which he 
wrote with Peter Leyden, a journalist, and published last sum- 
mer in Wired, a computer magazine. 

In "The Long Boom" Mr Schwartz abandons the usual quali- 
fications of his discipline and rolls out a vision of the future in 
which innovation and globalisation generate a "boom on a 
scale never experienced before". (Like many former student radi- 
cals who have discovered an aptitude for business, Mr Schwartz 
has not so much outgrown his student millenarianism as trans- 
ferred it to the new subject of technology.) 

Mr Schwartz defends his decision to deal in unvarnished 
predictions on the grounds that he was trying to influence pol- 
icy—to provide a "language for the upside," as he puts it. But 
other futurologists worry that his predic- 
tion recalls the world of crystal balls 
rather than the academic circumlocu- 
tions of scenario planning. Perhaps Mr 
Schwartz is preoccupied by high tech- 
nology, which has fared well, but his 
broad predictions already look a trifle 
suspect, as the Asian economies contract 
and the stockmarket's long bull run fal- 
ters (see chart). A year after Mr Schwartz's 
article, economists are discussing the 
possibility of a global recession, rather 
than the likelihood of a 25-year boom. 
Too bad Mr Schwartz, in his most fam- 
ous article, forgot that great advantage of 
scenario planning: the chance it gives 
the futurologist to hedge some bets. 
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A detour or a derailment? 


MOSCOW 


A botched devaluation and a bond default are likely to leave the struggling 
Russian economy in even worse condition 


N ONE respect, at least, the men who 
drive Russias economy followed a 
steady course. A stable, freely convertible 
rouble brought the inflation rate down and 
made Russian shares and bonds palatable 
to foreign investors. Now, by allowing the 
rouble to fall by up to 34%, forcing borrow- 
ers to default on short-term debt and re- 
stricting capital-account payments, Rus- 
sia’s government this week managed to 
undo those achievements literally over- 
night. Yet it is doubtful whether their dra- 
matic change of direction will be enough to 
put the troubled economy back on track. 
The most immediate danger—the cur- 
rency panic which was gathering momen- 
tum in advance of Monday’s devaluation— 
has receded. Deterred partly by uncer- 
tainty, and partly by the huge spreads, of up 
to 50%, which opened between buying and 
selling rates, most Russians with rouble 
savings decided against moving into dol- 
lars. The exchange rate on August 20th was 
7.9 to the dollar—only a fifth below its rate a 
week earlier (see chart). 
The much bigger potential panic con- 
cerns the country’s 1,600 banks, almost all 
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of which have been made insolvent over- 
night by the rescheduling of their main as- 
set, short-term government debt. Faced 
with cashiers who rudely tell them that 
“money is finished for today”, or impose 
an arbitrary limit on withdrawals, deposi- 
tors have so far remained remarkably calm. 
This patience reflects customers’ expecta- 
tions, shaped by the generally patchy stan- 
dard of service in Russian retail finance, 
and is unlikely to last 
indefinitely. 

So far as ordinary Rus- 
sians are concerned, only | 
one bank really matters: 
Sberbank, the state savings 
bank, which holds upwards 
of 8096 of Russian house- 
holds' savings and invests 
heavily in government debt. 
Managers maintain that 
short-term government debt 
amounts to only a quarter of 
Sberbank's assets, but they 
have declined to specify 
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Sberbank's depositors want cash, and if the 
bank is unable to liquidate enough of its 
bonds to give it to them, the government 
will face a serious problem. 

The situation facing the privately 
owned banks is entirely different. Most de- 
serve to fail, and because their business 
consists more of currency and bond-mar- 
ket speculation than of lending and de- 
posit-taking, the man in the street would 
hardly notice their demise. On economic 
grounds, the government should make 
shareholders bear the loss and intervene 
only to protect small depositors. But all the 
important banks operate under the protec- 
tion of powerful tycoons, who show every 
sign of expecting the state to bankroll their 
costly adventures. Poorly connected banks 
will most likely go under, while the better- 
connected ones are bailed out by the cen- 
tral bank. The central bank, however, said 
on August 20th it will guarantee all indi- 
vidual deposits. 

The banks have already been allowed to 
dip into the reserve deposits they are re- 
quired to keep at the central bank, which 
practically amounts to printing money to 
bail them out. The next line of defence will 
be the central bank's $15 billion ofhard-cur- 
rency reserves, much of it supplied by west- 
ern taxpayers. Some of this may now be 
handed over to selected bankers. 

Even if the state redeems the mistaken 
gambles of the past, keeps depositors’ confi- 
dence alive, and does so without printing 
huge amounts of money, the future of the 
Russian banking system remains bleak. 
Credit ratings for Russian banks have 
crashed. New restrictions on private-sector 
capital-account transactions mean that 
they are unable, for the moment, to pay 
their foreign creditors. And where will they 
invest their money? Few have any serious 
lending skills (as their bad loans testify). 
Most know no other business than specu- 
lating on the debt market. 

The second huge casu- 
alty of the past days is for- 
eign investors’ confidence. 
The worst outcome, a highly 
discriminatory treatment of 
foreign holders of govern- 
ment debt, has been 
avoided (or at least post- 
poned) thanks to frantic lob- 
bying by, among others, the 
International Monetary 
Fund, which threatened to 
cancel the second tranche of 
its aid programme to Russia. 
Details of the debt re- 
| scheduling will now be an- 
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nounced on August 24th. 

Foreign investors are talking tough. Cs 
First Boston, an investment bank, warned 
on August 18th that “massive lasting dam- 
age is being done to investor sentiment and 
future willingness to support reform in 
Russia." But such howls of pain are not en- 
tirely convincing. In recent months the rou- 


ble debt market has offered huge returns for 
huge risks, a game strictly for consenting 
adults. Other countries which have de- 
faulted on their debts have found that for- 
eign investors soon return. 

In any case, Russia is not completely cut 
off from the world financial system. It con- 
tinues to service the bulk of its debt—that 


denominated in dollars. For the time be- 
ing, last month's $22.6 billion 1Mr-led bail- 
out has not been cancelled (although the 
World Bank is delaying $400m in aid to the 
state budget, pending an explanation, due 
since January, of what has happened to the 
$900m previously lent). 

The third casualty of the government's 
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. Emerging-market measles 


CONTAGIOUS disease continues to 

spread through emerging markets. 
After the Thai baht was devalued in July 
1997, stockmarkets and currencies tum- 
bled across Asia. Several Latin American 
markets then caught a nasty chill. And 
now turmoil in Russia is sending shivers 
through almost every emerging market. 

The 1Fc index of emerging stockmark- 
ets has fallen by 199 in dollar terms over 
the past month, leaving share prices at 
barely half their level in July last year. 
Only Greece and Israel have seen gains in 
share prices over the past year (see chart). 
Bond prices have also tumbled, pushing 
up the average yield on emerging-market 
government bonds to nine percentage 
points over the yield on American Trea- 
sury bonds, compared with a five-point 
spread at the start of the year. 

Markets are already trying to guess 
which economy will be next to devalue its 
currency. Following the example of Asia, 
where crisis spread first from Thailand to 
its neighbours, one might expect the East 
European currencies and stockmarkets to 
be favourites to plunge in the rouble's 
wake. Yet Latin American stockmarkets 
have actually fallen more sharply, by 
around 40% over the past year, compared 
with an average drop of only 10% in East- 
ern Europe. This seems unfair, given that 
the Latins have few trade or financial 
links with either Asia or Russia. However, 
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the various channels of contagion are 
more complicated. 

The most obvious way in which prob- 
lems can spread from one emerging mar- 
ket to another is through trade. Countries 
lose competitiveness when their trading 
partners devalue. This was important in 
East Asia, where well over half of most 
countries’ exports go to the rest of Asia (in- 
cluding Japan). Russia, in contrast, is no 
longer an important export market for 
most East European countries, so the risk 
of regional contagion is small. Exports to 
Russia from the Czech Republic, Hungary 
and Poland accounted for less than 5% of 
their total exports in 1997, or only 1-2% of 
their GDP. Ukraine, on the other hand, ex- 
ports almost 10% of its GDP to Russia. 
Ukraine's currency, the hryvnia, has al- 
ready sunk to the bottom of its trading 
band against the dollar. 

But why have the Latin markets been 
savaged, even though their trade with 
Asia and Russia is modest? Enter the sec- 
ond link in the transmission of Asian flu: 
commodity prices. The East Asian coun- 
tries are big importers of raw materials, so 
the slump in their economies has pushed 
down the prices of oil and other com- 
modities such as metals and timber. The 
slide in prices has been exacerbated by 
fears that Russia will now boost its ex- 
ports of raw materials. 

Oil prices have fallen by a third since 
last July, and The Economtist's in- 
dustrial commodities price index 
is down by a quarter. This has been 
painful for Latin America, because 
raw materials account for almost 
half the region's exports. 

The third channel through 
which the emerging-market dis- 
ease spreads is the reduction in in- 
vestors' appetite for risk following 
the crises in Asia and Russia. This 
has prompted a general shift of 
money out of emerging-market 
funds into safer havens, such as 
American Treasuries. But that shift 
has not been completely indis- 
criminate. In general, economies 
that share some of the same weak- 
nesses as those in Asia or Russia 
have suffered most. Latin America 





Submerging markets 


Stockmarkets, July 1st 1997-August 19th 1998 
% change in Eaa bonis 
100 


compares badly with Eastern Europe on 
several economic indicators. 

Like Asia, many Latin economies have 
large current-account deficits. J.P. Morgan 
expects Latin America to run an average 
current-account deficit of 4.2% of GDP 
this year, compared with an average defi- 
cit of 2.5% in Eastern Europe. Further- 
more, the Latin American economies 
have huge foreign debts, amounting to 
around 300% of exports in Brazil and Ar- 
gentina, compared with an average of less 
than 100% in Eastern Europe. 

Brazil shares another economic prob- 
lem with Russia: a huge budget deficit, 
forecast to be 7% of Gpr this year, even 
bigger than Russia's 6%. In contrast, the 
governments of most East European 
countries run fairly modest deficts. 

Thus, while most emerging markets 
have suffered heavy losses, it is unfair to 
say that they have all been tarred with the 
same brush. The contagion has been 
more severe in Latin America because 
most Latin countries are big commodity 
producers and some of their economies 
are far from sound. This is why Brazil's 
stockmarket has been hurt more than Po- 
land's—and why its currency may well be 
next in the firing line. 
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unexpected moves, and the one least able 
to bear the pain, is the Russian economy. 
The rouble's devaluation will not do much 
to create jobs in industry, because Russia's 
miserable output of manufactured ex- 
ports—chiefly clunky cars, vodka and 
weapons—is not very price-sensitive. Most 
of Russia’s exports are dollar-denominated 
commodities, which will not benefit from 
a cheaper rouble. Although imports have 
become dearer, those relatively affluent 
consumers who favour French cosmetics 
and German cars are unlikely to find Rus- 
sian goods acceptable substitutes. 

A bigger tonic to the economy will be 
the end of three-digit interest rates, which 
have sucked companies’ cash on to the 
bond market, and away from suppliers and 
workforces. But that will be counterbal- 
anced by a new squeeze on liquidity: a 90- 
day freeze on forward foreign exchange 
contracts, which will leave companies 
scrambling for hard currency to pay their 
overseas suppliers. So Russian workers, 
who will have to save more roubles than be- 
fore to buy flats (which are priced in dol- 
lars) and foreign-made goods, are not likely 
tosee those costs compensated by new jobs, 
much less higher wages or, for that matter, 
by wages paid in cash instead of in kind. 

So it is not clear that anyone, aside from 
tycoons, is better off after this new financial 
package. Although the government can 
now claim to be running a budget surplus 
(easy enough, given its debt moratorium), it 
has yet to crack such fundamental prob- 
lems as its inability to collect taxes, to en- 
force property rights and contracts, and to 
pay workers and pensioners the sums they 
are due. Even in the current climate of cri- 
sis, opposition forces in the Duma, Russia's 
parliament, are in no great hurry to help 
the government mend the economy (see 
page 41). And, sooner or later, when those 
postponed debts must finally be paid, Rus- 
sia will find itselfin much the same place it 
has been until now: out of cash, and desper- 
ate for someone to lend it money. 





THE ECONOMIST AUGUST 22ND 1998 


Hedge funds 
Heroes or villains? 


NEW YORK 


HE super-rich are different from other 

investors, and not just because they 
have more money. They alone are able to 
invest in hedge funds, those mysterious ve- 
hicles that seem to take the blame when- 
ever a currency crashes or, as in Hong Kong, 
a stockmarket falls (see following story). 
Now, the merely rich want to join in, 
prompting every big Wall Street firm to in- 
vestigate getting into the business. The re- 
sult may be disappointment. There are 
good reasons to think that the impressive 
results hedge funds have produced were 
possible only because the amount of 
money invested was relatively small. Ex- 
pansion may well rob them of their magic. 

The industry is growing fast. According 
to TASS, a consultancy, there are now about 
4,000 hedge funds, more than double the 
number two years ago. Their assets under 
management have soared from under $150 
billion in 1996 to an estimated $400 bil- 
lion. This growth rate may accelerate, judg- 
ing by the interest now being shown by in- 
stitutional investors, such as pension 
funds, and stockbroking firms such as 
PaineWebber, which last month launched 
its first hedge fund. 

The appeal is hedge funds’ superior re- 
turns. A recent study by Goldman Sachs, an 
investment bank, and Financial Risk Man- 
agement, a consultancy, found that, over 
the past five years, hedge funds earned far 
more, adjusting for the amount of risk 
taken, than more conventional investment 
vehicles. On average, funds with an equity 
focus matched the s&r 500-share index 
with lower volatility, and did better than 
the index during periods when share prices 
fell more than 3%. 

This sort of performance looks even bet- 
ter now that America’s stockmarkets seem 
to have cooled. Those financial firms that 
prospered during the bull market are ur- 
gently looking for ways to make money if 
shares stop going up, or, even worse, slump. 
Hence the interest in funds that typically 
aim to make money regardless of the direc- 
tion of markets, often by borrowing money 
to place leveraged bets and by selling se- 
curities they do not own in anticipation of 
price falls. These are now being pitched to 
relatively low-brow customers. Paine- 
Webber's new hedge fund, for example, re- 
quires a minimum investment of only 
$250,000. By traditional hedge-fund stan- 
dards, that is small change. 

But hedge funds may not perform so 
well in future. Hunt Taylor, of TAss, points 
out that, except for 1994, the past few years 
have been a benign environment for hedge 
funds, many of which have made most of 
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their profits from rising share prices. 
Whether these funds will be able to prosper 
in a bear market is uncertain: 1998 is start- 
ing to develop into a “difficult year”. Hedge 
funds betting on mortgage-backed securi- 
ties, emerging markets and commodities 
have been hurt. According to Mr Taylor, on 
average funds were up around 2-3% in the 
first half of this year, compared with 
around 10% at the same point in 1997. 

There may now be too much money 
chasing too few profitable opportunities, 
says Will Goetzmann, an economist at Yale 
University. Many of the best-known funds 
seem to have concluded as much, and have 
returned money to investors during the 
past year. The much-admired Long Term 
Capital Management fund handed back al- 
most $3 billion last September. 

Why? One reason is that many hedge 
funds have drawn much of their profit 
from arbitrage—spotting apparently unjus- 
tified differences in prices of assets with 
similar risks and betting that the prices will 
revert to their normal relationship. Yet 
there may be only limited opportunities 
for arbitrage, so that what is profitable on a 
small scale becomes much less profitable as 
the bet grows and more funds are involved. 
To earn the outsized returns hedge funds 
are known for, the new funds’ managers 
may need to take more risks than their ea- 
ger investors are expecting. 





Hong Kong 


Market force 


HE authorities in Hong Kong were 

more willing than most in Asia to leave 
financial markets to their own devices as 
the economy slipped into recession, the 
stockmarket skidded and speculators tried 
to ambush the local dollars peg to the 
American one. But laisser-faire seems to 
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Buy, you say? 


have given way to a thick interventionist 
streak. Having recently moved to support 
property prices, the government this week 
tried to jack up its stockmarket, which lan- 
guishes at around 45% of last year's peak. 
The swoop began on August 14th, when 
the Hong Kong Monetary Authority, which 
serves as the territory's central bank, bought 


up blue-chip shares through a select group 
of brokers. The Hang Seng share index duly 
reversed the previous fortnight's sharp falls 
and rose 8.5% on the day. Prices then stead- 
ied for two trading days before leaping 
7.4% on August 19th and 20th. The mone- 
tary authority will not say how much it has 
spent or whether it is still buying shares— 
although it is rumoured still to be buying 
modest amounts. It would not take much 
to move prices, as average daily stockmark- 
et turnover has fallen by three-quarters in 
the past year, to only HK$6 billion ($770m). 

The monetary authority's aim was to 
slap down hedge funds that had been 
shorting shares (selling borrowed shares in 
the hope of buying them back later at a 
lower price). As the central bankers see it, 
these funds have been playing a no-lose 
game. First, they short shares. Then they sell 
Hong Kong dollars, which, under the rules 
of the territory's currency board, automati- 
cally shrinks the money supply and pushes 
up interest rates. The higher rates then suck 
money out of the stockmarket, driving 
prices down and creating profits for the 
short-sellers. By forcing share prices up, the 
monetary authority hopes to inflict losses 
on the short sellers and thereby persuade 
them to mend their ways. 

The manoeuvre has blemished Hong 
Kong's record of non-intervention in the 
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more productive ones, aver- 
age productivity will rise. 
Similarly, a government that 
wants to top the productivity 
league should encourage less-skilled 
workers to remain unemployed. 

Bosses and governments are not so 
short-sighted, of course. But since they do 
like to boast about how productive their 
workers are, it is good to remember how 
misleading statistics can 
be. Take the oEcp's new 
Science, Technology and 
Industry Outlook, which 
compares productivity 
levels across its 29 (gener- 
ally rich) member coun- 
tries. It shows, surpris- 
ingly perhaps, that France 
is the OECD's most pro- 
ductive large country. 

Its secret? Best not to 
ask, because its productiv- 
ity advantage is a mirage. 
Thanks to high minimum 
wages, strict job-protec- 
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Unproductive comparison 


OW do you boost pro- © 1 HE tion laws and generous benefits 
ductivity? Easy: fire d Ap, for the unemployed, 28% of 
some workers. Since those My (^ people aged under 25 are job- 
kept on are presumably the AS less. America, by contrast, 


7? ® has lots of young workers, 
e who tend to be less produc- 
ed tive than more experienced 
d ones, lowering the average pro- 
ductivity of the labour force. Ameri- 
ca's GDP per person—a variable that mat- 
ters far more than productivity—is much 
higher than France's, because a larger 
percentage of Americans work, and they 
tend to put in longer hours. 

The comparison be- 
tween Japan and Spain 
may be similarly decep- 
tive. Spanish workers ap- 
pear to be marginally 
more productive than the 
Japanese. Perhaps that is 
because nearly one-fifth 
of working-age Spaniards 
are unemployed. Despite 
its lowly ranking in the 
productivity table, Japan 
must be doing something 
right. Its output per head 
is fully 51% higher than 
Spain’s. 





138 
116 





58 


stockmarket since 1987's global crash, 
when it halted trading. Donald Tsang, 
Hong Kong’s financial secretary, sounded 
eerily like Mahathir Mohamad, Malaysia’s 
prime minister, when he said this week that 
"improper measures” by speculators 
would not be tolerated. (Emboldened by 
Hong Kong's share-buying, Malaysia has 
said it too might support share prices.) 

Principle, Mr Tsang might argue, counts 
for little in desperate situations. The real 
question is: will the intervention succeed 
in stabilising the stockmarket? It may scare 
off not only short-sellers but other investors 
too. Some are already shying away, as it be- 
comes more difficult to tell what lies be- 
hind price movements. Second, inflating 
share prices artificially may just encourage 
short-selling if hedge funds think the inter- 
vention will not last. And then there is the 
powerful example of Japan, which has re- 
peatedly ordered share prices to go higher, 
without notable success. 

Despite worsening economic news— 
such as this week’s announcement that un- 
employment has reached 4.8%, a 15-year 
high—Hong Kong’s financial authorities 
say they will not interfere again unless they 
see evidence of co-ordinated speculation. 
Meanwhile, they repeat their commitment 
to the dollar peg. Many speculators now 
doubt that they can have it both ways. 





Mutual funds 


X-rated 


UPPOSEDLY, mutual funds are the in- 

vestment vehicles for the small saver: 
user-friendly ways to acquire a diversified 
stake in the stockmarket. But what is a small 
saver to think when, as is the case in several 
countries, there are more funds to choose 
from than listed stocks? No surprise, then, 
that swamped private investors are clam- 
ouring for guidance. An entire industry is 
making a good living from rating mutual 
funds and selling those ratings to befud- 
dled investors. 

That living may soon be even better, 
thanks to a bit of government help. Au- 
thorities in Taiwan are weighing the idea of 
requiring mutual funds to obtain indepen- 
dent ratings. Mexican authorities are about 
to order all mutual funds to be rated from 
next January. Argentina wants to require 
pension funds to put money only into mu- 
tual funds that have a rating. The idea is to 
help investors decide where to place their 
chips. But this well-intentioned initiative 
could end up doing more harm than good, 
because it is by no means obvious that mu- 
tual funds can usefully be rated at all. 

Broadly, there are two main types of 
fund ratings. One evaluates funds on the 
basis of their historical performance and 
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But it had five stars 


expenses, an approach taken by, for in- 
stance, Lipper Analytical, an American 
company that was bought in July by Reu- 
ters, a British information provider. The 
other kind of rating is more forward-look- 
ing, and comes with an explicit recommen- 
dation attached. This is the approach taken 
by Fund Research, a British firm recently 
acquired by Standard & Poor's, one of the 
world's two biggest credit-rating agencies 
and half-owner of the Taiwan Ratings Cor- 
poration, at present the only mutual fund 
rater on the island. (The government owns 
the other half.) 

Unsurprisingly, explicit recommenda- 
tions seem to be favoured by the govern- 
ment of Taiwan. This would give investors 
a clear-cut verdict of *good" or "bad" on 
each fund, based mainly on the raters' judg- 
ment of the investment skill of individual 
portfolio managers. But while such a judg- 
ment would undoubtedly help investors 
reach decisions, it might not help them 
reach wise ones. A good stock-picker can 
walk out of the door at any time, handing 
the fund over to an unknown. And in any 
case, it is hotly debated whether any indi- 
vidual, no matter how qualified, can con- 
sistently outperform his competitors in a 
relatively efficient capital market. 

These analytical difficulties aside, rat- 
ings might give the "right" signal to the 
wrong person. An aggressive Indonesian 
growth fund may complement perfectly 
the portfolio of a rich investor in mid-ca- 
reer, but be completely inappropriate for a 
small-time saver approaching retirement. 
A fund that is ideal foran investor with one 
tax situation may be a bad buy for an inves- 
tor with another. 

The alternative is to look backwards, as 
firms such as Lipper Analytical and 
Morningstar try to do. Morningstar, for ex- 
ample, awards American funds one to five 
stars, based on a mechanical formula that 
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takes into account past performance, past 
volatility, and expenses. Although Don 
Phillips, the company’s boss, says star rat- 
ings should be seen as “achievement tests” 
and not recommendations, fund managers 
are only too happy to use them as market- 
ing tools. If a fund is awarded five stars in 
its category, a flood of money is certain to 
follow. Unjustifiably: there is little evi- 
dence that a fund which has performed 
well above-average in the past is likely to 
continue doing so far into the future. 

This does not bode well for regulators 
who think that fund ratings will keep inex- 
perienced investors from losing their shirts. 
It makes sense to force fund managers to 
disclose their investment strategies, their 
past performance and their expenses. But 
mandatory ratings appear to give official 
sanction to judgments that may be of little 
real value to fund investors—or, worse, give 
investors an unjustified confidence in a 
particular fund's prospects. If highly rated 
funds underperform and investors end up 
disappointed, says Michael Lipper, head of 
Lipper Analytical, “that would tarnish not 
only us but the whole concept of investing 
in mutual funds.” Not to mention the gov- 
ernments that told people to pay attention 
to the ratings. 

SS HnÜ—M D 


Taiwan's currency 
Quiet time 


TAIPEI 


HIS summer there may be no more te- 

dious place in Asia than Taiwan. While 
currency traders in other financial centres 
are battling turbulent markets, their coun- 
terparts in Taipei are desperate for a little 
action. That Taiwan's financial markets are 
unexciting represents a victory of sorts for 


the island's central bank, the Central Bank 
of China. 

Since currencies in South-East Asia, 
South Korea and Japan nose-dived last 
year, the central bank has pulled out all the 
stops to keep the New Taiwan dollar 
steady. It has overtly instructed Taiwanese 
banks not to lend local currency to foreign 
banks. It has suspended new issues of local- 
currency bonds by multilateral institutions 
such as the Inter-American Development 
Bank. It has delayed authorisation of for- 
eign-currency mutual funds. And it has in- 
troduced enough administrative hurdles to 
cut the turnover in the interbank lending 
market by nearly half, to around US$150m 
a day. 

All of this has been designed to prevent 
capital flight and keep currency out of the 
reach of foreign speculators. And it has 
proved successful, at least for now. After 
sliding for the past year, the New Taiwan 
dollar has finally stabilised against the 
American dollar (see chart on next page). 

This is an extraordinary achievement, 
given that the island's exporters have been 
battered by the regional crisis and by the 
strength of the currency both at home and 
in China, where many Taiwanese compa- 
nies do their manufacturing. Exports 
dropped by 8.6% year-on-year in the first 
seven months of 1998, and more bad news 
Is expected to arrive by the year end. That 
knocked about 16% off the currency's value 
last year. But in recent months the New Tai- 
wan dollar' fall has all but ceased. 

Nevertheless, currency stability has its 
price. In this case, that means meddling in 
firms’ financial management with intru- 
sive regulation. The main hedging tool for 
big Taiwanese corporations, non-delivery 
forward contracts, was banned in May, 
leaving firms exposed to huge losses should 
the currency founder. Corporate foreign-ex- 
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Landing zone 
New Taiwan dollar against US$ 
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change remittances in excess of US$im 
must be reported to the central bank, and 
are likely to be scrutinized for evidence of 
tax evasion. 

Central bank officials are not above 
telephoning corporate treasurers to urge 


them to convert their export earnings into 
New Taiwan dollars. A finance official at 
one Taiwanese high-tech manufacturer 
says his firm was forced to spend days lo- 
cating old trading invoices in a remote stor- 
age warehouse because the central bank 
wanted to verify foreign-exchange transac- 
tions made a year ago. "We hope they do 
not plan to do the same thing very often," 
says the official. "Otherwise, we will need 
to hire a full-time worker just to answer 
their inquiries." 

Perng Fai-nan, governor of the Central 
Bank of China, is not about to make apolo- 
gies for the bank's handling of what he 
terms “an emergency stage". "We are trying 
to get the market back on the right track,” he 
says. So long as he is able to produce ex- 
change-rate stability, most Taiwanese seem 
more than willing to tolerate his heavy 
hand. 





Japanese property ; 
The plot thins 


TOKYO 


ANKERS in Japan keep hoping that 
they have seen the worst of their bad- 
loan problems. And they keep being disap- 
pointed. That was the case once again this 
week, as the National Tax Administration 
Agency revealed that land prices in Japan 
have fallen for the sixth year in a row. 

This matters. The banks are sitting on at 
least Y87 trillion ($600 billion) and possi- 
bly as much as Y140 trillion of suspect 
loans collateralised almost exclusively by 
land. As land prices spiral downward, the 
amount the banks can reasonably hope to 
recover is spiralling downward as well. The 
tax agency, which surveys land prices annu- 
ally at 440,000 locations in order to assess 
death duties and other taxes, says that the 
average land price in Japan has fallen by 
roughly 5%—and a smidgen less in Tokyo— 
over the past year. It reckons 
that the average residential 
plot of undeveloped land is 
now worth a trifling Y170,000 
per square metre ($115 per 
square foot), less than half the 
average of Y365,000 per 
square metre when the mar- 
ket was at its peak in 1992. 
Only a few premium sites, 
such as plots besides the main 
railway stations in Tokyo and 
Osaka, have risen in value. 

All of Japan's banks have 
made provisions for their 
land-backed loans turning 
bad. But most of them carry 
the collateral on their books at 
70% of its peak value. In other 
words, the banks are acting as 
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if the average land price were still ¥255,000 
per square metre. The implication is that 
they need to increase their provisions for 
such loans by at least a third. Few can afford 
to do this. 

But what they may now be forced to do 
is to turn off the life-support system that has 
kept lots of their biggest borrowers— 
mainly construction firms and property 
developers—from going bust. Until re- 
cently, the banks found it more expedient 
to roll over loans to insolvent borrowers 
rather than recognise losses, which would 
require them to increase their capital in or- 
der to meet regulatory requirements. The 
banks’ willingness to throw good money af- 
ter bad has begun to change. The new Fi- 
nancial Supervisory Agency, which is au- 
diting the country’s 19 largest banks, has the 





authority to decide which banks are to re- 
ceive “administrative early warnings” if 
their accounts are worrying. Although the 
agency is relatively toothless, the threat of 
such a public repri imand has sent the banks 
scurrying to clean up their books. 

Disinfectant is being daubed by the 
bucketful, and not only at the 19 largest in- 
stitutions. On August 10th most of Japan’s 
150 regional banks and smaller trust banks 
valued their assets for the current six- 
month period. The following ten days were 
spent preparing their mid-term accounts. 
While doing so, the banks have had to de- 
cide whether to continue making loans to 
insolvent customers or to call them in. No- 
tices are expected to go out to the unlucky 
ones during the next week or so. 

Analysts reckon that at least 15 of the 119 
construction firms listed on the first sec- 
tion of the Tokyo Stock Exchange are bust 
in all but name, as the value of their land 
holdings bought at the height of the bubble 
has plummeted and loans guaranteed to 
subsidiaries and property developers have 
turned sour. The statistic given the most 
scrutiny is contractors’ interest-bearing li- 
abilities as a percentage of annual sales. Ac- 
cording to Teikoku Databank, a credit-re- 
search company, the total interest-bearing 
liabilities held by the group of 119 big 
builders increased by ¥155 billion to ¥10.1 
trillion during the year to last March. 
Haseko, one of Japan’s largest condomin- 
ium builders, had interest-bearing liabil- 
ities equalling 114% of sales. 

This coming week, finance officials will 
be watching a handful of big general con- 
tractors nervously. Apart from suspect li- 
abilities, firms such as Fujita, Kumagai 
Gumi, Tokyu, Aoki and Sato Kogyo all have 
interest-rate coverage ratios (operating in- 
come plus interest and dividends divided 
by interest expenses) below 1.4 on a consoli- 
dated basis—less than half the industry av- 
erage. Fujita has the weakest balance sheet 
of all, with an interest-rate coverage of 0.8. 
Though slightly stronger, Sato Kogyo actu- 
ally has negative sharehold- 
ers’ equity after accounting for 
its ¥100 billion worth of la- 
tent bad debts. 

As the smaller and weaker 
banks cut off their loans to big 
contractors, those builders are 
seeking additional help from 
their main banks. In turn, this 
is forcing the main banks, 
each of which acts as lead 
lender to half a dozen or so 
contractors, to become choos- 
ier about which to lend to. 
Those that get cut off this week 
will have nowhere else to turn. 
Bankruptcy will then loom 
large. That will be painful for 
bankers and builders alike. 
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Year ended Year ended 
30/6/98. 30/6/97 
'rofit before taxation 7 ; 1 657.7 














Net profit attributable to ordinary shareholders 1 639.4 
Headline earnings - : | 1 120.7 
Earnings per share (cents) : 765.3 
Headline earnings per share (cents). 523.2 
Dividends per share (cents) 305.0 201 
Cash and cash equivalents | 2 111.1 1 355.5 


USSm US$m 
Net profit attributable to ordinary shareholders 274.5 136.1 
Headline earnings | 163.6 136.1 
Cash and cash equivalents DE 359.3 299.1 
Statistics | i : 
Tons milled (millions) 21.4 20.1 
Head grade (g/ton) 5.56 5.46 
Platinum-ounces refined : (thousand) 1 898.4 1 735.2 









| Operating cost per Platinum-ounce refined" (R) 778 969 
. Square metres per stoping and cleaning employee"* 37.4 36.2 
. Metres face advance per month | 9.1 7.9 


Average market prices achieved | 

Platinum : (US $/oz) 396 386 
Palladium : (US S/oz) 239 139 
Rhodium : .. (US $/oz) 442 272 
Nickel (US $/1b) 2.65 3.25 


-Platinum (R/oz) 1 998 ] 749 
Palladium j (R/oz) 1 210 629 
Rhodium : (R/oz) 2 258 1 193 
Nickel j (R/lb) 13.25 14.24 


*On-mine, treatment and refining cash costs, net of all other metal revenue. 
**Based on total reef square metres. i 
















A final dividend of 190 cents has been declared to ordinary shareholders registered at the close of business on 
Friday 28 August 1998, payable on Friday 18 September 1998. 

Payments from London will be made in United Kingdom currency. 

United Kingdom income tax will be deducted from the dividend where applicable. 


Johannesburg : 12 August 1998 | 





The full text of the Audited Preliminary Report will be posted to shareholders and copies may be obtained from: 
London Office. Amplats. 19 Charterhouse Street, London ECIN 6QP 


United Kingdom Registrar, IRG plc. Balfour House, 390 High Road, Ilford IG1 1NQ 
Internet address: http://www.amplats.co.za 
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A question of preference 


Do regional trade agreements encourage free trade? 


T A supposedly globalising economy, 
it is perhaps surprising that countries 
increasingly trade with their neighbours. 
One explanation is geography: as coun- 
tries have lowered their tariff barriers, the 
relatively greater importance of transport 
costs makes proximity matter more. This 
is a true economic gain, to be applauded. 
But another reason for the fast growth in 
trade among nearby countries may be less 
benign. The proliferation of regional 
trade agreements may be causing neigh- 
bours to trade with each other when it 
would be more efficient for them to ex- 
port to and import from afar. 

There are now at least 80 regional 
deals granting countries preferential ac- 
cess to each others markets. The best- 
known are the European Union; the 
North American Free-Trade Agreement 
(NAFTA), which links the United States, 
Canada and Mexico; and Mercosur, in 
South America. But there are dozens of 
other examples. All but three of the World 
Trade Organisation’s 130 members (the 
exceptions are Japan, South Korea and 
Hong Kong) belong to at least one re- 
gional pact. 

Economists have generally been un- 
enthusiastic about regionalism, on two 
counts. First, they worry that preferential 
tariffs will cause trade to flow in inef- 
ficient ways, a process known as "trade 
diversion". In a perfect world, trade pat- 
terns should be determined by the rela- 
tive cost of making different goods your- 
self versus buying them from various 
countries, the principle economists know 
as "comparative advantage". If America 
imports Mexican televisions merely be- 
cause the Mexican goods are tariff-free, 
even if Malaysia has a comparative ad- 
vantage in television manufacturing, the 
main benefit of trade will be lost. 


Playing with blocks 

The second concern, perhaps even more 
important, is that regionalism will im- 
pede efforts to liberalise trade worldwide. 
One prominent foe, Jagdish Bhagwati, an 
economist at Columbia University in 
New York, has famously said that re- 
gional trade areas are “stumbling blocks" 
rather than “building blocks" in the free- 
ing of global trade. 

But Mr Bhagwati's argument is not as 
watertight as he makes out. As he and 
other economists acknowledge in a sym- 
posium in the July Economic Journal, 
there is no clear-cut theoretical answer to 
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the question of whether regional trade 
agreements are good or bad, and the em- 
pirical findings are hotly disputed. 

One area of disagreement is the extent 
of trade diversion. Some economists ar- 
gue that preferential deals between “nat- 
ural" trading partners—neighbours who 
already trade a lot—will have little impact 
on trading patterns. But that is not neces- 
sarily true. America is Mexico's biggest 
trading partner, but Mexico is not Ameri- 
ca’s, and Mexico and Canada hardly 


Exports within free-trade areas 

as % of total exports* 
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trade at all. Moreover, the previous vol- 
ume of trade may be anything but “natu- 
ral". The United States, for example, has 
long granted preferential access to goods 
assembled in Mexican maquiladora 
plants using components from north of 
the border. 

More important, the impact of the 
agreement depends on whether Mexican 
goods are—or can become—close substi- 
tutes for, say, Taiwanese ones, and 
whether tariffs on Taiwanese imports are 
much higher than those on Mexican ones, 
not on whether America traded more 
with Mexico to start with. 

One crucial criterion on which re- 
gional deals should be judged, therefore, 
is how much they discriminate between 
members and non-members. Studies 
show that Mercosur's high external tariffs 
cause Argentina, Brazil, Paraguay and 


Uruguay to import from one another 
even when it would be more efficient to 
buy goods elsewhere. The Eu's uniform 
duties may have the same effect, although 
they are much lower than Mercosur's. 

Even if trade diversion is substantial, 
however, it is not clear that regionalism 
stands in the way of broader efforts to re- 
duce trade barriers. This can be accom- 
plished in two different ways. The tradi- 
tional method is through multilateral 
negotiations. But it is also conceivable 
that regional trade groups could merge. 
There has been speculation, for example, 
that NAFTA might eventually combine 
with Mercosur, and that Europeans and 
Americans might form a block across the 
North Atlantic. 

It is possible that the move towards 
regionalism creates an impetus towards 
liberalisation in countries that are ex- 
cluded from a regional trade agreement. 
As the regional grouping grows, so does 
the cost for non-members of staying out. 
Firms located in other countries are likely 
to press their own governments to reduce 
trade barriers in order to gain entry. Of 
course, firms already within the regional 
group may lobby against allowing other 
countries to join because of the increased 
competition it would bring. 

Regional pacts may help lock in free- 
market reforms, particularly in develop- 
ing countries. And they may pioneer new 
ideas which can later be taken up multi- 
laterally: the Australia-New Zealand free- 
trade agreement, for example, deals with 
competition policy, which the World 
Trade Organisation has not yet touched. 

But they may well contain provisions 
that interfere with free trade rather than 
promoting it. They may also distract gov- 
ernments from efforts to free trade multi- 
laterally. And they may be more prone to 
capture by protectionist lobbying. In- 
deed, countries could conceivably even 
be driven into rival trading blocks which 
discriminate against one another. 

The point is that regionalism is not 
necessarily either good or bad for free 
trade. In general, though, it is better to 
have regional groups that are open to the 
rest of the world than groups that are 
closed. Governments that favour free 
trade are more likely to welcome such 
openness—and less likely to want to dis- 
criminate against non-members—than 
protectionist ones. So the success of 
global efforts to liberalise trade depends 
mainly on whether governments wish to 
move in that direction, not on whether 
they eschew regional deals or seek them. 
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New chip on the block 


TOKYO 


Portable electronic devices require better memories. To make them, engineers 


EMICONDUCTOR wizards have long 

dreamed of conjurin up a memory 
chip that offered the best of all possible 
worlds. From the workhorse DRAM (dy- 
namic random-access memory) they would 
take the ability to store vast quantities of 
data at rock-bottom prices. The thorough- 
bred SRAM (static random-access memory) 
would donate raw speed and 
low power consumption. And 
the EEPROM (electronically 
erasable programmable read- 
only memory) and its cousin, 
“flash memory”, would provide 
the special magic of being non- 
volatile: able to hang on to data 
when the power is switched off. 

Such a chip would have nu- 
merous applications. It could 
be fitted in "smart cards"—the 
much-hyped devices that may 
one day replace the cash, keys 
and personal records that peo- 
ple currently carry in their 
pockets. Matsushita, the largest 
consumer-electronics firm in 
the world, expects the market 
for these devices to amount to 
Y100 billion ($690m) a year by 
2005. Throw in video games, 
cell phones, pocket computers 
and other portable gizmos, and 
Japanese chip makers think 
that annual sales of a speedy 
non-volatile chip could amount to more 
than ¥3 trillion by 2010. 

The nearest that semiconductor firms 
have come to delivering such a chip is the 
FeRAM (ferroelectric random-access mem- 
ory) device. This stores data in much the 
same way as its distant ancestors, the arrays 
of magnetic "cores" used in computers be- 
fore memory chips were invented. The ba- 
sic storage cell of a ferroelectric memory 
chip is made up ofa transistor to switch the 
power on and off, and a capacitor to store a 
charge representing one binary digit ("bit") 
of stored information. 

Like all memory devices, à FeRAM's ca- 
pacitors can flip between two different but 
reasonably stable states that represent the 
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drawing inspiration from computing's earliest days 


two bits, o and 1. In each cell, the bit-storing 
capacitor is coated with a thin film of a ma- 
terial that polarises (changes from positive 
to negative charge or vice versa) when a 
voltage is applied to it. What makes ferro- 
electric devices special is that their transis- 
tors continue to maintain this polarisation 
even when the voltage is removed. By con- 
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trast, à DRAM'S volatile capacitors have to 
be kept charged up continuously or they 
will lose their data. 

In theory, the basic FeRAM design ofone 
transistor and one ferroelectric capacitor is 
as reliable as a DRAM. But because the prac- 
tical know-how for making ferroelectric de- 
vices is still in its infancy, the chip's two 
switching states are not as stable as design- 
ers would like. For reasons of reliability, 
therefore, an extra transistor and capacitor 
are added to each cell as a back up. That 
takes up valuable storage space, making the 
chip bigger and costlier than it need be. 

In fact, the FeRAM can store data for ten 
years or more without power. But the ferro- 
electric chips produced so far still have a 


laughably small storage capacity compared 
with even the ageing 64-megabit DRAMs 
used in today's personal computers. The 
biggest ferroelectric chips at the moment 
are 1-megabit experimental devices made 
by Fujitsu and NEC. Designers will have to 
learn to shrink their chips' innards dra- 
matically, so that hundreds of times more 
data can be crammed in, if FeRAMs are to 
fulfil their destiny. 

Nevertheless, the past few months have 
seen several firms converting DRAM pro- 
duction lines into ferroelectric-chip facili- 
ties. In June, Matsushita started making a 
chip that combined a 64-kilobit memory 
with an 8-bit microprocessor, all in the 
same ferroelectric package. Fujitsu is about 
to ship what it claims is the world's smallest 
64-kilobit FeRAM. Rohm has been produc- 
ing 10,000 FeRAMS every month 
since April 1997. And Japan’s 
big three DRAM makers, Hit- 
achi, NEC and Toshiba, all have 
advanced FeRAM designs ready 
to roll. 

The only trouble is that fer- 
roelectric chips come in two ri- 
val formats—both invented in 
Colorado Springs in America. 
Hitachi, Rohm, Toshiba and 
Fujitsu have bought Ramtron 
International’s Pzr technology, 
which is based on the lead-zir- 
conium titanate group of ferro- 
electric materials that have 
been around since the 1950s. 
Matsushita has taken out a li- 
cence from Symetrix, which 
uses a more advanced design 
based on so-called y-1 super-lat- 
tice materials. These are layers 
composed of strontium-bis- 
muth-tantalum oxide, and str- 
ontium-bismuth-niobium  ox- 
ide. Meanwhile, NEC is going it 
alone with a strontium-bismuth-tantalum 
oxide design of its own. 

Without a unified approach, however, 
gadget designers the world over could be re- 
luctant to embrace the new storage me- 
dium. The result may be a standards war. 

The last such war in Japan—over video- 
recorder formats—was won hands down by 
Matsushita. This time, though, the firm 
might lose, for besides the Japanese four- 
some, most of the world's non-Japanese 
heavyweights—including Samsung of 
South Korea and scs-Thomson of Europe— 
are backing Ramtron's technology. And 
with Y3 trillion a year at stake, losing would 
be a humbling experience. 
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Forestry 


From poachers to 
gamekeepers 


HE timber industry is turning over a 

new leaf. These days, environmentalists 
are not the only people who are proclaim- 
ing the importance of protecting trees. 
From forestry companies to superstores, 
those who make their livings cutting them 
down and selling the resulting wood are 
also interested in being seen as green and 
wholesome. And what better way to 
achieve that image than a certificate issued 
by a respectable conservation group? 

The most respectable of all the groups 
that certify the ecological soundness of the 
management of forests is the Forest Stew- 
ardship Council (Fsc), which is based in 
Mexico and backed by the World Wide 
Fund for Nature (more familiarly known as 
the wwr).It was founded five years ago by a 
coalition of conservation organisations, in- 
digenous peoples' groups, forest managers 
and timber companies, and it now has 257 
member organisations. 

The rsc aims to give wood-buyers a 
guarantee that their suppliers are not harm- 
ing local people, exploiting their workers, 
killing rare animals or raping virgin forests 
in the search for profitable timber. It has 
ten broad principles which require, for ex- 
ample, the regular monitoring of forests 
and workers' conditions, and the formal 
recognition of the rights and interests of in- 
digenous peoples. All organisations which 
want to certify forests on behalf of the rsc 
must ensure that these principles are fol- 
lowed. If the rsc is satisfied, it will then 
guarantee their claims. 

Although other national and industry 
schemes also guarantee timber's green cre- 
dentials, the rsc has the advantage of 
global standards for accreditation. In Brit- 
ain, for example, the “95-plus” group of 
environmentally concerned companies in- 
cludes firms such as B&Q (a hardware 
chain), Asda (a supermarket) and Ellis Hill 
(a timber importer), who want a simple, 
universal standard to show that their prod- 
ucts can be bought with a clean green con- 
science. The Fsc provides them with one. 

Buyers in Australia, Germany, America 
and elsewhere also want to use the Fsc ac- 
creditation. That is increasing the pressure 
on foresters. As a result, by June of this year, 
more than 10m hectares (25m acres) of for- 
est in 25 countries (including Costa Rica, 
Brazil and the Solomon Isles) were rsc-cer- 
tified. The organisation's aim is to certify 
200m hectares around the world by 2005. 

But do shoppers care whether their 
wood is grown in sustainable forests? Few 
seem prepared to pay a green premium— 
B&àQ's most optimistic estimate suggests 
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that 15% of its customers might. On the 
other hand, if all else is equal, shoppers do 
prefer a store with a responsible image. 
That gives firms an incentive to improve 
their green credentials, and hope to trade 
off the extra cost against a higher turnover. 

So far, the scheme's effects are limited. 
Though some tropical countries have 
joined it, the bulk of accredited forests are 
in Europe and North America, where for- 
ests are run well anyway. In the countries 
where the real environmental damage is 
being done—Papua New Guinea or Gabon 
for example—few growers can afford to 
meet costs such as setting aside 10% of trees 
not to be harvested. 

For these growers, certification looks 
suspiciously like a trade barrier designed to 
protect rich-world forestry. In any case, 80% 
of the timber felled in developing countries 
is bought for domestic, not foreign, use. 
Still, the rsc certification programme 
seems to be one of the best forest-protection 
plans around. Who knows, it might even 
save a few trees. 





Anthropology 


History writ small 


AUCKLAND 


p HE past is recorded in many alphabets, 
but one that is becoming increasingly 
useful is the genetic code. Tracing the ances- 
tries of groups of people from their genes 
often helps to confirm what was already 
suspected from archaeological or linguistic 
research. Now, a DNA study of Maori New 
Zealanders has confirmed something else: 
an oral history. 

New Zealand was the last big landmass 
to be settled by humanity. The archaeologi- 
cal evidence suggests that the first residents 
arrived a mere 800 years ago and that they 
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came from the Society or Marquesas Is- 
lands in eastern Polynesia. 

According to the Maori's own tradition, 
their ancestors were not accidental mi- 
grants. They deliberately set sail for New 
Zealand in a fleet of eight to ten canoes, and 
probably arrived some time in December. 
Various academics, however, have cast 
doubt on this version of history, suggesting 
instead that New Zealand was colonised by 
anything from a few castaways in a single 
canoe to 500 settlers arriving over the 
course of several generations. 

To resolve the debate, Rosalind Murray- 
McIntosh and her colleagues at Massey 
University, in Wellington, studied the DNA 
of a group of modern Maori. They looked at 
DNA from their subjects’ mitochondria 
(these are the energy-generating compo- 
nents of cells, and have their own genes, 
separate from those in the cell nucleus). Mi- 
tochondrial DNA contains a region that is 
particularly prone to mutation, and study- 
ing this allows the relationship between liv- 
ing people to be worked out by looking at 
which mutations they have in common. 

Dr Murray-McIntosh and her col- 
leagues examined mitochondrial DNA 
from 54 women. They found only four dif- 
ferent sequences in the mutation-prone re- 
gion. In contrast, 11 sequences exist among 
residents of eastern Polynesia. 

Using à computer, Dr Murray-McIn- 
tosh created hypothetical sets of ancestor 
groups, each with a different random selec- 
tion of mitochondrial DNA from eastern 
Polynesia. She then modelled the growth of 
these populations over 30 generations (cor- 
responding to the 800 years of human hab- 
itation). By varying the size of the starting 
group, she was able to test what number of 
ancestors was most likely to have given rise 
to the genetic pattern seen today. 

According to these calculations, the 
founding group of settlers contained be- 
tween 50 and 100 women, with 70 being 
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the most likely number. Because mitochon- 
drial DNA, unlike nuclear DNA, is passed 
only from mother to offspring, it gives no 
direct evidence for the number of men. But 
presumably there were at least 150 individ- 
uals in the founding group. The big sea-go- 


ing canoes of the Polynesians could accom- 
modate ten to 20 people each, so this 
estimate suggests that the ancestors of the 
Maori may well have arrived in the legend- 
ary eight to ten canoes. Unfortunately, ge- 
netics cannot confirm the month. 





Anaesthesia 


Sleeping secrets 


Science is closing in on one of medicine’s oldest puzzles—how anaesthesia 
works. But the puzzle is by no means solved 


N 1846, a Bostonian dentist called Wil- 

liam Morton removed a tumour from 
the neck of a newspaper printer to whom 
he had administered ether. The printer felt 
no pain. Ever since then, doctors have been 
trying to fathom exactly what causes the cu- 
rious state ofunconsciousness, now known 
as anaesthesia, into which he lapsed. 

For a long time, researchers in the field 
believed that anaesthetics worked by dis- 
solving in the fatty sheaths that insulate 
nerves. This, it was theorised, caused them 
to interfere with the electrical signals that 
pass along those nerves. Since one of the 
few things that anaesthetic chemicals seem- 
ed to have in common was a tendency to 
dissolve in fats, and their solubility was re- 
lated to their effectiveness, that hypothesis 
looked good until the suggested electrical 
effects were measured in the 1980s and dis- 
covered to be too small. 

At around that time, however, another 
idea was becoming popular. This was that 
anaesthetics combine with critical proteins 
in the central nervous system and bring 
them—and consciousness—grinding to a 
halt. Subsequent research has shown that 
anaesthetics can, indeed, bind to protein 
molecules, and can sometimes affect their 
function as a result. But nobody has yet 
identified the elusive proteins involved in 
anaesthesia. In October, however, Roderic 
Eckenhoff, an anaesthesiologist at the Uni- 
versity of Pennsylvania, will publish a pa- 
per that may bring that identification 
closer. Though he has not found the guilty 
proteins, he thinks he knows something 
important about their characteristics, and 
thus how anaesthetics perform their trick. 


Calm molecules, calm minds 


Proteins consist of long chains of chemical 
links known as amino acids. These chains, 
however, are usually folded up into more 
or less globular shapes which are held 
steady by weak chemical bonds between 
adjacent parts of the chain. 

Since the shape of a protein is critical to 
its function (particularly if it has a precisely 
sculpted docking port for other molecules 
to enter), Dr Eckenhoff suspected that an- 
aesthetics work by changing the stability of 
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A measure of stability 


the folding of a particular protein, thus af- 
fecting how well that protein does its job. 
Anaesthetics might achieve this either by 
making the shape ofa protein so stable that 
it cannot flex in response to docking and 
undocking molecules, or so unstable that 
the docking port loses its shape. The test of 
this theory, to be published in October's 
Molecular Pharmacology, looked at two 
proteins (albumin and myoglobin) which 
have nothing directly to do with anaesthe- 
sia, but which are easy to extract in large 
quantities for experiments. 

Dr Eckenhoff’s previous work has 
shown that when an anaesthetic molecule 
such as isoflurane binds to albumin (a com- 
ponent of blood) the protein becomes 
more settled in its folded pattern. This 
means that anaesthetics are less likely to 
stick to it if it is destabilised. By contrast he 
showed that myoglobin (a component of 
muscle) opens up and becomes less stable 
when it hosts a molecule of isoflurane— 
which means that anaesthetics are more 
likely to stick to it if it is destabilised. 

Since it is one of the characteristics of 
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anaesthesia that its effectiveness weakens 
with temperature and pressure, Dr Ecken- 
hoff wanted to examine the effects of these 
two variables on the proteins in question. 
Raising the temperature destabilised both 
proteins (no great surprise, given that mole- 
cules shake more when they are hotter). So 
did increasing the pressure. But Dr Ecken- 
hoff was able to measure the precise 
amount of destabilisation by carrying the 
experiments out in water containing a ra- 
dioactive form of hydrogen called tritium. 

In the normal course of events, a pro- 
tein molecule will swap hydrogen atoms 
with the surrounding water from time to 
time—and if that molecule has been par- 
tially unfolded, there will be more hydro- 
gen available to swap, since atoms on the 
inside as well as the outside of the globule 
will be available for exchange. The extent to 
which a protein has been destabilised can 
therefore be measured by how radioactive 
it becomes in a given period of time. 

The stability curves for albumin at dif- 
ferent temperatures and pressures turn out 
to have the same sort of shape as the curves 
for the effectiveness of anaesthetics (those 
of myoglobin do not match at all). And two 
other lines of evidence from the paper also 
indicate that the proteins involved in an- 
aesthesia have albumin-like qualities. 

One is that only albumin responds to 
changes in the concentration of isoflurane 
in the way that would be predicted if it 
were acting likea protein responding to an- 
aesthesia. The other is the response of albu- 
min to different forms of isoflurane. 

The isoflurane molecule comes in two 
varieties, which are mirror images of each 
other. For most chemical purposes the vari- 
eties are identical, but anaesthesia can tell 
the difference—and one is more potent 
than the other. Dr Eckenhoffhas found that 
the more potent variety binds more 
strongly to albumin, but not to myoglobin. 

Anaesthesia, therefore, seems to work 
by stabilising rather than destabilising crit- 
ical proteins. But which ones? The most 
likely candidates are the protein receptors 
of the small chemical messengers (known 
as neurotransmitters) which carry signals 
from one nerve cell to another at special 
sites called synapses. Work on glutamate re- 
ceptors, which are responsible for stimulat- 
ing the brain, suggests that these are, in- 
deed, inhibited by anaesthetics. But in 
contrast to this, John Mihic of the Univer- 
sity of Colorado and his colleagues have re- 
cently made a case for anaesthetics working 
by increasing rather than decreasing the ef- 
fects of receptor molecules—in this case the 
receptors for GABA and glycine, two neuro- 
transmitters that calm down excited synap- 
ses. How that fits in with the Eckenhoff 
model remains to be seen. Clearly, how- 
ever, anaesthesia has not given up all of its 
secrets yet. 
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Science in fiction 
Is not science fiction 


Plays and novels about science have, almost without exception, produced bad 


science or bad writing. Until now. 


CIENCE does not sit easily on the page 

or the stage. Its imagery is too difficult to 
project, and its language too inaccessible. 
Writers and readers are frightened of it. 
Even for sophisticated playwrights who 
have tackled astronomy, physics or math- 
ematical theory—Bertholt Brecht, Friedrich 
Durrenmatt and Tom Stoppard—the sci- 
ence is incidental to the drama. When sci- 
ence tries to be central to the plot ofa novel, 
or when the theatre is used for scientific 
enlightenment, the attempt all too often 
unravels. It’s almost as if those who can 
don't, and those who do can't. 

This may be about to change. Two stun- 
ning new plays about science and the tribal 
milieu that scientists inhabit—“Copenha- 
gen” by Michael Frayn and “An Immacu- 
late Misconception" by Carl Djerassi—have 
been staged in Britain this summer. At the 
same time, a wide range of new fiction ex- 
ploring the rules and mores ofthe scientific 
community—with its mentor-disciple rela- 
tionships, its self-interested concerns with 
publication, its Nobel lust, its collegiality 
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masking brutal competition and its glass 
ceiling for women—has been published on 
both sides of the Atlantic. 

Even heavy-duty scientific magazines, 
such as Nature and Chemical & Engineer- 
ing News, have joined the game. In the last 
three months, both have published works 
of fiction for the first time. The story in 
C&EN, by a Stanford University chemistry 
student named Shirley Lin, which explores 
the frictions between a mother and daugh- 
ter who are both scientific academics, 
works especially well. 

An essential difference between sci- 
ence-in-fiction and science fiction lies in its 
portrayal of the scientific enterprise; the 
first demands absolute accuracy and plau- 
sibility, while the second and more popu- 
lar genre depends on fantasy and implausi- 
bility to satisfy its huge following, 

Among writers in English, C.P. Snow is 
widely regarded as the father of science-in- 
fiction, although he wrote only one strictly 
scientific novel, “The Search”. A one-man 
study in careerism, Snow’s hero, Arthur 


Miles, works at the frontiers of crystallogra- 
phy. He looks set for a great future, but 
blunders badly when he accepts informa- 
tion from a collaborator without checking. 

In later life, Snow insisted that by voca- 
tion he was a writer, though he trained as a 
chemist and did important research in in- 
fra-red spectroscopy—the main tool in the 
1920s and early 1930s for unravelling the 
structure of molecules. Snow might have 
gone on in the laboratory had it not been 
for the premature publication in Nature of 
a piece of research into vitamins that 
turned out to be badly wrong. The debacle 
effectively destroyed Snow's scientific ca- 
reer, and although it provided fruitful back- 
ground for "The Search", it dogged him 
enough that he wrote the novel twice over, 
publishing it first in 1934 and again in a 
more bitter revision in 1958. 

Snow's Arthur Miles was a stuffy bore 
compared with Max Gottlieb, Sinclair Lew- 
is's professor of bacteriology who appeared 
a decade earlier in "Martin Arrowsmith"— 
one of the novels that won Lewis the Nobel 
Prize for Literature in 1930. But both char- 
acters are scientific idealists who don't care 
to dirty their hands with money. And they 
come over, as scientists often do in fiction, 
as dirty, mad and poor, but mostly mad. 

By the early 1950s, when Harry Hoff, 
writing as William Cooper, published “The 
Struggle of Albert Woods", the scientist is a 
rounder, more human figure, though the 
work he does remains largely a mystery. It 
was not until four decades later that novel- 
ists and playwrights bashed down the lab- 
oratory door, put on white coats and made 
themselves perfectly at home among the 
test tubes and the bunsen burners. 

That flowering began in 1986 with 
Hugh Whitemore's “Breaking the Code". 
This used the life of Alan Turing, a math- 
ematical pioneer who broke the German 
Enigma codes and fathered the modern 
computer before running foul of the homo- 
sexuality laws in the 1950s, to examine how 
a man who had difficulty with ordinary hu- 
man feeling devoted his life to creating a 
machine that could think and feel. Two 
years later, Tom Stoppard wove the quan- 
tum theory of physics into “Hapgood”, a 
play about spies, and Fermat’s last theorem 
into “Arcadia” (1994), a comedy about 
what Byron and Newton had in common. 

Science was a more obvious choice for 
Stephen Poliakoff, whose father was a phys- 
icist and whose brother is a professor of 
chemistry. Yet both the Stoppard plays and 
Mr Poliakoff's 1996 drama, “Blinded by the 
Sun”, suffer from an inattention to detail. 
Mr Stoppard, by his own admission, is in- 
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terested in science only for its philosophi- 
cal and artistic content, while Mr Poliakoff, 
who laces his work with jargon, never mas- 
ters how scientists really talk amongst 
themselves. 

Three writers have triumphed over 
both problems in the past year: Michael 
Frayn, a playwright; Simon Mawer, a biol- 
ogy teacher turned novelist, and Carl 
Djerassi, a playwright and novelist who 
was once a chemistry professor. 

Mr Djerassi, who, 40 years ago, was the 
first man to synthesise the oral contracep- 
tive pill, got quite a reception when he 
turned his fourth and best novel, 
"Menachem's Seed"—about the treatment 
of male infertility—into a thought-provok- 
ing drama. It was renamed “An Immacu- 
late Misconception" in time to be staged for 
the first time earlier this month at the Edin- 
burgh Fringe. Mr Frayn's "Copenhagen", 


which is probably the best play currently 
on in London, centres on a heated meeting 
that took place in 1941 between the Ger- 
man physicist Werner Heisenberg and his 
mentor, Niels Bohr, a half-Jewish Dane 
who went on to work on the atomic bomb 
at Los Alamos. Both this and “An Im- 
maculate Misconception" wear their schol- 
arship lightly, using wit and humour to 
smuggle in serious scientific ideas. 

Neither play, though, creates as memo- 
rable a character as Dr Benedict Lambert, 
the sardonic and vulnerable dwarf geneti- 
cist who is the hero of “Mendel’s Dwarf", 
Simon Mawer's 1997 novel of love, science 
and circus freaks. Mr Mawer has fused pure 
story-telling with complex genetic theory to 
produce a fable that is accurate and read- 
able—a mature marriage of science and fic- 
tion in which scientists are no longer Fran- 
kensteins, Strangeloves or nerds. 





Henri Cartier-Bresson 


Man of the moment 


PARIS 


F LATE one afternoon you are in Paris on 

the Rue de Rivoli, you might spot an el- 
derly Frenchman with an alert blue gaze 
and a coloured handkerchief knotted 
round his neck. Rarely recognised and even 
more rarely photographed, he is Henri Car- 
tier-Bresson, acknowledged by many as the 
greatest photographer of his time. 

Mr Cartier-Bresson will be 90 on 
August 22nd. Present at some of the 
greatest upheavals of the century, he 
has photographed ordinary and ex- 
traordinary people around the 
world: Mahatma Gandhi, Jean-Paul 
Sartre, Henri Matisse, a couple of 
Mexican prostitutes, a worker snooz- 
ing on a stretch of grass, and a little 
girl running into an oblong of sun- 
light in the shaded corner of an Ital- 
ian square. 

“For me, photography is very 
much a physical pleasure—it's like 
hunting, except that we don't kill," he 
explains. Black-and-white film foot- 
age from the 1950s shows Mr Cartier- 
Bresson nimbly stalking his subjects 
in the street, seizing the moment, 
then dancing on to the next—his 
quarry often not even realising that 
they have been photographed. "No 
man shooting a partridge wants to 
hit it on the wing, so that it dies 
slowly," he says, continuing the anal- 
ogy: "It must be a direct hit." 

His photographs often share the 
calm grandeur of great French paint- 
ing. But unlike Ingres or Seurat, who 
regrouped or recomposed figures at 
will, Mr Cartier-Bresson never tries 
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to improve an image by cropping in the 
darkroom. It is his unequalled ability to 
capture a millisecond in time that partly 
defines his genius. 

As he himself put it in the introduction 
to his book, "The Decisive Moment", pub- 
lished in 1952: “... [it] is the simultaneous 





Suspending time in Italy 


recognition, in a fraction of a second, of the 
significance of an event as well as a precise 
organisation of forms which give that event 
its proper expression ...” 

Henri Cartier-Bresson was born into a 
well-to-do family of cotton-thread makers 
who owned land outside Paris in the 
Marne-la-Vallée area, where he spent child- 
hood holidays and which, to his regret, is 
now eaten up by EuroDisney (see picture 
on next page). Educated in Paris, he origi- 
nally trained as a painter—his early work 
showing the influence of surrealist artists 
such as his friend Max Ernst. Then, the end 
ofa love affair combined with what he calls 
a "revolt against bourgeois conceptions" 
prompted him to spend a year in Africa 
where he took snapshots. But it was only on 
his return, when he saw a photograph by 
Martin Munkacsci of naked African boys 
running into Lake Tanganyika, their bodies 
sharply silhouetted against the water, that 
the future came rushing in: “I couldn't be- 
lieve that such a thing could be caught with 
a camera...so I grabbed my Leica and 
went out into the street." 

Living rough in Italy, Spain and Mexico 
from 1932 to 1935, Mr Cartier-Bresson took 
some of his most striking images. They re- 
veala witty, almost surrealist eye combined 
with the conventions of French classicism. 
A trip to New York also awakened the pho- 
tographer to the possibilities of the moving 
image. Back in Paris, he approached a film 
director, Jean Renoir, who took him on as 
his assistant—a job that included playing 
the unlikely role of an English ser- 
vant in “La Régle du Jeu”. 

At the end of the second world 
war—he was a prisoner of war for 
three years—he co-founded Mag 
num, a co-operative photo agency. 
Then in 1948 he went back on the 
road, to India where he photo 
graphed Mahatma Gandhi only 
hours before his assassination, and 
to China for the fall of Chiang Kai- 
shek and the coming of Chairman 
Mao—images that filled the pages ol 
picture magazines the world over 
“It’s like trying to put your Leica be 
tween the skin and the shirt of the 
person," says Mr Cartier-Bresson ol 
assignments to photograph famous 
figures. "Intuition is essential—il 
your intelligence is too dry and con 
ceptual, imagination is lost." 

For the last 20 years or so, Mr Car 
tier-Bresson has focused his energie: 
on drawing, taking only occasiona 
snapshots of friends. An informal 
sometimes shy man with a distaste 
for the limelight, he is bemused by 
the attention he receives. "It's all c 
myth," he claims. *The real pleasurt 
in life is to be alive here and now, tc 
feel the pulse..." 
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New books on architecture 


An ace fills the straight 


Writing well about architecture is notoriously hard. Now that the century's 
style-and-theory wars have fought themselves out, it seems to be even harder 


ARTER WISEMAN was architectural 
critic of New York magazine from 
1980-96, when foreign funk money and a 
long economic boom changed the face of 
Manhattan and other big American cities 
more than at any time since the 1950s. 
Architectural reputations were made and 
unmade. Hard as it may now be to recall, it 
was a period of passionate, sometimes ven- 
omous, stylistic rows. 

Critically speaking, the usual story is of 
a playful “anything-goes” orthodoxy, typi- 
fied by Philip Johnson’s 
clothes-press HQ for AT&T, 
replacing high-minded 
modernism, as represent- 
ed, say, by the descendants 
of Frank Lloyd Wright or 
Ludwig Mies van der Rohe. 
Andso, up toa point, it did. 
But, as Mr Wiseman’s ur- 
bane survey of 20th-cen- 
tury American building ar- 
gues, the "two-camps" de- 
bate was in many ways 
spurious: rich clients resist- 
ed early modernism; it was 
never pre-eminent, even in 
its mid-century heyday; 
and by the 1980s the main 
thing was not style but 
building type, with the ex- 
plosion of suburban malls, 
edge cities and “ex-urban” 
company headquarters. 

A good thing about un- 
dogmatic history is that it 
brings in neglected archi- 
tects: Raymond Hood, for example, the de- 
signer of the Rockefeller Centre, is a hero to 
Mr Wiseman for not fitting pigeon holes. 
But too open a mind can make it sound as 
if architecture, or rather architects, did not 
matter—an odd position for an author of a 





SHAPING A NATION. By Carter Wiseman. 
Norton; 412 pages; $39.95 and £29.95. 
CONTEMPORARY WORLD ARCHITECTURE. 
By Hugh Pearman. Phaidon; 512 pages; 
£59.95 and $89.95. 

ARCHITECTURE IN THE UNITED STATES. By 
Dell Upton. Oxford University Press; 335 
pages; $39.95 and £30. 

Towarps A New Museum. By Victoria 
Newhouse. Monacelli Press. 288 pages; 
$45 and £30. 

THE UNREAL AMERICA. By Ada Louise 
Huxtable. New Press; 188 pages; $30 & 
£22.50 
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book about them. Mr Wiseman admires the 
“craftsman” Louis Kahn, reproves the intel- 
lectual Peter Eisenman and distrusts the 
trend to fantasy. Otherwise, he amiably sees 
the point of almost everybody. 

A wish to avoid argument also informs 
Hugh Pearman’s large and handsome vol- 
ume, “Contemporary World Architecture”. 
A long-time writer on design ofall kinds for 
the Sunday Times in London, Mr Pearman 
calls his book a “search for consensus”. If 
that sounds bland, the result is nevertheless 





Frank Gehry simulates Las Vegas for EuroDisney 


interesting. Rather than by style or archi- 
tect, he arranges his survey according to 13 
types of building, as a great architectural 
historian, Nikolaus Pevsner, once did. 

This is a good idea. Buildings are used. 
To understand them you need to know 
what they are for. Few styles suit all. The 
greatest architects have weaknesses. Louis 
Sullivan, for example, was not good at 
houses. Refreshingly, Mr Pearman looks at 
museums, concert-halls, schools, churches, 
shops, houses, offices, factories, theme 
parks, stations and airports, stadiums, gov- 
ernment buildings and—a concession to 
symbolism and fantasy—the tower. Disap- 
pointingly, the buildings so arranged still 
tend to be treated as isolated units, as if 
schools, offices and shops had entirely dif- 
ferent users. 

Nothing could be less true of Dell Up- 
ton's joltingly original "Architecture in the 
United States". Architecture, in Mr Upton's 


MOREOVER 


view, springs from too many sources to be 
bottled and labelled. He starts with the de- 
sire to possess a home and how people ar- 
range it to "say" things. A second chapter, 
"Community", examines courthouse 
squares, Iroquois longhouses, state capitols 
and garden cities. He goes on to "Nature" 
(landscaping and parks), then to *Technol- 
ogy" (the bits on airflow in 19th-century 
hospitals are fascinating), to “Money” of 
course and only in a last chapter called 
"Art" to the aims and work of architects. Mr 
Upton raises many more hares than he can 
catch. But his ambition is welcome: archi- 
tectural history has to be more than a tale of 
shifting styles and theories. 

Victoria Newhouse has a smaller aim 
and a narrower focus. Her book on new 
museums comes from three years' travel in 
America, Europe, Japan and South Korea. It 
has a diarys quirky in- 
sights and a textbook's du- 
tiful pace. Though she has a 
degree in architectural his- 
tory, she presumably owes 
her feel for clients and mu- 
seum donors more to be- 
ing the wife of S.I. New- 
house, owner of the Condé 
Nast publishing empire. 

She praises Frank 
Gehry for the variety of gal- 
lery space in his Gug- 
genheim Museum at Bil- 
bao. She admires the light- 
hearted, Gehry-influenced 
Rem Koolhaas of Rot- 
terdam and faults New 
York's Museum of Modern 
Art for preferring a "con- 
servative" design by Yoshio 
Taniguchi for its expan- 
sion. She chides Richard 
Meier for falling victim to 
“entertainment fantasy" in 
his Getty Centre. Too often 
these days, she argues, new museums are 
designed as shells without collections or 
old ones extended as shopping malls— 
opinions that are sensible and safe. 

Amid such straight and basically well- 
behaved company, Ada Louise Huxtable, à 
former architecture critic of the New York 
Times, has no difficulty in standing out. It is 
25 years since she gave up her main Times 
job. But she has lost none of her commit- 
ment. Her latest book, *The Unreal Amer- 
ica", which came out last year, is an angry 
counterblast against the taste for "invented 
environments" exemplified by fantasy 
theme-parks, fake-old new towns and heri- 
tage preservations. You may or may not 
agree with her judgments or with her vision 
of architecture as a matter of social and 
moral urgency. But nobody can read this 
book without recognising an engaged and 
deeply knowledgeable voice. 
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Jobs 


A cloudburst of dictionaries 






LORD, what a to-do 
there has been about the 
New and allegedly any- 
thing-goes Oxford Dic- 
tionary of English (Oxford University 
Press, £29.99). Purists have harrumphed, 
the pound-a-liners have potboiled on the 
op-ed pages, the humble hack or hack- 
ette—yes, they are both in the NopE—has 
made merry at finding his or her (oops, 
their?) no-noes of vocabulary or syntax 
authorised by the Olympians of the our. 
Alas, most of them have missed the point. 

Why? Because they were not, in fact, 
on about the new dictionary, but 
about the hype put out to sell it. 
Does the NODE instruct users, as 
its hypermarketeers shriek, that 
“Infinitives should [our italics] 
be split"? No; it avers that the 
principle of doing so is “broadly 
accepted as both normal and use- 
ful”. Does it, as one London paper 
roared, piling its own Pelion on 
the oup’s Ossa of puff, “ban” Es- 
kimo or spinster? No; it records 
that the first has "come to be re- 
garded as offensive" and the sec- 
ond “in modern, everyday Eng- 
lish is a derogatory term." And 
yes, it will also explain piling Pe- 
lion on Ossa, a phrase barely 
used, except by classically edu- 
cated fogeys, since about 1930. 

For, lo, the NODE neither in- 
structs nor bans. Like most dictio- 
naries—many a grammar too, 
these days—it sets out to describe 
English as itis, notto preach what 
it ought to be. Electronics both 
aids and encourages that ap- 
proach. Every word and usage recorded 
in the OED, the great Oxford English Dic- 
tionary of the past, reached its editors on 
carefully written slips. Today's lexico- 
grapher, at the click of a mouse, has access 
to a huge corpus of modern English, writ- 
ten and spoken alike. So it is easier to 
record the real-world language. It is also 
more in tune with the times—and, argu- 
ably, more scholarly too. 

To call this, as its hypesters do, “the 
most important new dictionary in over a 
hundred years" is, however, tosh (“Brit. in- 
formal: rubbish, late 19th cent.”). The our 
has in mind the OED, a mighty work that 
pursued the changing usages of English 
through centuries, almost from its birth. 
That was indeed a landmark, the most sig- 
nificant dictionary of English ever put 
out; as the OUP, completing its 44 years of 
publication in 1928, proclaimed it, “the 
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supreme authority and without a rival". 
But one need not stray beyond the our to 
name a more important successor than 
the NODE: in 1933 came the first edition 
of the Shorter Oxford, making the learn- 
ing of its giant big brother at last accessi- 
ble, in those pre-CD-ROM days, to others 
than millionaires or scholars. The NODE 
is a fine work, but a lesser one. 

A different one too. The oEp—like Lit- 
tré's great 19th-century French dictionary, 
and its German equivalent, begun by the 
brothers Grimm—truly was a historical 
survey; of the 240,000 words it treated, 





52,000 were already obsolete. So was (and 
is, in its latest, 1993, version) the Shorter 
Oxford. The NODE reflects an earlier, and 
commoner, tradition: like Dr Johnson's 
dictionary (though even he covered about 
180 years ofthe language), and most mod- 
ern rivals, its essence is the language of to- 
day. (And indeed the spelling: alright, 
yup, that's all right, “about 5% of the cita- 
tions in the British National Corpus”.) 
Onecan niggle. There can be good rea- 
sons to split an infinitive. But they do not 
include NODE's argument that dislike 
thereof “is long-standing, but not well 
founded, being based on an analogy with 
Latin"—where the infinitive is a single, in- 
divisible word. That analogy is a Vic- 
torian straw man; Fowler, writing wisely 
on the topic over 70 years ago, did not 
think it even worth deriding. And, on the 
NODE's own principles, what is "well- 


founded", or the reverse, depends not on 
some dead pedant but on actual usage— 
which is, normally, not to split. Equally 
hokum is the NODE's concomitant argu- 
ment that to (as in “Star Trek") boldly go 
conveys a different emphasis than to go 
boldly; it is true of that one phrase, but 
only because it has entered the language. 
Try a similar phrase that has not, and all 
you will feel is the oddity of the split ver- 
sion. The NODE’s feeling for language is 
maybe less advanced than its knowledge. 

Its excursions into the realms of the 
encyclopedia are also curious. True, many 
dictionaries do this (though not 
Oxford's until now); many users 
find it helpful; and any selection 
of proper names, however judi- 
cious, is open to criticism. Yet is it 
really the job of a dictionary of 
English to tell us—on just one 
page, opened at random—about 
the rail bridge at Conwy, the act- 
ing career of Cook, Peter or the 
height of Cook, Mount? Or in- 
deed of Mount Pelion (and for 
the record, while we are there, the 
NODE's explanation of Pelion/ 
Ossa is too narrow by half). 

Yet niggles these are. Of two 
other dictionaries that have hit 
the shelves this month, the new 
Collins (HarperCollins, £29.99) 
prints the height of Pelion, but 
not the only phrase in which 
most English-speakers will ever 
meet it. And Collins rivals the 
NODE in a weird zeal for the past 
names of Russian towns. Surely it 
is for an atlas, not a dictionary, to 
reveal, as these two both do, that 
Yelizavetpol was—till 80 years ago, nay— 
the name ofsome place we've never heard 
of anyway? The new Chambers (Cham- 
bers Harrap, £25) wisely does not spend 
space trying to be an encyclopedia—but it 
is excessively fond of non-English words: 
angst and blitz, zeitgeist and zugzwang, 
fairenough, but what are Flammenwerfer 
or Zeitvertreib doing here?. Every new 
face, in short, has its warts. 

Yet what a bone-structure, what flesh 
and features the NODE can boast. It has 
looked at English worldwide. Its vocabu- 
lary is huge and truly up-to-date. Its en- 
tries are models of user-friendly, orga- 
nised clarity; pronunciation, for instance, 
is omitted where it is not needed but 
given (standard southern-English, in the 
international phonetic alphabet) where it 
is. The greatest dictionary since sliced 
OED this may not be; a splendid one it is. 
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Problem. 


So many great business books. 
So little time. 
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| had a bad war. So bad, in fact, 


| try's young scientific elite. In the 


OBITUARY 





André Weil 


Y MOST people's standards, 
André Weil, a French intel- 
lectual who influenced the 
course of modern mathematics, 


that his admirers find his record 
in 1939-45 an immense embar- 
rassment, especially as he was 
the brother of Simone Weil, a so- 
cial philosopher, religious mys- 
tic and heroine of the French 
Resistance. 

But Mr Weil did not feel at 
all apologetic, still less ashamed. 
He had been deeply struck, he 
liked to explain, by the damage 
wreaked upon mathematics in 
France by the first world war, 
when "a misguided notion of 
equality in the face of sacrifice" 
led to the slaughter of the coun- 


light of this, he believed he had a 
duty, not just to himself but also 
to civilisation, to devote his life 
to mathematics. Indeed, he ar- 
gued, to let himself be diverted 
from the subject would be a sin. 
When others raised the 
objection "but if everybody 
were to behave like you .. .", he 
replied that this possibility 
seemed to him so implausible 
that he did not feel obliged to 
take it into account. 

In the event of war, his plan 
was to take refuge in a neutral 
country, and then to emigrate to 
the United States. He was stay- 
ing in a villa in Finland when war did break out between France 
and Germany and, in accordance with this strategy, intended to 
remain there until he could wangle American visas for himself 
and his wife, who had returned to France. What he had not fore- 
seen was a Russian invasion of Finland. When this happened, he 
was deported first to Sweden and then back to France. 

Before he was jailed in Le Havre, he had a letter smuggled to 
his parents, begging them to “get me a lawyer, any lawyer pro- 
vided he is not named Cohen or Levy". His parents, both of 
whom were Jewish, either did not understand the purport ofhis 
plea, or chose to misunderstand it. The defender they hired was a 
Mr Bloch. Simone, his sister, blamed herself for André's disgrace. 
She feared that he had been influenced by her pre-war pacifism, 
and she was filled with remorse. She need not have worried. 
When her brother was sentenced to five years’ imprisonment 
and then told that this jail-term would be suspended ifhe joined 


| acombat unit, he promptly opted for military service. 


. A prize scalp for an American headhunter 


In the confusion that followed the German invasion of France, 
Mr Weil at last succeeded in obtaining American visas. They 
were provided by an American consul who, according to Mr 
Weil in his autobiography, “Souvenirs d'apprentissage", was 





André Weil, mathematician and draft- 
dodger, died on August 6th, aged 92 


sent over to France by President 
Roosevelt with the express mis- 
sion of saving European intel- 
lectuals endangered by the war. 

Having arrived in America, 
Mr Weil settled initially in 
Princeton, where he knew most 
of the mathematicians. But he 
was not always received with 
open arms. "In truth," he con- 
fided, “my recent past, and the 
gossip to which it had given rise, 
resulted in a rather cool recep- 
tion from some of these col- 
leagues" Most, however, were 
ready to welcome him and, after 
academic stints elsewhere, he 
was eventually appointed a pro- 
fessor at the Institute for Ad- 
vanced Study in Princeton. 

In academic terms, Mr Weil 
was à catch. He had shown pre- 
cocity as a child, when he and 
his sister used to try to outdo 
each other by declaiming from 
memory grand speeches from 
Corneille and Racine, and he 
was fluent in Latin and had 
taught himself Greek before he 
was 12. Philosophy caught his 
teenage imagination, but when 
he received what he thought an 
inflated mark in a philosophical 
examination he decided that *a 
subject in which one could do so 
well while barely knowing what 
one was talking about was 
hardly worthy of respect", and 
concentrated on mathematics. 

As a member of the avant-garde in mathematics in France in 
the 1930s he made his name as a founder of the Bourbaki group, 
which owed its moniker to a prank theorem named after a gen- 
eral in Napoleon III's army. The Bourbaki group set out to orga- 
nise and unify all the basic texts of mathematics. They did not, of 
course, succeed, but they did enough to revolutionise the teach- 
ing of the subject. 

Mr Weil’s advances in algebraic geometry and number the- 
ory—which in 1994 helped him win the equivalent of the Nobel 
prize in mathematics, the Kyoto prize in basic science—are so 
abstruse they are inaccessible to the layman. Nonetheless, they 
have had a practical effect. Among other things, the principles 
established by his scholarship enabled espionage agencies to 
make their secret codes even more impenetrable and enhanced 
the security and accuracy of computer data transmission. 

Mr Weil took particular pride in the way he solved “a prob- 
lem of combinatories concerning marriage rules in a tribe of 
Australian aborigines” for Claude Lévi-Strauss. This achieve- 
ment at least would have made his sister proud. Simone identi- 
fied with downtrodden people everywhere, and starved herself 
to death in England in 1943 to express her solidarity with the 
suffering of her compatriots after the French Resistance refused 
to parachute her into occupied France. 
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ICMB 

Av. Blanc 49 — 1202 Geneva, Switzerland 
Tel: +41-22/73195 55 

Fax: +41-22/73195 75 
http://heiwww.unige.ch/icmb/ 

e-mail icmb @hei.unige.ch 
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Learning 


Prestigious Chosen year after 
year for The Economist Intelli- 
gence Units Which MBA? A critical 


guide to the world’s best programmes 


Performance-Based No GMAT 


or Bachelor's degree is required. 


International More than 8.000 
active students in 120 countries— 
over 3,000 in North America. 


Non-Residential Exams are held 


twice each year in locations across 


the US, Canada, and worldwide. 





Heriot-Watt University 
MBA by Distance Learning 
North American Distributor 
6921 Stockton Ave., Suite 10 
El Cerrito, CA 94530 USA 








MBA by Distance 


Call or write today for information: 









If you are a busy professional, the 
flexibility of the MBA program 
you choose can be as important as 
its quality. Fortunately, vou don't 
need to compromise. Heriot-Watt 
University offers a uniquely flex- 
ible international MBA: earn your 
degree entirely by distance learn- 
ing 1n one to seven years. Study 
wherever you live, at a pace that 
suits your needs, On-campus study 
in Edinburgh, combined with 


distance learning, is also available. 


US/Canada phone 800-406-7096 
Fax 510-528-3555 


Phone 510-528-3777 
E-mail HW@degree.net 
Visit www.degree.net/mba 


Earn your MBA in 1 academic year 
Emphasis on international business 
Day and evening programs available 
Accredited American university 
Qualified faculty who are working 


professionals 
Earn your MBA at AIU and learn in a team 


based, hands on environment, working on 
real world problems with students from 
more than 120 countries. You'll be 
prepared for rapid success in the global 
marketplace. 


AMERICAN INTERCONTINENTAL 


UNIVERSITY * LONDON 


110 Marylebone High Street 
London W1M3DB, England 
Toll-Free: UK-(0800) 100-777 
Tel: (0171) 467-5600 
Fax: (0171) 486-0642 
www.aiuniv.edu 


formerly The American College in London 
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: "m 4 r^ am D un P E dm E * 9 “— £6 duh 7 
MONTICELLO UNIVERSITY 

5 | Prestigious Distance Learning « Professional Experience Credits —— 
LA Dip TEFL, MBA or PhD by distance kamigo experience! | E Inte SER Acceptance Aperi oS 

| honorary awai from $456. impossible? Leam about 1600+ | EAE vM pm ! 

P non delay ies universities workwide including many i | Bachelors « Masters è Doctorate + Juris Doctor 

Law e Business e Education + Diplomacy & Int'l Studies. « Arts & Sciences 


(913) 661-9977 Tel, « (913) 661-9414 Fax e info@menticell edu mo ticello.edu 
Administrative Services: $600 W 110th St. Suite 206, 


DEGREES BY MAIL 
WITH $ YEAR REFUND GUARANTEE 


NISH 
Aliseda |: 


115, 28009 Madrid (Spain) 


















America's 


Preferred stance tea 
she * Distinguished facul i Recatarate, de agree: programs | 
Distance + Credit for work experience * Students from 96. 


Learning countries and 30 states in the USA. g | 

TTITTIHHA Washington International University | 

CDS E. P.O, Box 1128, Bryn Mawr, PA 19610-USA E 

UNIV E R Ü T Y | MN, © 2*:70-527-1008 © E-mail: washuniveop net | 


Cheyenne, Wyoming. USA 


eate atia joi htt td Mah mua npa tata raa arr ra roov anpra vms uu med 
























The University of Reading 





Masters/Doctoral Degree Programs 
Distance learning ii 
KT THE BUSINESS SCHOOL 


.. Business Administration * Computer Science * Education STEER ron FINANCIAL MARKETS 
* Natural and Social Sciences + Humanities * Languages | | 
Accredited by W.A.U.C « Licensed by State Dept. of Education 


Preston University, Dept. EC22/8 
1204 Airport Parkway * Cheyenne, WY 82001 * USA 
Tel: + 1(307) 634 1440 * Fax: + 1 (307) 634 3091 
Email: admissions @ preston.edu * www. prestan: edu 























MSc International Securities, 
Investment and Banking 












MS in INTERNATIONAL EO Gain the qu 
and analytical skills essential for an exciting career in interna- 
tional business or government. This full- or part-time evening 
program covers everything from advanced forecasting tech- 
niques to exchange rate risk management and more. For more 
information, e-mail grad.admission@admin. suffolk.edu or 
fax to 617-523-0116. Suffolk University, 8 Ashburton Place, 
Beacon Hill, Boston, MA 02108 Call us at 617-573-8302 


Suffolk University 


DISTANCE LEARNING AND D FULL-TIME 


CHANGE YOUR APPROACH TO MANAGEMENT 













As 
® The Leicester MBA | A full range of distance learning programmes is available. 
Freephone 0800 374024 (UK only) for an information 
> MSc in Marketing or Finance pack (24 hr) or +44 (0) 1203 422422 to speak to a 
e Diploma in Management | Consultant. 


RDI FREEPOST (EC98) CV2472 Coventry CV4 BBR, UK. 
Fax +44 (0) 1203 422423 


| email: LUMC@le.ac.uk P. 1 
2 A ; Leicester | http://www.le.ac.uk/lumc/ m 7 Vai 
| University : Management Centre ) 


Promoting excellence in University teaching and research 


e. Certificate in Management 
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LASALLE UNIVERSITY 
OH Campus Degrees | 
BACHELOR * MASTER'S * DOCTORATE | 


Bachelor, Master, Doctorat 














































‘Send resume for (GDS) 889.2750 | Credit for Work & Life Experience 
Cent ir z vnde Blvd. NE 1-504-626-8904, Dept. 136 Global leader in financial market research seeks economists in 
| iV e 398-W 620 Lotus Dr. N, * Mandeville, LA 70471 USA ' and Singapore to forecast macroeconomic trends in 
— niversity ice a. London/NY and Singapore e ET 


the major economies and their impact on underlying asset 
prices. London has 2 vacancies for a German economist and a 
Scandinavian economist: Singapore covering Asia and NY 
covering the US and Latin America. Successful candidate will 
have at least a Masters degree in economics from a respected 
institution and we would prefer relevant work experience (and 
for the Scandinavian position knowledge of those economies). 
In return we offer a competitive package, including bonus. 


Send CVs to Mike Gallagher at 296 High Holborn, London, 
WCIV 71H or fax to 0171 430 2777. 


„LASALLE EDUCATION CORPORATION 

























Readers are recommended 


to make appropriate enquiries and take 
appropriate advice before sending money, 
incurring any expense or entering into a 
binding commitment in relation to an 
| advertisement. The Economist Newspaper 
i Limited shall not be liabie to any person for 
loss or damage incurred or suffered as a 
result of his / her accepting or offering to 
accept an invitation contained in any 
advertisement published in the Economist. 


"UNIVERSITY DEGREE 
For Life, Academic & Work Experience 


Degrees for people who want to be more effective 
and secure in their jobs or professions. 


Eam your BACHELOR'S, MASTER'S or DOCTORATE degree by 
-of Match your utilizing your life and work experience, College equivalent credits are 
cae A osition with given for your: job, military, company training, industrial 
OFP n a | courses, seminars and business experience. 

. legal degree | We accept college credits no matter when taken. 


and Our graduates are recognized for their achievements in business and 
transcripts industry. We will assist you in completing your degree requirements 
at your own pace through home study. 


"As you know | Send/fax detailed resume fora NO COST evaluation. 


CREDIT FOR WORK EXPERIENCE. | 
NO CLASSROOM ATTENDANCE, | 
SEND/FAX YOUR RESU 
A FREE. ATION. | 

500 Ala Moana Blvd, 7-400 
. Honolulu; HI 96813. / f 
Tel: (808) 599-5537 Fax: (808) 599-2869 | 
E-mail: registrar@anw.edu 
Web: http://www;unw.edu | 






































poi ecu Pacific Western University 
1 U ih 1210 Auahi Street, Dept 137, Honolulu, HI 96814-4922 
teacher... But 14808) 597-1909 
degrees open CALL: (800) 423-3244 ext. 137 UK: 0800-980-413 
doors. Fax: (310) 471-6456 — E-Mail: admissions & pwu.com 
http://www.pwu-hi.edu 






Never has the demand for experienced profession- 
als been stronger among US companies doing 
business abroad. Worldclass organizations have 
entrusted us to find the people they need to 
Succeed in international markets. 






CLS Corporate Language Services is a young 
dynamically growing company providing top-level 

translation and language services to core clients in 
the financial services industry in Switzerland. To 
complete our English translation teams in Zurich and 
in Basle we are looking for 


GERMAN-ENGLISH translators 


| with an excellent knowledge of German, a corporate | 
 translator's degree or equivalent university BIPITTPTES 
qualification and preferably a number of years’ BEOTI 
"translation experience in some of the following 
fields: economics, banking, finance, investment, 
| | insurance, legal, advertising, public relations. At nd 
. Corporate Language Services you'll be exposed to Z0% 
| a broad range of financial expertise through your Lausanne 
| close collaboration with our clients and with our 
-staff translators, who have outstanding credentials 
from the biggest names in Swiss banking and insurance. The work 
is extremely varied and the job demands a quality-driven, team- 
based approach, the ability to research topics independently and to 
work under pressure. Candidates will be at ease with the latest 
language tools and will enjoy developing their creative skills ina 
- lively team of language specialists. Corporate Language Services 
_ Offers an attractive benefits package, flexible working models and 
; performance incentives. 






We are seeking individuals with backgrounds in 
business, sales, marketing, manufacturing, sci- 

ence, and technology. What is most important are o 
your interpersonal skills. Personal contact should 
be your strong suit along with the desire and ^. 








ability to live and work overseas. - 






US citizens and legal residents only. Previous 

overseas residency or language proficiencyisa 
plus. All our clients are major organizations offering 
competitive compensation and benefits. You are 
invited to send your resume, but be advised that .. . 
we can only respond to applicants who meet our e @ 
immediate needs. Principals only. No phone calls, Wo 
please. EOE ^A» © 









Basel 












Chiasso 














Cooper, Ramos & Lee Consultancies, ATTN: 
EC/822, PO Box 19-0620, Miami Beach, FL 
33119; e-mail: cri@us.net 









“Interested candidates should contact: 









Barbara Maas (tel. +41 1 628 07 45) for further details of the 

position. Written applications should be sent to CLS Corporate 

anguage Services, attn. Raymond Schmid, Elisabethenanlage 11, 
H-4051 Basel. 








TCONSULTANCIE S| 
NEW OE ronerersemrtt 
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JOB H UNTING INTERNATIONAL TE 








CareerPath.co. uk 
ER ^ 


Tel: & C Fax: + 7 
4 a 

(662) € Re 2 (62 OW 

* 2674688 7 


DO YOU FEEL LIKE YOUR CORPORATE 
- LADDER HAS RUN OUT OF RUNGS? 


Do you feel the need for new challenges and opportunities? If you're 
a global senior executive, over 40 years old and accustomed to a 
100K annual salary, we can be the answer to your next jump on the 
adder of success. At Resume Broadcast International, our dedicated 
ssists you in your professional search from start to finish - as 
er of fact we're here for you 24 hours a day, 365 days a year. 
‘Opportunity is only a phone call away at Tel: (909) 866-4213, Fax: 
08) 866-4244 or E-mail: 102224.3306@compuserve. com 


Ae 
T1 TOU des SERE 


e Toma 





















EI mE Resume Broadcast International 

$ t PO BOX 2892, Big Bear Lake, California CA92315, USA. 
E Tel: +4 pad 866 4213, Fax: +1 (909) 866 4244 

A anonse com 





THE "m s | 


Senior Civil Service | 
Senior Economic 


Adviser 
Edinburgh 


The Scottish Office is looking for a Senior Economic 
Adviser to head the Economic Advice and Statistics 
Division of the Development Department in 
Edinburgh. The Division is one of 4 groupings of 
| economists and statisticians in The Scottish Office and 
| _ is responsible for providing high quality economic 
advice and statistics to Ministers and senior colleagues. 


ou must have an Honours degree in economics and/or 
in appropriate post-graduate qualification with 
current knowledge of micro-economic theory. In 
addition experience at a senior level is necessary. 
Experience of government finance would also be 
. | advantageous. 
^] This appointment will be for a fixed-term of 4| years' 
|]. with the possibility of extension or permanency. 
| Secondment from your existing employer may also be 
į considered if suitable arrangements can be agreed. 
|] Starting salary will be around £55,000 although more 
. may be available for an exceptionally well-qualified 
|. candidate. Limited relocation expenses may be 
|. available. 
| For further details and an application form (to be 
returned by Friday 18 September 1998) please write to 
The Scottish Office Recruitment Unit, Room 313 (EA), 
.|] 16 Waterloo Place, Edinburgh EH13DN. s- ~y 
.]. Telephone 0131 244 3983 (or E-mail to ZA 
Linsey.craig@so053. scotoff.gov.uk). Y 
Ys! 


An Equal Opportunities Employer INVESTOR IN PEOPLE 
DEVELOPMENT DEPARTMENT 
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e earning $50K-SOOK+. Career searching into, within or out of 
pe/U.S.? A new position is closer than you think! Free info. 
E-mail: cpasia@bkk.loxinfo.co.th 









ORGANISATION FOR 
THE PROHIBITION OF. 
CHEMICAL WEAPONS | 


The Organisation for the Probibition of 4 Chen tà 
Weapons (OPCW) is a new internatio H 
mament organisation based in The Ha 
Netherlands, with tbe objective ef. destr 
i existing stocks of chemical weapons an 
ting tbe use and Beie of this category of weapon of mass 4 
through the regular inspection of. chemical industries. Since tbe. 
established just over one year ago, the number of states which have pled, 
support it bas increased from 80 to 112, including all permanent. memi 
the UN Security Council, ee 






































New International Organisation based in The Hague, Net 


The OPCW is seeking suitable candidates for a. Gumo of vac anc 
rostering for future openings, in two main: areas of employme 







Information Systems - Fixed term contracts, i ini 
year period. 


Head of Network and Systems: Aiaia TER die 
Engineering, confirmed leadership skills and in deprh techni 
networking in secure environments. Experience in Windows. 

TNG, Lotus Notus, X25/X400. i 


Head of Administrative Information Management Section: U 

degree in computer science, mathematics or other related dor 
up to date technology and management. courses. Minimum. 1 
of progressively responsible professional experience in compu 
least 5 years of supery isoryiproject mnanagemerit. experience 


Information Systems - "Temporary Assistance « contrac 
year period. a 










































Business Analyst (Security Non-critical Systems)": Should | : iei niversi 
iia in- Business big mith Nose science or relate d dómai 









d Sc hedulez 


Conference Services - Fixed term contracts, incall for: 
year period. b^ 









Senior Linguist (S panisb J: Degree in Languages (translation and. interpreta- 
tion), ten years of continuous experience, preferably continuous, in translacion 
revision and interpretation, preferably within the UN system. Perfect command 
of Spanish (must be a native speakermother tongue), excellent. "knowledge ^f 
English and of one other language of the Organisation (Arabic, Chinese, Fendi, 
Russian). 




















Sentar ser dd ( In eic in sores: inicie. and. interpretation), :: 3 zm | 





one other aptis of the ioe s (€ hinese, French; Russi if ; Spi 






Linguist (E nglish): Degree in Languages (translation and i interpre: 
years of continuous experience, preferably continuous, in translation and 
pretation, preferably within the UN system. Perfect command ot fi 
be a native speakermother tongue), excellent knowledge of two oi 
of the Organisation (Arabic, Chinese, French, “Russian, Spanish) 






















Linguist (Chinese): Degree in Languages (trafslation and i interpr 
years of continuous experience, preferably continuous, in translation: ‘anc ‘deters. | 
pretation, preferably within the UN system. Perfect command of Chinese (must. . 
be a native speakermother tongue), excellent knowledge of English and ofóne. 
other language of the Organisation (Arabic, French, Russian, Spanish). | Ux 














Remuneration and conditions of employment are excellent. Tax-free remunera- 
tion, includes assignment grant, travel and removal on appointment and on sepa- - 
ration, home leave, tax- free vehicle, education grant, rental subsidy, provident 
fund, health insurance etc. 

Only candidates who are citizens of a Member State of che Organisation will be 
considered for employment by the OPCW, which is an equal opportunity, 
employer. 
Information about the OPCW, including an up-to-date list of current Member 
States as well as the appropriate application forms (which cannot be filled 
electronically) may be found in the OPCW website http://www w.opcw.org. | — 
Enquiries about the above vacancies are to be directed to Head of Recruitment, 
fax 31-70-4163790, internet recruitment @opew.org, who will provide detailed x 
information about each vacancy. x. 










































IGO Field Manager 


The Know How Fund (KHF) within the Department for 
international Development is the channel for British 
Government Technical Assistance for the countries of 
Central and Eastern Europe and Central Asia. The KHF 
provides support to these countries as they move 
towards a market economy and pluralist democracy. 
Central! to this support is the recognition and promotion 
of the interests of all their peopte. 
































Closing date for receipt of completed applications is 
12 September 1998. 







Applicants can obtain full Terms of Reference from 
Tom McEnroe, Contracts Branch, DFID, Abercrombie 
House, Eaglesharn Road, East Kilbride, Glasgow, G75 
SEA (e-mail address t-mcenroe@dfid.gtnet.gov.uk) and 
are invited to submit a brief one-two page response to 
the Terms of Reference along with their CVs to DFID, 
East Kilbride. 


























DFID is committed to a policy of qual opportunities 
and applications for this post are sought from both 
men and women. 

















| now y 

Department for : Í 
international 
Development 










| EHE 


NTER (TIONAL CALLS! 


RATES TO ET E us: | E. 
JU.K......... IC Most new customers are 

; jFrance...... 25€ referred by satisfied 
Germany ....22€| NewWorld users 

|ltaly * » » » 255 32€ "m o 
 |Netherlands..25€| . pated 20% by 

| Switzerland. . 266 . 

|Brazil....... 63€. Muinérous Special Services Included 


E Malaysia 2... 49€ - No Extra Charge - 


















Business to Business agents welcome 
201-287-8400 





FELECO MB EHS CATIBAS 









1402 TEANECK ROAD « SUITE. Lid + TEANECK, NEW JERSEY « O7666 > USA 


The Know How Fund (KHF) invites applications for the new post of Field 

Manager for the voluntary sector in Bulgaria, Hungary, Slovakia, Romania and 

the Czech Republic. The purpose of the post is to improve the technical 

assistance the Know How Fund is able to provide to support the 

development of the voluntary sector in these countries. The Field Manager 

will be responsible for managing and co-ordinating KHF technical support, and 

in particular: 

* advice on policy development for voluntary sector projects; 

« advice on the allocation of resources to support these projects; 

- identification and subrnission of potential projects forconsideration by the 
KHF, and, if approved, effective project design; 

- management and support of contracted consultants; 

monitoring projects to schedules agreed with the KHF. 


Qualifications 





The Field Manager must be able to develop and maintain a good network of 
contacts and collaborative relationships. Key stakeholders will include the 
KHF in London, KHF sections in British Embassies overseas; NGOs both 
locally and in the UK; other donors; local communities; and other 
organisations in both the public and private sectors with an interest in the 
development of the voluntary sector. 


The Field Manager will have experience of the target countries or region and 
be able to demonstrate knowledge of, and sensitivity to, the historical and 
political context of the KHF's work. Knowledge of one or more of the 
languages of the countries concerned would be an advantage. The Field 
Manager must have demonstrably good knowledge of the voluntary sector 
both in the UK and in Central and Eastern Europe. 








Terms of Appointment 


The contract will start in October 1998 and will involve up to 188 days 
consultancy over a period of 12 months in the first instance. The Field 
Manager will be UK-based with frequent travel to the region. 
















For information on BUSINESS CENTRES OF THE FUTURE 
please visit our web site at http:\\www.options.com.cy 


P.O.Box 7413, Micosia 1645, Cyprus 
Teb +357 2 775596, +357 2 779800, Fax: +357 2 781114 
Email: centres@options.com.cy 
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or contact the Conference Secretariat at: Options Congresses Lid 


$, a United Nations Environment Progra mme 
y Ak Leaf pa pleje . SARERA 
k PAEOBAMMS fus MAIORES AREG Te LEMNHEDNNEMENT - RRR AMA DE LAS NALSENES UNDAE PARA EL MEDI AMBIENTE 


BAL ENVIRONMENT | FACILITY COORDINATING OFFICE 


ited Nations Environment Programme (UNEP) is seeking candidates for 

fessional posts for its Global Environment Facility (GEF) Coordinating 

located in Nairobi, Kenya. The GEF is a financial mechanism that provides 

o developing countries and countries with economies in transition for 

s and activities in the fields of Climate Change, Biological Diversity, 

tional Waters and Protection of the Ozone Layer. UNEP"s primary role lies 

catalysing the development of scientific and technical analyses, advancing 

ronmental management and providing guidance in global international 

vironment agreements. UNEP*s GEF Coordinating Office provides overall 

nanagerial, administrative, technical and communications puppan for UNEP”s 

GEF- work. programme. 

x is at P-3 level are: 

ogramme Officer (Biological Diversity) with particular éspondibili in cross- 

iés including land degradation as they relate to bones diversity 

NNOUNCEMENT NUMBER NA-98-31); 


ogramme Officer {international Waters) (VACANCY ANNOUNCEMENT 
ER NA-98-32 


Salary. (net per annum) plus Post Adjustment in US Dollars: (a) at dacendenby rate 

43,326.00 plus 8,881 .83 (post adjustment) and at single rate - 40,419.00 plus 

;;].. 8,285.90 (post adjustment), with 30 days paid leave every year; education grant 

-Fup to $9,750 per child per academic year for expatriates (Pos. adjustment is 
. Subject to change because of cost of living fluctuation). 


‘The successful applicants will work closely with the respective Seni ior Programme 
Officers in planning, development and oversight of UNEP"s. portfolio in these two 

areas, Experience in intemational, regional and multi-country project development 
and management and familiarity with GEF operátions an advantage. 


Applications for the positions should be received by 1st September 1998. Copies 
of the vacancy announcements with descriptions of job qualifications may be 
obtained from, and detailed curriculum vitae including date of birth, nationality, 
educational qualifications should be sent to: Chief, Recruitment Section, Human 
Resource Management Service, United Nations Office at Nairobi, (UNON), P.O. 
Box 87578, Nairobi, Kenya, Facsimile (254 2) 62 41 34/62 26 15/62 26 24 


PLEASE QUOTE VACANCY ANNOUNCEMENT NUMBERS | IN ALL 
CORRESPONDENSE: 


(CONFERENCES _ | 


Africa Economie Forni 98 


The Window for investment, ` 
Trade and Infrastructure Development, 
Washington, D.C. 


Wednesday and Thursday, October 7 and 8, 1998 
Mayflower Hotel 
1127 Connecticut Ave, N.W. 
Washington D.C. 20036 


Organized By: 
Organisation of African Unity/AEC, United Nations Industrial Dean 
— Organisation, World Travel and Tourism Council New Africa Advisors, 
'US-Africa Chamber of Commerce, The World Bank Group, ars 


' onenek Agenda and Topics 
Day One: 


AM Opening Session + FORUM ONE: Scenarios for Cooperation with Africa on investment, | 


ade and Related Issues * Lunch with Keynote Speakers - Two African Presidents 


FORUM TWO: Positive Trends in Africa: Emerging Markets, Prospec ts and Challenges | 


ORUM THREE: Overview of Sectorial Business Opportunities in Afric a 
H eception * Private Sector Award. 
i Day Two: 
| WM Opening Session * FORUM ONE: One-on-One Business + FORUM TWO: Overview 
of infrastructure + Business Opportunities in Africa * Lunch with African Presidents 
e FORUM THREE: Business Forum: One-on-One Match Making on Pre-identified 
. Investment Projects « FORUM FOUR: Establishing the Environment for Sustainable 
“Development » Closing Session Highlights of Recommendations of Fora * Press 
Conference. 


1 Special Focus On: : 
=] Various African Countries from West, East, North and Southern Ape a * One-on-One 
od) 0. Business Match Making « Existing Mechanism to Facilitate investment and 
l fade Flows to Africa. 
pecial Invited Guests, Participants ánd Keynote Speakers: : 
President * Vice-President « Secretary Generals * Director Generals e Cabinet 
Members * Members of Congress * finance and Trade Ministers e CEOs of Major 
Corporations * International Financial Institutions e Heads of International 
Organization + Special Guests e ' Consultants, etc. 


For more information contact: 


U.S.-Africa Chamber of Commerce 
1899 L. Street R Wa Fifth Floor, Washington, D.C. 20036 
20 . ; Fax: (202) 331-1809: 
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THE ROTHSCHILD SCHOLARSHIP. 
1999/2000 


St Antony’s College, Oxford University | 


Nationals of countries of the former Soviet Unión are. |. 
invited to apply for a Scholarship which will enable a E 
postgraduate student to take a two-year M.Phil degree in^ ^ 
economics at St Antony's College at the University of ~ 
Oxford. The Scholarship is provided by NM Rothschild 

& Sons and covers the student's university. and college 
fees plus a grant of £6, 700 towards living « costs. | 


Applicants should have a first degree, pufenbby. à W 

economics, and will be required to provide test > 
certificates and marks gained for the Graduate Record e 
Examination (GRE) in economics which will be held c on VUE 
p December 1998. Candidates must make their own = 
arrangements for taking the examination and must also Meta 
provide proof of proficiency in the English language. - = 


For an application form and further information, sea RETA bt 


contact the College Secretary, St Antony's College; 
Oxford OX2 6]F, United Kingdom, not later thi 3e 
September 1998. ; 


on-demand | | 


The only conference nt y 
Simple, do- it-yourself conferencing f 
30 people from the innovator in. 
inexpensive telephone conferencing. 


No operators, reservations, Or surcharges. _ 
Only your normal long-distance charges apply. 
Call the above number for instructions/use.- | 


www.ripplecomm.com | USA: 1-702-831 -4064 











TYPICAL INCORPORATING FEES 


Delaware $199.00 
Wyoming $285.99 | 
Nevada $380.00 
Utah $270.00 


* Corporations and LLCs 

* Free name reservation 

* Personal assets shielded 

e Confidential and cost effective 
* Full registered agent services 


FAX: 302-421-5753 TEL: 302-421-5750 


eee scia Ltd. 


E Mail: corp dca.net 
hein Site: www. incusa.c com 


f your qualifications, sachet obligation. 
Firm welcomes collaborations with qualified age 


LAW OFFICES OF COLIN R. — Attorney 


Canadian Citizenship & Immigration 
510-4999 Ste-Catherine St. West 
Montreal, QC, Canada, H3Z 1T3 


"Canada's leading internet law firm" 
World Wide Web Site: http://www.singer. cal 


=, 





The Original 


kallback: 


e No Deposit 
e No Miminum 


New lower 
fates! 


* instant Activation 
* ideal for Home, Office, 


e No Set Up Fees Hotels and Mobile Phones | 





| "Callers get dependable, high-quality service" 


The international Heraid Tribune 
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Super International 
Telephone Rates! 
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IMMIGRATION TO CANADA 


RATE IN USA 


CHAIT AMYOT 
Barristers & Solicitors (Founded 1928) 


Repatable Canadian law firm provides acsessment.of yaur f 
chances of success. FEES BASED ON RESULY| 
Fees are payable only if an imnigrant Visa is actually f 


beeg and not otherwise, 
forward your resume tx 
CHAIT AMYOT Immigration Division, 
i Place Ville-Marie, Suite 1900, Montreal, Canada, 
H3B 2C3. Tei; (514j 879-1353, Pax: 879-1460, 
E Mail.deomeióchait-amvolca 


BUSINESS PLANS 
Customized Business Plans For | 
*SBA + Venture Capital 

* Private Loans 
Written by Corporate Attorney 


1-800-963-2453 


Call for quotations 


For an ASSESSMENT, | 



















US. GREEN CARD (NO JOB OFFER) 
Provisions m US. Immigration law may make yon 
eligible for a U.S. GREEN CARD without needing x job 
offer. If vou are an experienced businessman of 
professional, please fax your C V, resume, or list af 
qualifications for review to 
Law Offices of 
DOBKIN & SHERMAN, P.C. 

32901 Middlebelt Road, Suite 500 

Farmingion Hills, MI 48334 USA, 
Tei. (245) 853 8600 Fax (248) 853-9758 E-mail xgreencarditant com 
















HANDWRITING 
ANALYSIS 


Examiner of disputed and 
anonymous documents. Also 

aptitude/character assessment 

for recruitment purposes. 

Phillippa Lavell FAE 
9 Village Close 

London NW3 5AH 
| Tel: 0171-794 6060 Fax: 0171-431 4699 
















Ei Fiction, non fiction, Biography, Religious 


l| WRITE OR SEND YOUR MANUSCRIPT TO:- 


fl2. OLD BROMPTON ED. LONDON SW7 300 | 


FREE CASH GRANTS! College 
Scholarships. Business. Medical bills 
Never Repay. Toll Free 1-800-218 
9000 Ext. G-4265 US Only. 





GOVT FORECLOSED homes from 
pennies on $1. Delinquent Tax, 
Repos, REO's. Your Area. Toll Free 
(1) 800-218-9000 Ext H-4265 fot 
current listings. 





2ND PASSPORTS / Driver's Licences 
/ Degrees / Camouflage Passports / 13 
Countries / Secret Bank A/Cs / Awards. 
GMC, Fax +3120-5241407; E-Mail: 
100413.3245@compuserve.com: 

http //Awww.giobal-money.corn 


IMMIGRATE TO CANADA 
“We Can Help” 


25 Years Experience in ienigration Matters 
The law firm of Somjen & Peterson 


http://www,somjes.com 
Email: somjendisomjen.com 
Suite 1), 1240 Bay Street, 
Toronto, Ontario, Canada, MSR 2A7 
Tek (416)922 SORS — Fax: (4161922 4234 
“We Can Help" 





I NEW AUTHORS 
| PUBLISH YOUR WORK 
ALL SUBJECTS CONSIDERED: 







Poetry, Childrens, 
AUTHORS WORLD-WIDE INVITED. 
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Save 30-70% on 1 International Calls. 


“Justice rated ihi in 


igor International 


Teiecommunications Association. 


Business, residential, 
and cellular savings. 


Earn Free air travel with 
WorldMiles program. 


* Join the prestigious 
Justice Agent program. 


TECHNOLOGY CORPORATION 


It's just what you're looking for. 


Mention this ad for a sign-up bonus. Agent inquiries welcome, 


1-310-526-2206 










Laity & SERVIOE Se 

"" Modem. comfortable | "v 

Serviced ae offering Best Value tor Money. 
Unbeatabie location in South Kensington. 

2 person apartment from £70 per night 

4 person e oet from EnS par night 












Tourist nd Cami endod 
ASHBURN GARDEN APARTMENTS 
3 Ashburn os London SW7 4DG UK 
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1-310-526-2100 fax 








www. justicecorp.com 


[SWITZERLAND 


Lake Geneva & Alps 


| Attractive properties, overlooking views, 1 to 
9 bedrooms, from SFr 250000. Sale to Non- 
Swiss citizens authorized. Leading company $ 
established in 1975. Experience. Discretion, 
REVAC S.A. 
52, Montbrillant, CH-1211 GENEVA 2. 
Tel. ind 22/34 1540 Fax 734 12 20. 
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CUT THE COST QF YOUR 
STAY IN LONDON 


Comfortable self-contained serviced studio flats 
in Knightsbridge near Harrods, fully equipped 
kitchen-dinette, bathroom, phone, satellite TV., 


central heating, elevator, maid service, resident WORLD WIDE 


manager. Suit 1-2 persons, Brochure by Air-Mail: 


Knightsbridge Service Apartments No. 1 OFFSHORE 


45 Ennismore Gardens, 





‘urtleTrader.com 
owww.turtletrader.com 
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'utures Trading Solutions 
 infoQturtletrader.com 

















212.504.8241 TEL: 0171 584. 4123. Fax: 0171 584 9058. COMPANY AND 
info@kstiats.demon.co.uk TAX PLANNING 











www.ksflats.demon.co.uk a 
SPECIALISTS "wren |]. 

Since 1975 out worldwide statf of SCE is one of the world’ § largest. tax 
over 275 multi-disciplined planning practices. Fully owned and 
| professionals including lawyers, operated by lawyers and accountants: 


oe START YOUR OWN ~~ 
IMPORT/EXPORT AGENCY 
No capital or exp. req. No risk. Work 
^fróm home. Part/Full time, Help Desk. 
















US. Company, No Taxes? 





* Established 1946. Clients in 120 countries. h | "Al chartered accountants, chartered Uu 
| Free Booklet. YES, YOU CAN! eee os. and SAGE have All our consultants are profession ily 
|. WADE WORLD TRADE It's easy. | provided confidential and cost trained and will ensure your affairs w 
Dept 2024 50 Burnhill Road Its fast. effective company formation in all be dealt with in an atmosphere. of 
Sey nb reenact | the major low tax areas. | utmost privacy and confidential 





Tel: +44 (0) 181 650 0180 (24hrs) It’s 100% private. 
Fax: +44 (0) 181 663 3212 


.. fitip//www.wadetrade.com It's 10096 legal. 
Ws ma i s 9a Fe omo am For FREE consultauon 
NUES — | andbrochure filled with 
surprising information, contact: 
GLOBAL BUSINESS SOLUTIONS, INC. 
Phone: USA+ (619) 578-7541 
Fox: USA+ (619) 578-0238 
E-mail: gbs@millennianet.com 


COMPANIES 


NOMINEE & MANAGEMENT SERVICES 
ue . AVAILABLE 




















WORLDWIDE OFFICES CAN] 
x PROVIDE: EY f 








2nd PASSPORTS 


| OFFSHORE COMPANIES ff 


For confidential, professional service, 
contact: 






€ COPYRIGHT & PATENT REGISTRATION M 
! ! | @ ASSET PROTECTION TRUSTS — | 
@ BAHAMAS WE de VESSEL'VACHT REGISTRATION 

© BELIZE M fe N/2ND CITIZENSHIP 
@ BV ISLANDS $500 fa 

@DELAWARELLC $495 E TIT 15 YEAR 
@ GIBRALTAR £250 B | Fr 
© HONG KONG $450 B & ANNUAL FEES 
@ HUNGARY S GUARANTEED 

@ IRELAND £225 $ à 
6 ISLE OF MAN PEE E For confidential & trendy advice please contact | 


@ JERSEY. Som | LONDON OFFICE 
SUC ME || 760-100 SYDNEY ST. 








Maritime International Ltd. 
P.O. Box WC166, Bay View Place, 
Crosbies 
St. John's, Antigua, West Indies 
Tel *1 (268) 461-2024 
Fax *1 (268) 462-2718 
Email: maritime) candw.ag 





















BVI £275 
FINANCIAL ADVISORS | GIBRALTAR £275 






ISLE OF MAN £275 @ MAURITIUS $500 
SAVE CLIENTS UP TO IRISH £275 e NEVIS Mind CHELSEA LONDON, 
50% ON BANK LOANS! | BAHAMAS — £275 @ SEYCHELLES $350 | SW3 6N 


| Other Jurisdictions & Offshore Banks | TEL: : EO 2214 
Available on Request ; FAX: + 171-873 9688. 


LUXEMBOURG - EVELINE KARLS x | 
Tel +352 224 286 Fax: 4352 224 287 a E mail: offshore@scigroup. com : 


FINLAND - JENNY KOMPULAINEN E FREEPHONE: 0800 262 856 : 


B Tel: +398 9 6969 2569 Fac «358969622566 Wo 
| HUNGARY - LASZLO KISS 85r (Econ) I WWW. scfgroup. com x 


Tei +36 1 351 9959 Fax 43613510058 M B | | 

5 VASSILIAD | DUBLIN OFFICE | 
CYPRUS - CHRISTODOLOS VASSIIADES Hl o7-29 LWR PEMBROKE ST, DUBLIN 2 | 

Tel: +357 2 473211 FAX; +357 2 463463 | TEL: + 353-1-662 1388 * 


w/COLLATERAL LOANS . OTHER JURISDICTIONS AVAILABLE 
PAY INTEREST ONLY. 
ENROLL IN OUR 
TRAINING PROGRAM. CREDIT CARDS APCEPTED 
try FIDUCIARY MANAGEMENT 
ERIC A. KLEIN,A i E SERVICES LIMITED 


INTERNATIONAL DEVELOPING i 43 WIMPOLE STREET 
ENTERPRISES AGENCY (IDEA) | LONDON WIM TAB 








PROFESSIONAL “SERVICE PROVIDED BY | 
IN HOUSE LAWYERS & ACCOUNTANTS 





















PHONE: (292) 761-0000 | SRSA EEIE | cromo, [ [| FAX: + 353-1-662 1554 
FAX: (212) 688-4442 (24 HRS) FAX: 0171 436 8188 HONG KONG - RAYMOND CHO! | | E n: vision dung iol.ie 


E-Mail: CoForm3@Fiduciary.Co.uk 
http www. — 


MBA MLIA (Dip) n (] | 
Tel: +852 25220172 Fax: +852 25211190 M i - i 
SHANGHAI - BART PERKER um B | Athens, Mem Lisbon, Mie Moscow, $ 


Tei: 4862162484355 Fax: 486216248 1421 | Nicosia & Sofia 


USA WEST COAST-AICS Utd E | : 
| KEVIN MIRECKl atomeyatiw EO For a free colour brochure on 
B tet +1714 864 3344 Fax: 1 7140866007 MBI Re O please fae 
For immediate Service & our Free 110 BI complete this coupon below: En 
Page Colour Brochure Contact: a z $ ms E 
ISLE OF MAN - C WFORSTER E E . Name 
OVERSEAS COMPANY 
Address 


e-malk:panglob@aol.com 













OFFENER < I 
KI TENIS E 


Since 1977. The ICSL Group has specialised in advising on the use of offshore 
companies and trusts to achieve personal and corporate tax savings. 


INTERNATIONAL TAX PLANNING 
We can provide innovative solutions to your complex tax problems. 
We can assist you in setting up and managing a structure to hel ip you achieve 
‘substantial tax savings. 













REGISTRATION AGENTS LTD 
PO Box 55, Ramsey, | 
isle of Man, Great Britain, 1M99 4EE M 
E-mail: economist world-mail.com 
TEL: «44 1624 815544 
FAX: «44 1624 817080 
LONDON - RICHARD COOK, BSc 
Tei: 444 171 355 1096 Fay: 444 171 423 4973 
15090027 CERTIFICATED 





To receive our explanatory booklet on offshore and iiteniatienat tax 
planning and trusts or to arrange a discussion, all free of obligation or 
charge, please contact your most convenient ICSL office. Alternatively, 
visit our. Web Site at http/www.ICSL.com. 
HONG KONG -- Simon Hanley LONDON - Peyman Zia 
Ye: $852 2542 1177 ras: +852 2545 0550 te: +44 174 493 4244 fax +44 171 491 0605 
emat hkGICSL com Emait: UK@ICSL.com 
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Japan NER ES -3701 -14 405 
Netherlands +49 +4201 436 434 
Spain QUE + 37 Oi 438 + 38 
Sweden +78 +41 02 428 + 30 


United States + 14 +35 Q2 +33 4 23 


rate 4.7% in luly. **May-Jul. 


decline of 0.3% in real terms. 











ment rates among young people are gener- 
ally much higher than total jobless rates. 

They are particularly high in countries 
with heavy labour-market restrictions. 
Companies are loth to hire untested and 
less productive young people when high 


it expensive, and job-protection laws 
make them hard to fire. Spain's youth job- 
lessness rate is 39% and France's is 28.1%. 
The OECD average unemployment rate for 
people aged between 15 and 24 was 13.4% 
last year, down from 13.9% in 1996, but 
much higher than the rate of 11.6% in 1990. 
Yet some countries are making a dent in 
youth unemployment. Denmark's rate is 
down to 8.1% from 11.5% in 1990, and the 
Netherlands’ has fallen from 11.1% to 9.7%. 
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*Not seasonally adjusted. * Average of latest 3 months compared with average of previous 3 months, at annual rate. tNew series, SApr-Jun; claimant count 
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PRICES AND WAGES America’s annual rate of consumer-price inflation stayed at 1.7% in 
July; Britain's slowed to 3.5%. In the year to July, producer prices fell 0.3% in America, 2.0% in 
Germany and 1.5% in Switzerland. Japanese workers’ pay was down 0.2% in the year toJune,a 


% change at annual rate The Economist poll 
Consumer prices* consumer prices forecast 
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i Crude oil North $ea Brent 
| $perbarel 1265 


s. Smths! 1year —  — 1998 — 199 81. 
Australia — +24 407 Q + 1.1 ub 
Austria — ni « 09 ul * 12 | 
Belgium — . «31 «104 — 14 «17 — +01 EOI may + 33 
Britain — +52 +35 mi 4.32 +28 +03 w +68 
Canada +15 +103 +13 418 -04 -03 be 
Denmark — +33 + 17 m +20 426 +10 -0l. 
France E +09 408 jul a + 10 PAS. unl) ie] un 
Germany +24 4 09 _+tl +16 — 11-40 -201 
Haly IS * 18 à. * 18 *22 ——— - 08 «04 un 
Japan — — 20 lie — *03 -02 = 
Netherlands — - 117 «20 4 — 22 +25 234 109s +24 
Sn  — — tr 19. «224 . «20 25 12 —02A4 "32 
Sweden _ na + 0.6 Ju + 6 
Switzerland -08 + 04 jul + 02 
United States +23 417 ial £17 
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Œ JOBLESS YOUNGSTERS Unemploy- 





minimum wages and payroll taxes make 








i | COMMODITY PRICE INDEX 
: BS After falling by a third this 
year, nickel prices on the London Metal 
Exchange dipped to $4,000 a tonne this 
week, their lowest for 115 years. Specula- - 





| tors sold the metal after Russia let the rou- 
_ ble slip, fearing an export surge to earn 
| hard currency. The world market is al- 


ready depressed by overproduction and a 
fall in Asian demand for stainless steel; in 
Japan orders for stainless steel fell by 23% 
in the year to June. Since Russia already 
exports 8096 of its nickel output and No- 
rilsk, the biggest producer, is operating at 
90% of capacity, the country does not have 


; much more metal to export. But the falling 


rouble may make it worthwhile to export 
more nickel-bearing steel scrap. 


19902100 % changeon | 
Aug Aug Aug one . one ^| 
cuoc UII... NIA man yew 


Dollar index 


| Aliems — 904 — 899 — 889 - 37 -219 


food ^ 1046 1039 1021 - 42 -213 
industrials 
All 7RD 77.7 77.9 ~ $1 —-224 


Mmana a n a nna unana i ra eri e i aA a aa ae per ar rr aere eq arra a fy a e aA PAN M ARA AMAN EPA ere 


TU meme ae a a TI HH WNP P rer mera tta ah ao ja e a rere rr Apa i SAN rema maar hl 


| Metals ^ 68.9 68.2 687 - 43 -245 
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| Sterling index 
| AIL items 98.8 98.2 98.2 -— 18 -224 


food ^ 1144 1136 1127 - 24 -219 
Industrials pi LE mE 
Al — — 852 — 849 856 - 12 -229 
.Níaf ^ 1017 ^ 1020 1017 + 03 -202 
Met — 753 — 745 ^ 759 - 25 -280 | 
SDRindx 
All items — 924 — 922 914 - 27 -196 
Food 1070 1066 1049 - 32 -190 
a 068..1099 32 T8 0 
Al 55106 796 9G - 21 -201 
Nabe 951 957 946 - 05 -173 


eret esteem iren e t n nene i t emen nn WI enhan aaia nane a STI Herrin 


1188 — 1218 - 32 -366 
* Provisional. È Non-food agriculturals. t Revised. 
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» price indices % changeon  ć  ć 

1998 one one record Dec 31st 1997 

Aug 19th high low week year high in local in $ 
currency terms 
ustralia 2,636.1 2,8814 2,524.9 * 33 +02 -85 + 07  - 78 
Austria 1,389.3 1,628.6 1,245.7 - 0.7 d 49-9 S00 —— 13 21 
Belgium 34761 36321 24050 + 19 £434 - 43 + 437 «434. 
Britain 56943 61790 5,0688 + 42 ‘148°. — 78 + 109 +93 
Canada 65118 7,8223 62400 + 03 439 4658. = 2H -- 83. 
Denmark 693.2 7788 | 6595 * 34 «95 -110 + 25 24 
| France 2,254 — 2,997 18731 + 36 £348 ——— - 62 + 350 4345 
| Germany 55964 61714 40873 * 36 +325 - 93 + 317 +315 
| italy 15144 16544 10532 * 45 +673 - 85 + 438 — 4432. 
| Japan 15,406.3 17,264.3 — 146644 + 0.2 -200 -604 + 10  - 88 
| Ne 1,199.9 1,315.6 892.0 + 44 + 25.0 - 88 + 313 +31.1 
| 892.0 9476 6326 + 29 +502 - - 59  « 410 4407. 
| 35825 3,9556 2,853.1 + 35 +105 - 94 + 194 +159 
77876 8412.0 6062 4024 4369 - 74 + 243 +200 
8,693.3 9,3380 7,580.4 * 16 +84 - 69 + 99 +99 
10457 1,143.0 896.5 +93 > - 85 + 116 £116. 















Interest rates 96 p.a. (Aug 19th 1998) 























^| TRADE. EXCHANGE RATES AND RESERVES America's visible-trade deficit fell in June for the first time in nine months to $209 bil. 


America saw the biggest volume of domes- 


B PAYMENT FLOWS The amount of» 
money sloshing between banks and com- - 
panies in the world’s largest economies is ` 
expected to grow rapidly over the next few | 
years. According to a new study of global |. 
payments within and between countries | 
by Boston Consulting Group, in 1995 (the 

latest year for which figures are available) - 
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tic non-cash payments (card and cheque | 
transactions, wire transfers and so on), fol- 5 
lowed by Japan. Of the countries in the | 
chart, Japan has the highest level of do- 
mestic payments relative to the size of its 
economy, China the lowest. But China is - 
set to experience the most rapid growth.In | 
1995 the equivalent of $2.1 trillion was 
moved within its borders. By 2005, the fig- 
ure is expected to rise to $290 trillion. | 
Only in Canada is the level expected to - 
fall, from $18.7 trillion to $17.6 trillion. 
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| Money supply* , ] | 

BE % rise on year ago over- 3-mth money market banks bond yields Eurocurrency | 

il narrow broad night atest — yearago | prime — gov't! corporate — 3 mths bonds | 
a Australia 4103 55 un 5.00 —— 512 470 | 875 554 610 519 540 __ 

| Belgium — — «36 +51 ap — 343 — 288 à— à 350 . 725 465 990 —.— 353 418 | 

| Britain — 58 #003 — 741 — 769 ^ 719 850 563 607 761 $613 

Canada 1126 +49 Jn 468 4.92 307 — 650 560 602 503 553 | 

| Denmark na 437 jn 380 407 3164 | 675 470 702  : 413  459** | 

| Frame . +102 +51 tun — 3.38 3.50 332 . 655 451 482 352 415 | 

| many +50 +42 wi — 337 350 328 |  — 490 — 438 452 ^ 347 412 | 

j|] may — +85 411.2 un 5.06 488 681 788 479 5.07 483 446 | 
c] Japan. — +83  *35 x4 039 0.63 049 . 163 149 125 O75 092  . 
^| Netherlands +71 +74 Ap — 332 336 334 525 451 492 344 413 
| | Spain. +114 +17 iun 4.65 435. 533 | 700 468 497 436 426 | 

: | na +28 xn 400 422 416 520. 472 491 425 453 | as a multiple 

| Switzerland +56 «0.8 Jun 169 188  — 150 | 363 292 317 169 237 | of GDP, 1995 
| United States +09 «101 un 547 548 558 850 541 666 563 536 | 

i T Ten-year bond rates (United States 30-year 5.56%, Japan No. 182 1 20%). ** Aug 12th. | | 

| Narrow: MT. -except Britain MO, broad: M2 or M3 except Britain Må. Sources: ‘Banco Ambioveneto, Banco Bilbao Vizcaya, Belgian Bankers’ Assn, Chase | 

EC. ‘Manhattan, CA IB Investment Bank, Commerzbank, Crédit Lyonnais, Credit Suisse First Boston. Den Danske, Deutsche, Generale, J.P. Morgan, Paribas, Rayal | 

| -Bank of Canada, SE-Banken, Svenska Handelsbanken, WEFA Group, Westpac, DatastreamáCv. Rates cannot be construed as banks’ offers. i 
2 | ————————————— €: DON DRUREDERGMU E MIRI ee Me 









MINOS ors Mc cic Ne dE ek DO AE BA SN rae crise, PPM RETURN m TERT ENT, 
* Australia, Britain, France, Canada, Japan and United States imports fob, exports fob. Alt others cif/fob. t1990=100, Bank of England. t£xcluding goid, IMF definition. 


Exchange rate 


Currency units per $ 


lion, mainly because Asian imports were cheaper. But the 12-month deficit increased to $219.7 billion. The yen rose by 1.4% against the T 
dollar in the week ending August 19th; the p-mark fell 1.7%. 


Trade balance*, $bn Current account , $bn. 
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Currency units Foreign: — sbn . 
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per per — per. latest year ago | 
DM ecu euros - xs es 
0.93 184 1,85 14.8 jun 15.7 
7.04 139 1386 198 jun 206 
20.6 40.7 40.60 197 jun 16.8 
0.34 668 069 30!Ma — 2352 
T 249 085 168 169 19.8 jn. — Fi t 
I77306.. . MIL 39) I $53 .. . 167 hn — 167 
7... 939 335 661 660 365p 302 
EX INE ee MENU MNECNEMG |; M CÓ 
4806 28/9 986 1946 1950 46.7 wn 422 
79.9 158 156 2058 May 220.6 
Oo io. D NE 2i aum Nr 
207983- .. W5] e 848. 167 167 £672 hn 634 — 
4.54 896 8.96 12.7 iun 14.3 
0.84 1.60 | 164 348 in 35.0 
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latest latest 12 latest 12 mths - trade-weighted! Aug 19th year ago per 
month months e Aug 19th year ago £ 
Australia - 049 nm - 24 - 146 Q1 817 942 1.68 1.35 2.72 
Austria - 1.29 Q155 - 49 - 32 May 1034 1018 12.7 13.0 20.5 
| Belgium + 0.87 ian + 11.6 +135 Ma ——— 1028 1011 374 38.3 60.2 
| - Britain ~ 304 May ~ 26.6 - 020 3043 1023 0.62 0.63 - ~ 
| Canada + 1.05 iun +123 - 11.2 Q 775 84.4 1.53 1.39 249 
| - Denmark + 0.07 May + 3.0 + 050 105.9 103.5 6.86 7.06 11.11 
| France + 241 May + 302 + 39.7 May 106.3 1037 604 624 979 
^] Germany + 5.41 jun + 735 + 2.3 Jun 104.5 101.8 1.80 1.85 2.92 
| ftaly + 274 May + 269 + 30.5 Mar 762 157 1,776 1,806 2,879 
| Japan + 9.70 jne +116.1 +111.2 June 1084 132.5 144118 233 
| Netherlands + 1.13 Maj$$ + 16.2 _ + 22.1 Q4 (1022 100.5 (203 209 3.29 
| Spain ~ 1.60 May - 193 + 7.1 May 772 76.3 153 157 248 
| Sweden + 152 jun + 174 + 5.5 May 83:3 84.7 8.18 8.08 13.3 
| Switzerland + 0.13 Apr + 02 + 21.1 Q "105.4 105.1 NE 1.52 2.45 
United States -20.92 jn — -2197 -1654 Q1 1150 —— 1065 - - 1.62 
i 


SForward rates for delivery January 1st 1999, calculated by J.P. Morgan. $8Not seasonally adjusted. 
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GOVERNMENT DEBT DEFAULT De- 


spite Asia's financial turmoil, the value of 
global sovereign debt in default fell again 
in 1997, to $77 billion, down from a peak 
of $332 billion in 1990. A survey by Stan- 
dard & Poor's, a credit-rating agency, also 
shows that the number of issuers in de- 
fault dropped to 37, the lowest level since 
1982. On the basis of settlements already 
completed, sàr expects the value of de- 
faulted debt to fall further this year. Even 
SO, S&P estimates that the average default 
rate (as a percentage of all issuers) in the 
1990s will be the highest in any decade 
since the 1830s. 





Several long-standing debt defaults were 
setttled in 1997. The biggest was in Russia: 
$31 billion of foreign-currency debt in de- 
fault since 1992 was extinguished in De- 
cember through a Brady-style debt ex- 
change. This week Russia declared a 
moratorium on some of its foreign debt, 
but this does not cover debt issued by the 
government. On August 18th sap down- 
graded the Russian government's foreign- 
currency credit rating to ccc from B+. So 
far in 1998, downgrades are outpacing up- 
grades by a factor of 8 to 1. 
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ECONOMY Russia's GDP slumped by 1.6% in n leaving it 4.5% down on a year earlier. Its 
trade surplus narrowed to $11.9 billion in June, less than half its value a year earlier. Israel's 
GDP growth quickened to 2% in the year to the second quarter. Its 12-month consumer-price 


inflation declined to 3% in July, its lowest rate for nearly 30 years. 























% change on year earlier Latest 12 months, $bn nm 
“GDP industrial Consumer Trade Current _ 
production prices balance account 
China *68Q + 7.9 Jw 1.3 fuo £450 un — ..*24.6 1997 140.99 à — — 120.935 — 
Hong Kong — - 2.8 a: a : 40 un -168 X = 6.1 19970 
India + 43 977 04 52 un * 105 May - 72 un - 62 1997" E: | 
Indonesia — 6.2018 +107% * 720i *177 Ww -580 180 km. 
Malaysia —— - 18qQ - 60.» + 58m 64/5  - 48 1997 — 1:268, V. 
Philippines + 170! — -118 dr — * 106 MB — - 68 xn - 35Q | 
Singapore — « 1692 - 094  - 024» - 05x» 413601 719* 
South Korea — - 38Q! -133 i + 73i 4247). +234 Jun hin 
Taiwan “+590 +5400 + 09m + 5. hi #5701 833 | 
Thailand ~ 04:9 — -175 ww + 100 +48 may 4299 | 
Argentina + 6909 + 5.9 jun + 1295 = 6.1 wn -11 290 228 m 197 
Brazil ———— «110 * 024m + 4lm —— - 64x —-325Q 714 My 57 
Chile ^ -72aQ - 36 m + 531 -31h»  -51qQ8 151» 10 
Colombia + 57q! — * 19 Mw + 2039 — - Jl — - 55 wr 87 
Mexico + 660 + 70m + 154a - 45 un 10701 307 tum 
Venezuela — 4 5.1 9 na + 381 ——« 95 Mx + 60 197 
Greece + 3.5 1997 + 8.9 Ap + 5.2 a -18.1 fer ~ 48 Feb aul 
israel —  — «209 — -O3ww + 30/4 (0-67 — -310 213 Wwe 
Portugal + 37 1957" + 78 ww — * 315 — -103 A» — - 65 may 155 May 
South Africa + 1.00) -16w + 52m + 1554»  - 199 ay 0 37 
Turkey + 720: + 24nn + 854 —-222 Av — - 24 Mar 
Czech Republic — 0.9 93 + 50 xn + 1044 —— 2944 — - 350 
iue — dian a I ee 
Poland +650 * AT an + 122 -116 — - Alu 243 am 194 
Rusia .— — - 45/4 -2554»  * 424 5119 n +33% | 





FINANCIAL MARKETS Russia's economic woes deepened in the week to August 19th as 
the sinking of the rouble helped push its stockmarket down by 16.6%. Singapore lost 7.396a$. | 
its currency weakened and Russia's troubles unnerved investors. Caracas lost 5.3% thanks to 


Foreign reserves, $bn 


political worries and falling oil prices; it is now down nearly 60% this year. 














Currency units interest rates Stockmarkets | 
pers per £ short-term Aug 19th 
Aug 19th year at ago Aug 19th 96 p.a. one 
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pM f c NM AAP RETIRE TE ttt a a ee a eea aa ARRIBA MA 


Latest Year ago 
140.993 tun 120.9 
96.4 Way 666 
240 à — — 263. 
18.0 iun 203 
19.7 May 263 
9.3 Apr 102 
71.9! say 80.47 
40.8 iun 34.1 
83.3 jun 90.0 
26.7 May 32 
22.8 tun 19.7 
714 May 57.5 
15.1 iun 17.0 
&.7 jun 9.9 
30.7 iun 238 — 
12.6 jun 132 
18.7 dn 15.4 
21.3 jon 17.9 
155 May 15.3 
5.3 May 3.7 
26.5 jun 16.1 
10.8 jun 10.8 
10.1 Agr 8.0 
24.3 Wm 19.4 
11.2. im 204 — 


% change : on 
Dec 31st XL M 
in local - dn $ 
currency. 
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Taiwan 
Thailand 
Argentina 























Israel — 5 ..369 353 ^ 599 ^ 750 Mes 11 +. 88 + 52 
Portugal 184 188 299 434 ^ 54568 +22 F 440 
South Africa 634 475 1028 1983. 63844 + = f 
Turkey 276,850 166,085 448,820 6800 ~ 33586 |^ $5  - 27  - 272 
Czech Republic 32.9 34.8 53.3 14.16 4598 ^ 4 
Hungary — 225 — 199 365 1650 7,1893 - 25  - 101  - 18 
Poland —— 361 351 585 - 4940... — 49071 4 02. 4 15. = 0X 
Russia i... 552.7 "Nose ^ai Ce e a 26s 


Russian Economic Trends. 
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4 + 98 
22 + 443 + 440 
0.8 + 29  - 210 
= $5 = 27 = 272 
08 | - 72 - 20 
25  - 101  - 184 
0.2 + 16 - 07 
6.6 - 773 | - 805 


. Sources: National statistics offices, central banks and stock exchanges; DatastreanvIC V; EIU; Reuters: Warburg Dillon Read; J.P. Morgan; Hong. Kong 
| Monetary Authority; Centre for Monitoring Indian Economy; Bank Negara Indonesia; Mala 


yan Banking: Philippines National Economic and Development 
Authority; Hoare Govett Asia; FIEL; Baring Securities; Merrill Lynch; Bank 


Leumi Le-Israel; Standard Bank Group; Akbank; Bank Ekspres; veu Bank; 
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mA] Click a button, get the global weather. Click 
another button to do currency conversions. |f 
Click again: Language translations or information on 
our worldwide airport lounges. You'll even find health 
Le) tips for stressed-out executives. The new 


Diners Club website. It’s everything you need to 





get your next trip headed in the right direction. 


http://wwmw.dinersclub.com 
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For nearly 50 years, the Overseas Union Bank Group has 
been helping scores of companies and entrepreneurs 
launch successful ventures across Asia, Europe and 
America. With 74 offices in 16 countries, including the 


UK and US, we are the best-represented ASEAN bank 





in East Asia. As the fifth largest ASEAN bank in terms 
of Shareholders' Funds, we are totally committed to 


regional growth. As an investor, you'll benefit from our 


connections through our global network of offices. With 


OUB as your partner, you can think bigger. 


extensive knowledge, expertise and vast business 
OUB. TAKING THE LEAD IN REGIONAL BANKING. 


OVERSEAS UNION BANK 


B" 





The Shanghai Nine Sea Parkson Plaza, Shanghai, China 





Overseas Union Bank Limited 1 Raffles Place, OUB Centre, Singapore 048616. Tel: (65)533-8686, Fax: (65)535-5285. Website at http://www.oub.com.sg Shenzhen B 
Room 305, 3rd Floor, Century Plaza Hotel, Kin Chit Road, Shenzhen, Postal Code 518001, The People's Republic of China. Tel: (86)755-2322755, Fax: (86)755-23« 
Beijing Representative Office, No.3 Qian Men East Street, Beijing Capital Hotel, Beijing City, Postal Code 100006, The People's Republic of China. Tel: (B6)10-651299 
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3171, Fax: (86)10-65120324. Chengdu Representative Office, No. 1915 Shudu Mansion Hotel, 20 Shu Wa Bei San Street, Chengdu, Sichuan, Postal Code 610016, 
*ople's Republic of China. Tel: (86)28-6510481 ext 51915, Fax: (86)28-6747353. Hong Kong Main Branch, 5/F Edinburg Tower, 15 Queen's Road Central, Hong Kong 


$52)25211521, Fax: (852)28105506. Hong Kong Bonham Strand Branch, 38-40 Bonham Strand West, Hong Kong. Tel: (852)25458001, Fax: (852)28540675 
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The Passat. The new Volkswagen. 


clear victory for the Passat.” 
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Water is a vital resource for life. 


Ciba is a vita 








‘esource 
for treating water. 





_ From paper and mineral processing to municipal wastewater 
. treatment, Ciba adds value by providing clear solutions. 







| Necessar to life and commerce, water is becoming an increasingly valuable and strategic resource. 
sult, the treatment of water can provide stronger revenue streams than ever before. 


nise opportunities for consumers, our customers and our shareholders, Ciba Specialty Chemicals 


concentrate materials. The powerful combination of expert people, quality 
products, global reach and outstanding service positions us to meet 


growing market demands. 


As our world's need for clean water rises, so do our water treatment capabilities. 


M ee. 
oey Me M, 
Re al 00e; 
For more information about Ciba Specialty Chemicals, Ci ba 


visit our website at www.cibasc.com, fax +41 61 636 3019 in Switzerland 
or +44 127 441 7045 in the UK. Value beyond chemistry 
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QUALITY GERMAN ENGINEERING 


DOESN'T HAVE TO COME 
AT AN INFLATED PRICE g 


——À 


“Like the BMW and Mercedes, it is absolutely 
foolproof in its driving characteristics.” 
Result, “Passat: best performance, lowest price.” 


‘Source: ‘Auto Motor Und Sport’. Passat v BMW 3 series v Mercedes C-class. 


— € The Passat. The new Volkswagen. 
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LETTERS 


Victim: Kenya 


Sir—Madeleine Albright denies 
that Americans have been cal- 
lous in their conduct in Kenya 
(“After the bomb”, August 22nd). 
She is right, they have been 
worse—self-absorbed and foolish 
in handling the affair. What 
could have been an internation- 
al demonstration of mutual sup- 
port and sympathy at a time of 
tragedy has soured into anti- 
American recrimination. 

What would it have taken for 
America to win applause for à 
humanitarian response to the 
tragedy? Not much. Instead there 
were images of chaos and suffer- 
ing at Nairobi's main hospital, 
which used up its entire annual 
budget in dealing with the crisis, 
and grim accounts of Kenyans 
searching for loved ones among 
mutilated corpses heaped on 
concrete floors in the African 
heat. Meanwhile, an American 
aircraft medically equipped to 
evacuate 50 people left with three 
wounded Americans aboard— 
two of whom were walking. 

We are left with an image of a 
gigantic child, bawling indig- 
nantly at its injury, disregarding 
the collateral suffering of others. 
North Carlton, 
Australia 


— M 


Si&R—A more balanced and 
humane cover (August 15th) 
would have been not "Target: 
America" but "Target: America— 


JANE LOUDON 


Victim: Kenya”. 

Stanmore, 

Middlesex J. P.GoviNDIA 
— 
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Liver complaint 


SiR—Your article on Liverpool 
(August I5th) says that regenera- 
tion has been going on since at 
least 1981, has not yet succeeded 
and is, in some respects, making 
things worse. Here we note sourly 
that the Japanese recovered from 
two atomic bombs in less time 
than we have been able to recover 
from economic regeneration 
offered by the public sector. 
Other than North Korea, only 
Britain believes in using civil ser- 
vants to engineer prosperity. 
Here on Merseyside, Parkinson's 
Law runs wild. Hundreds of 
small, autonomous agencies act 
out a horrifying parody of busi- 
ness life, each with a budget and 
agenda, competing to manufac- 
ture targets, action plans, advice 
centres, bids, training, and inces- 
sant, incestuous meetings. 
Money is frittered away on 
schemes that guarantee not to 
create wealth-generating compa- 
nies. False-front prosperity is 
constructed in Potemkin villages 
for politicians to be pho- 
tographed in front of. Britain is 
one ofthe poorer countries in the 
EU in terms of Gp» per head. That 
poverty is concentrated in the 
regions. Out-of-control public 
policy is the reason. 
Liverpool SEAN MCHUGH 
a Í ` 


Mind your language 


SiR—1 detected a patronising 
touch in your article on Ahmad 
Samha (Face value, August 15th). 
In chronicling the fact that he fin- 
ished his formal education aged 
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15, you note that he "still speaks 
only Arabic" It is a regrettable 
fact that many well-educated 
businessmen in English-speak- 
ing countries speak only English. 


Bangor, 

Wales SHEELAGH WILLIAMS 
um CREE, 

Amtrak off the rails 


SiR—Amtrak's preservation of a 
1950s-style system (August 8th) 
shows that it squanders re- 
sources to meet political consid- 
erations while ignoring legiti- 
mate transport needs. Amtrak 
fails miserably in short-distance 
corridors where trains could be 
useful. Recently, Joseph Vranich, 
a former employee, showed in 
his book “Derailed” that many 
trains are slower than in the pre- 
Amtrak Truman era and some 
slower than in third-world coun- 
tries. Passengers sit aboard trains 
in rail yards as Amtrak attempts 
to generate revenue by shunting 
freight cars on and off their 
trains. A recently announced 
new service between Indianapo- 
lis and Chicago will take five 
hours and 20 minutes to cover 
184 miles (296 km). 

Many rail advocates in Ameri- 
ca have given up on Amtrak. I 
have helped to establish two 
organisations that have lobbied 
for Amtrak funding. 1 left both 
because Amtrak is a hopeless 
case. I have now joined the ranks 
of those who would liquidate 
Amtrak and franchise its best 


parts to private companies. 
Woodridge, 
Illinois KENNETH BIRD 


Str—You, like many Americans, 
say that Amtrak should be axed 
because it is not profitable. 
Amtrak is a socialised undertak- 
ing, owned and operated by the 
government. Why should it be 
held to be any different from 
other government-owned trans- 
port modes like public roads, the 
waterways system, public air- 
ports and air-traffic control? 

And why should rail passen- 
gers be any less subsidised than 
the motorist, the airline passen- 
ger or the bargeine shipper? 
Amtrak's losses, which are in the 
public eye, pale into insignifi- 
cance compared with the losses 
of these other transport systems, 
which are not. 


E-MAIL : letters&economist.com 


If anything about American 
transport policy deserves bash- 
ing it is the socialised infrastruc- 
ture with all the misallocation of 
resources associated with gov- 
ernment intervention. Transport 
in our modern-day economy is 
far too important to be left to the 
whims of politics. 





Keokuk, 

lowa R.L. TAYLOR 
ENERO. 

War against democracy 


Sir—The argument that Sri 
Lankans benefit from the war 
(August 8th) because it gives them 
employment in military-related 
industries is perverse. In fact, the 
Sri Lankan government could 
divert its resources away from the 
war to create other job opportu- 
nities for its war-weary citizens 
instead of investing indefinitely 
in the unending and ultimately 
unproductive death business. 

It would have been far more 
incisive to have pointed out—in 
relation to the government's 
postponement of local elec- 
tions—that the Sinhalese-led mil- 
itary is conveniently using the 
war to gradually assert itself over 
the country's democratic forces. 

Today it is provincial elec- 
tions that are cancelled, tomor- 
row it will be parliamentary elec- 
tions. The same excuse will be 
cited—inadequate security to 
hold elections with the army 
fighting in the north. 

London S.W.RAJA 


UNreconstructed 





SiR—"Politics this week" (August 
8th) mostly describes situations 
where minority groups based on 
ethnicity or religion are in con- 
flict. Your article on the United 
Nations describes an organisa- 
tion established to maintain the 
status quo in a world where lines 
on the map had been drawn by 
politicians without regard to the 
wishes ofthe inhabitants. 

Ifthe uw is ever able to reform 
itself, one of its principal purpos- 
es must be the analysis and 
reconstruction of those areas of 
the world where governments do 
not accede to the wishes of the 
inhabitants: Albanians, Kash- 
miris, Tamils, Kurds and most 
Africans. 

This may make funding of the 
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asing pace of change and continued new challenges i 
es on major organisations. To establish long-ter 
upport in the design and implementation of oper 
performance and culture by releasing the full potential of 



















g firms, Cambridge Management Consulting delivers me 
th employees at all levels of the client organisation, acros: 
usiness case, then using our proven implementation proc 
g improvement, we focus on helping change attitudes 
tion through on-the-job coaching and formal training. To 
usiness, systems integration expertise is available for deplo 










uing growth, we are seeking a number of outstanding indivi 
our global — ! 










donnen of the Training function, we are seeking to appoint a Head of Training. Th 
raining and i lal globally across the business. 





ve approach to training and development by understanding our unique holistic apy n 
ir ability to work with clients in a highly participative and interactive way and o: 
rthe multiple disciplines required to deliver great change programmes for our clien 


h that incorporates the human and technical dimensions of our business. 



















ementing measurement systems and processes. 

nd development framework to create world class consultants. 
implementing the training and development infrastructure and systems for a 
consultancy. 3 US 






| Te support the OW of the business sectors, we are seeking to recruit individuals capable of playing key roles within hel 


Cambridge Management Consulting Sector teams. Current sectors include Energy, Chemical, Automotive, . FMCG, Engineering a 
‘Transportation, Financial Services, Electronics and Telecommunications. 















s The role will have responsibility for: | 

- Development of a Global sector strategy | within the corporate framework. 

- Defining and. developing e ne Sopra: required to ensure the continued delivery of outstanding work 
to our clients. 

- peadscenp of the sector team and the attainment of revenue and profitability targets. 


Successful candidates must be able. to demonstrate outstanding achievements in consulting or general management. They will: 
have the breadth to work across the entire consulting value chain but their skills will be focused more towards demand 


generation than project delivery. 


With salary packages aimed at attracting the best, the right individuals will have the opportunity to take . 
: eading roles within a Global Management S OBSHItAncye 


` For further information please forward your cv, stating salary and the position in which you are interested to either: 


Nick Bunkum Mary Sherman 
Cambridge Management Consulting Cambridge Management Consulting 
71-75 Uxbridge Road | 304 Vasser Street 
Ealing, W5 5SL, UK : Cambridge, MA 02139, USA 
Email: nbunku@ctp.com  — Email: msherm@ctp.com 
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Les : fom a pre-colonial world 


. Sir—There is an interesting par- 
~ allel between the structure of the 
- uNand that of classical Athenian 
. democracy. This too had a gener- 
_al assembly comprising all citi- 
. zensand would meet each year to 
. discuss the affairs of state. Each 
Citizen had an equal vote regard- 
less of occupation or back- 
ground. This assembly was also 
subdivided intosmallercommit- 
tees and agencies to limit the 
power of one body. However, 
would a more direct or represen- 
tative body be more suitable for 
today's world? 

Updatind the democratic 
structure of the UN, as a means of 
attaining the proper respect it 
desires, could be the revolution 
that Kofi Annan is looking for. 
Cardiff MATTHEW JAMES 


SIR—America is unwilling to pay 
its dues until the un is more effi- 
cient. Yet it expects all of the ser- 
vices. As a good American citizen 
I propose to take a similar action 
to support the government in the 
world arena. I will refuse to pay 
my American taxes until the 
largely bureaucratic and waste- 
ful government is streamlined. 
This should cause no disruption 
of services. 


























Haarlem, BUFFY 
Netherlands DORPINGHAUS 
STENT ASEN A N SLE SEPIUS CES AE AEEA SAE EEN 3 


Oil profits 


Sig—Your breakdown of what 
happens to Colombian oil rev- 
 enues ("Colombia on the brink", 
.. August 8th)-20% to the state, 40% 
- to its company Ecopetrol and 
. 40% to the foreign oil company— 
-is true only at the very start of the 
| production process. As more oil 
is produced Ecopetrol's share 
E increases; above a certain level it 
can increase its involvement in 
the project to the point where its 
share can rise to 60%, leaving 
only 20% (pre-tax) to the risk-bear- 
ing foreign capital. 
^ In sum, the guerrillas’ claim 
‘that the government is giving 
away Colombia's national trea- 
sureis completely unfounded. 
EON BRYAN SANCHEZ 


i isthe UN itself merely 





| old-fashioned. way 





Sm--Anhe: Marie Berggren (Let- 
ters, August 15th) forgets to men- 
tion the reverse side of women’s 
liberation in — Scandinavia. 
“Good-quality child-care” means 
that children in kindergartens 
and schools are under the con- 
trol of women, who account for 
90% of the staff, until the age of 15. 
Boys are brainwashed to be sweet 
and gentle like girls and to avoid 
rough games. 

We have more homosexual 
marriages and a lower sperm 
count than anywhere else. At the 
age of 40 men suffer from stress 
and nervous disorders, and 
spend more on medicines for 
stomach cramps and indigestion 
than men anywhere else. The life 
span for Danish men has dimin- 
ished to 67 years, one of the low- 
est in the western world. 

More and more men are going 
to far-away places to find wives 
with old-fashioned ideas of love 
and understanding. His Royal 
Highness Prince Joakim went to 


Hong Kong to find an Anglo-Chi- 
nese wife. 

Skovlunde, 

Denmark CARL ERIKSEN 
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Sweeten the pill 


SiR--As author of a recent report 
on direct-to-consumer advertis- 
ing (DTCA) of prescription medi- 
cines, I take issue with your views 
about allowing it ("Go on, it's 
good for you", August 8th). The 
pharmaceutical industrys se- 
ductive argument is that it is 
informing and empowering 
patients. Ironically, it is disem- 
powering: independent studies 
consistently show that poor con- 
trols over promotion and mis- 
leading advertising help to fuel 
unsafe medicine use. It is stretch- 
ing the imagination to think that 
companies’ behaviour will be 
any different with prca. 

At the same time quasi-DTCA, 
whereby companies bypass exist- 
ing regulations, is becoming the 
norm. Sponsorship of patient 
groups and information materi- 
als, selective release of informa- 
tion to the media, and raising 
awareness of diseases in such a 
way as to emphasise drug treat- 
ment requires that there be 
stronger regulation of promo- 
tional activities. 

Poor quality information does 
not allow consumers to make 
informed decisions about treat- 





advertising is not the answer. 
New Barnet, 
Hertfordshire DAVID GILBERT 


NET te" 
Fair share buybacks? 


Si&—While in theory share buy- 
backs ("All cashed up", August 
15th) should make no difference 
to shareholders, perhaps greed is 
the best explanation for this pref- 
erence. Repeated share buybacks 
create the illusion ofgreater earn- 
ings-per-share growth, justifying 
a higher price-earnings ratio and 
hence share price. Executives 
holding stock options, therefore, 
get a leveraged boost to their 
wealth. 

Palo Alto, 


California ALEX TOLLEY 


SiR—Share buybacks introduce a 
new dimension into the owner- 
manager relationship of public 
companies. It allows the manag- 
er to act as principal for the ma- 
jority of shareholders in dealing 
with a minority. Management is 
thus widening its responsibility 
to include judging its own value. 
That surely is a job that share- 
holders cannot delegate. 

Dublin SHANE WHELAN 


SrR—The very same governments 
that oppose share buybacks, 
enthusiastically engage in exact- 
ly the same pastime at the nation- 
al level. Their central banks 

“intervening” in foreign ex- 
change markets in support of 
their own supposedly underval- 
ued currencies is no different an 
activity. The main difference is 
the relative lack of red tape, 
authorisation and accountabili- 
ty to which a central bank gover- 
nor is subject. The politically less 
palatable alternative of increas- 
ing interest rates would in a cor- 


poration be analogous to 
increasing dividends. | 
MICHAEL _ 
Vancouver CORNELISSEN _ 
EL d pi tae rs 


The art of war 


SiR—Your review of "Saving Pri- 
vate Ryan” (August 8th) misses | in, 


the point. It is easy to make an 
anti-war film about sense 
bloodletting in, for exampl 
Yugoslavia, or Rwanda, o 
first world war. It is far harde 


2: necessity of the war n question. 









"Something big" could be said 
on film about wars where “inno- 
cence was the first casualty”: it 
just would not have anything to 
do with what Steven Spielberg 
wanted to say. 
Mountain View, 
California 





NOEL MAURER 


SiR--You say that the cedi 
the stunning cinematography of 
"Saving Private Ryan...m 
to Janusz Kaminski, Mr Sp 
bergs Polish-trained camera- 
man." Mr Kaminski was. born. 
and raised in Poland, but came to. 
America in 1981. He honed his 
skills at the American Film Insti- 
tute and during his tenure. as 
director of photography on suc- 
cessful features including “Juras- 
sic Park: Lost World". and ; 
“Schindler's List”. | 
Hollywood ALEXIS KIsTENEFF 















Paying for education 


SiR--In your article on Califor- 
nias budget surplus and 
planned tax cut ("Budget surfeit- 
ing”, August 8th), you remark that 
“the surplus could have been 
spent, of course, on more prisons, 
more welfare or better schools.” 
Would that better schools could 
be produced by spending. If so 
taxpayers would be for it. But 
spending more does not proeice 
better schools. = | 

Californians, in recent years, 
have raised taxes. to pay for 
schools; have adopted an initia- 
tive to force increased spending 
on those schools; and have 
watched them decline. New York 
state spends twice the amount 
that California spends per pupil 
and yet their test scores are com- 
parable. The causes, and the. 
cures, of poor schools must be 


found elsewhere. 

Palo Alto, 

California Bos AYERS 

DOCCT RUNE — M —K: 
7 Below the belt 


Sig—1 read with interest dac. 
trousers that fall down of their- 
own accord are the latest fashion - 


n nerica (“Got todraw the line | 
where", August I5th) That- 









on-Governmental O Organizations/C ivil Society Unit 


ices f an internationally recognized expert 
D/Civil Society Unit. The Unit provides 
ateg c advice to manag ighout the Bank, as well as institutional 
idance, leadership : nulation; it disseminates best practices, 
ovides operational support and: is the focal point for external parties. 


We are looking for a seasoned professional with 204 years experience In 
development, a special focus on the contribution of civil society, and: 


Proven capability to manage a team of multi-sectoral professionals 
Demonstrated technical competence at project, program and international 


" sk i, "e interact with wi p dens clients 
A graduate degree in social sciences preferred 
| Ban S work wi ithe Civil boda) has significantly due recent n, and 


poti iate Spe us sean bat e. We are particularly 
terested in candidates from our developing member 

- | countries. To apply, please send full-length CV to: 

| E-mail: eRecruit@worldbank.org . Fax: 202-522-3189. 

| Resumes must be received no later than Saturday, 

3 e 12 


Medie Opporaie) 
a illenging careers for International Entrepreneurs 


In these roles, you will have full P&L responsibility and man: age the mar- 
keting, sales, distribution, and financial results of Hershey brands for an 
assigned country/region in Latin America, Asia/Pacific, or Europe. You will 
lead overall growth of our business and recommend brand introductions, 
execute product launches with excellence, lead and motivate our distribu- 
tor network, manage advertising programs and deliver sales and profit 

objectives. 


Business Managers 


Requires 10 or more vears of international business dedopneii experi- 
ence in fast-moving consumer goods, strong entrepreneurial and leader- 
ship skills, as well as excellent analytical abilities. 


Assistant Business Manager 
Requires 2-5 years of international business development experience and 


strong fundamental sales and distributor management skills. Must thrive as 


| a leader in an independent, entrepreneurial environment and have the 
potential to grow and develop quickly. 
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WE The Inter-American Develo 


the oldest and largest regional multila 


institution, based in Washington, DC, ha 


Senior Funding 


With at least six years of experienc 
Individual would be a member of. 
responsible for developing and ex 
currency funding strategy. ` 
knowledgeable in funding activiti 
capital markets, bond issues, 
management. Fluency in English: 
German, Japanese or French desirab 
salary and benefits package as well. 


Applications must be received by Ser 
Resume in duplicate with a cover lette 


Attention: VAB-SF 
Inter-American Developmen’ 
1300 New York Avenue NW, Wa 
or FAX (202) 623 


As a reflection of its commitment to 
countries, the Bank may require sta 
in both country offices and headqu 
which best match the requirements. 
acknowledged. The IDB encourages 
hiring practices. 


Brands Manager - Int > 


in this role, you will lead the global expansion o 0 

responsible for each Brand’s P&L and work 

managers to ensure the achievement of business o 

brands internationally. Requires 10 vears or more 

with at least 5 vears of international experience in fast-moving consu 
goods. 


A Bachelor's degree in a relevant discipline is required for all positions; 
an MBA is preferred. 


All positions are based in the Fort Lauderdale, Florida area and include 
full relocation package. Relocation will be required in 3-5 years to Lz 
America, Europe, or Asia for most positions. Multicultural expert 
multilingual fluency are highly desired. US. citizens, permanent t 

and foreign nationals with international experience are encourag 

apply. 30-40% international travel is required. These roles offer ce 

tive compensation plans, excellent advancement opportuni 

chance to be part of a major international business expansion with. unm ; 
ited growth enii | 


For immediate consideration, please FAX your resume to 

(954) 385-2612, or forward your information to Hershey 
International, 12717 West Sunrise Blvd., Suite 326, Sunrise. 
Florida 33323 or e-mail us at info@staffingpartner.com. 
We are an equal opportunity employer, M/F/DA. 


Hershey International 
A Division of Hershey Foods Corporation.. u g 


WWW. hersheys. Com 























NMENT OF THE UNITED REPUBLIC OF TANZANIA 
CIVIL SERVICE REFORM PROGRAMME 





VACANCIES 
() PRIVATE SECTOR PARTICIPATION ADVISER (Re-advertised) 
(2) PERFORMANCE MANAGEMENT SYSTEMS ADVISER 


The Government of the United Republic of Tanzania is about to embark on the 
second phase of the Civil Service Reform Programme (CSRP). While the first phase of the 
programme focused on structural reforms, the new phase is strongly geared to enhancing 

the. capacity and performance of the civil service, and improvements in the delivery of 
quality public services, 


. The Gevernment needs exceptionally qualified and experienced experts to support 
the Civil Service Department (CSD) in the President's Office in the implementation of the 





hew phase of the reform programme. Specifically, expertise is needed in the areas of 

formulating policies and strategies for publie services improvements, institutional 
rationalisation, restructuring and development. divestiture and  commercialisatian, 
decentralisation, enhancing accountability, capacity building, training, pay reform, 
performance management and personnel and payroll control systems. 


Private Sector Participation Adviser (Ref. PSPA/E1) 


In pursuit of efficiency and effectiveness in the delivery of Government services. 
already a comprehensive Organisation and Efficiency (O&E) reviews programme, 
involving the rationalisation of roles, functions, structures, staffing and budgets, and the 
, introduction of quasi-autonomous Executive Agencies (EA) has been underway in all 
government ministries, It is in the context of this programme that the need has been 
identified for a Private Sector Participation (PSP) Adviser to complement the existing 
skills and capacity for O&E and EA implementation, 


The PSP Adviser will support the Government to: (i) prioritise present government 
| functions and activities on the basis of the ORE findings, ete; (ii) prepare and implement 
plans to privatise or abolish low priority activities presently carried out by government 
ministries and agencies; (iii) identify, assess and implement efficiency improvements and 
private sector participation options for government ministries and agencies; (iv) 
undertake an analysis of alternative options of bodies proposed for executive agency 
status; and (v) train on-the-job a core team of staff in efficiency reviews and analysis, 
privatisation, contracting out and the divestiture of government functions and activities, 


Performance Management Systems Adviser (Ref. PMSA/E2) 

Also in pursuit of systematic improvements in the quality, economy, efficiency and 
effectiveness of public services, the need has been identified to develop. implement and 
institutionalise a performance management system (PMS) in government ministries, 
independent departments and executive agencies (MDAs), Main elements of the PMS will 
include: (i) review of the legal and regulatory frameworks and procedures that impact on 
the operations of the MDAs; (ii) services delivery surveys/services beneficiary assessments 
: for benchmarking and monitoring the supplv and quality of services and user satisfaction; 
(ii) clearly promulgated: performance standards (including clients’ charter) by individual 
MDAs; (iv) medium term and annual performance plans by each MDA: (v) introduction 
of results-oriented staff appraisal system: and (vi) a framework for accountability, 
monitoring and feedback. The implementation of these by the CSD needs the support of a 
PMS Adviser. 


The PMS Adviser will perform the following specific functions: (a) technically lead 
-© the development and institutionalisation of a civil service-wide performance management 


F framework: (b) guide MDAs in ensuring that Secter Wide Approaches have established 


| performance management arrangements. and support the CSD in guiding individual 
© MDAs in the implementation of the PMS; (c) provide technical guidance in the review 


$ and reform of the laws, rules, regulations and procedures governing the operations of 


| MDAs and their delivery of services; (d) support the CSD in the coordination of PMS 
| developments in the various MDAs; (e) lead and guide the development of a PMS team in 
the CSD including on-job training, and organising for off-joh training: {f} support the 


{ development and mobilisation of PMS/services improvement teams in MDAs involving 
| identification of training needs, and design and implementation of training programmes, 


and availing facilitation. 


Qualifications and Experience 
"E Applicants for these posts must have a postgraduate qualification and considerable 
j relevant experience, preferably in developing countries, especially in Africa, 


|. Terms of Appointment 

hs Án internationally competitive rémuneration package will be offered, and will be 
, negotiated prior to appointment. Tanzanians with requisite qualifications and experienee 
|. are particalarly encouraged to apply. 


Submission of Applications 

- Applications quoting the relevan post Ref. No., must show suitability for the post, 

. availability: and expected remuneration, and accompanied by a detailed CV, shonhl be 

..Stibmitted within 21. days: from the date of this advertisement to: the Permanent 

"Secretary, Civil Service Department, President's Office, P.O. Box 2483, Kivukoni Front, 
ar im, Tanzania, Fax No. (255451) 113084; 131265, e-mail: pe_csd@intafrica.com 


ar e Salaan 


















The International Trade Centre (ITC pou i P 22.1 


in Geneva, Switzerland 
UNCTAD CNUCED . WTO OMG : 


is looking for a 
Trade Analyst, P.3levelforits — — | 
Division of Product and Market Development — . 


The incumbent will undertake assessments of national and sectoral export potential 
upon request from ITC's partner countries; he/she will undertake advisory missions 
in the area of strategic market research; participate in trade flow analysis, analyse 
enterprise-level data, prepare reports and publications on the results of the analysis; 
conceptualize and prepare offers for services of the Research and Analysis Unit 
( RAU); network with research institutions; lecture, upon request, on all aspects of | 
RAU's work programme to a variety of audiences; participate in training activities of | 
study award holders and interns. P cu 
Qualifications and Experience required: University degree, preferably at the. : 
advanced level in Economics or Business Administration. At least seven years of E 
experience with policy-oriented research on international trade, preferably in relation f- 
to developing countries and economies in transition. In-depth knowledge of. » 
international trade and marketing issues. Excellent analytical and drafting abilities. | 
Experience in analysing large data sets. Good communications skills. Computer 
literacy, Ability to work with minimum supervision with people of different national 
background. 
Languages: Excellent knowledge of English. Good working knowledge of other UN 
languages would be an asset. 
Date of Entry: As soon as possible; 
Type of appointment: two-vear fixed-term, renewable; 
Indicative minimum gross annual remuneration: approximately USD77,900, 
including post adjustment, plus a number of additional benefits where applicable, e.g. | 
education allowance, repatriation grant, six weeks annual leave. Post adjustment f 
clement is subject to change. € Mo 
Applications should be mailed to: 

The Chicf, Personnel Section. 

International Trade Centre UNCTAD/WTO, Palais des Nations 
CH-1211 Geneva 10, Switzerland 

or faxed to: +41 22 730.08 03. mE T 
Applications E-mailed will not be considered. Applicants are requested to complete a p> 
United Nations Personal History form (P.11) available, upon request, either at | 
local UN offices or from ITC. Candidates are encouraged to attach with their- 
application an example of trade related research they have carried out, 
Applicants will be contacted only if they are under serious consideration, 

Deadline for application: 15 September, 1998 _ 
Please quote Ref. ITC/VN/3/1998 in any correspondence 





PREPARATORY COMMISSION FOR THE COMPREHENSIVE 
NUCLEAR-TEST-BAN TREATY ORGANIZATION 

The Preparatory Commission for the Comprehensive Nuclear-Test-Ban Treaty with its Headquarters 
in Vienna is the international organization setting up the global verification system foreseen under 
the Comprehensive Nuclear-Test-Ban Treaty (CTBT), which is the Treaty banning any nuclear 
weapon test explosion or any other nuclear explosion. The Treaty provides for a global verification 
regime, including a network of 321 stations worldwide, a communications system, an international | 
data centre and on-site inspections to monitor compliance. 

We seek to rectuit a highly qualified candidate for the following position: 













POST: CONFERENCE OFFICER 
GRADE P-4 

VACANCY ANNOUNCEMENT NO: VA140-53-] 908 
DEADLINE: 16 October 1998 






REPORTING DATE: 
DUTIES AND RESPONSIBILITIES: 
Develop concepts for and draft reports and other documentation related to the scientific and technical: a 
aspects of the work of the Preparatory Commission and its Secretariat. Act as substantive Secretary F 
ta the CTBTO Preparatory Commission policy-making organs on verification and technical issues; 
advise the Chairman of the Working Group and other elected officers on the conduct of business, 
assist them in drafting and finalising decisions and records of meetings. Monitor the implementation 
of decisions of the policy-making organs; schedule meetings, draft agendas. 
QUALIFICATIONS: 
Advanced university degree preferably in physics or another field of science related to the CTBT 
verification regime. A degree in international relations, public or business administration, law or 
related areas would be an asset. A minimum of seven years of experience in scientific research, 
international scientific and technological cooperation and/or international diplomacy, multilateral 
negotiations or conference management preferably two years of which should have been at the F 
international level. Fluency in English and a good knowledge of at least one other of the official V: 
languages of the CTBTO Preparatory Commission. Excellent drafling and communication skills in 
English essential. . 





As soon as possible 






















attachments as we are unable to 
* Please note that effective 5 October 1998 our telepho 
THE PREPARATORY COMMISSION FOR THE COMP: 
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nformation Technology Manager | 

stitute ( RRI) is seeking a highly competent and professional 
echnology (IT) activities, which support research 
ported by the Consultative Group on International 
rofit, autonomous organization engaged in research 























aspects of information technology relevant to the 
ovides support to PC and e-mail users as well as to 
ance learning, database systems, GIS systems, 
ced scientific applications; 3) recruits and leads 
echnical competence in the group; 4) maintains 
and. global communications services through 
agement needs; and 5) provides improved 
utposted staff and collaborating research institutes 






















d and develops: loca 
[| innovative responses. t 
^E communication and network 
| around the world, particularly 
T. IRRI currently has more tha 
A Windows. NT servers. A lec 
AD network with 12 other: 










nected to a LAN with central and distributed 
AR hub in California creates a voice and data 
Adés the Institute's connection to the Internet. 
veloped using Oracle and an MS Exchange server 
saging system. An IBM VAX and VAX minicomputers 

































dpodi the IT field, including extensive knowledge of PC- 

: jer facilities, and the design, implementation, and 
ken and written English. At least 4 to 5 years of the IT 
Iso desirable is experience in 1) systems analysis 
y, 3) management of IT projects, 4) supervision 
nming, 6) e-mail exchange implementation, and 









support of LANs; and 3) fluency in. 
-f experience must be at the managem 
| and design, 2) systems developmen 
T of IT contractors, 5) application syst 
CF 7) working in a cross-cultural envi 












| IRRIS Los ‘Banos, Philippines, headquarters. Salary and 
Jj perquisites are internationally competitive, IRRI offers children's educational allowances, 
; ] medical insurance, and other attractt benefits. The Institute welcomes women applicants. 


| The IT Manager is located at- 











" D Send a comprehensive curriculum vilae and names, addresses, fax numbers, and email addresses 
| of three referees by 10 October 1998 to: : 
ob Graham McLaren 


lo Tel: (63-2) 845-0563 
| Chair, Search Committee FAX: (63-2) 891-1292 


E-mail g.mclaren@icgnet.com | 
Please refer to code IR98-ITM-01 





ü ; International Rice Research Institute 
SFF O: Box 933, Manila 1099, Philippines 






























Director of Administration - Ref:DA/08/98 


General: 
The International Livestock Research Institute (ILRI) is a non-profit international research organisation, 
rving a global mandate to improve productivity of small-holder livestock systems and to protect the 
atüral resources that support these systems. ILRI has staff and activities in Latin America, Asia and 
rica and headquarters in Nairobi and principal facilities in Kenya and Ethiopia, ILRI is one of the 16 
esearch centres supported by the Consultative Group of International Agricultural Research (CGIAR), 
which comprises over 55 member countries, international organisation and foundátions. The co- 
sponsors for the CGIAR are the World Bank, the Food and Agriculture Organization (FAO), the United 
Nations Development Programme (UNDP) and United Nations Environment Programme (UNEP). 












The Position: 
ILRI seeks a Director of Administration who will have overall institutional responsibility for the 
leadership of an integrated, service-oriented set of administrative activities. Senior officers for human 
resource. management, finance, information and computer technology services as well'as the heads of 
administration in Ethiopia and Kenya campuses report to the Director of Administration, who in tum, 
~ feporis to the Director General and is a member of the Institute Management Committee: 


oTtis the responsibility of the Director of Administration to assure that administrative sétvices provided 
ite responsive to the needs of all staff at ILRI's research sites around the world and that the services 


provided evolve as necessary to respond to changing circumstances in funding. location, and research 
gramme requirements. ; 










works primarily through collaboration with other organisations in both the public and private 

or. The Director of Administration. has responsibility for developing and co-ordinating 

dministrative agreements with partner institutions, including agreements relative to intellectual 
operty rights and related matters. 

Location: ILRI Headquarters - Nairobi, Kenya 

Qualifications and Experience: 

"The successful candidate will have: demonstrated successful experience in the administration of a 

complex organisation in an international setting; experience in financial management; excellent 

interpersonal skills and the ability to provide effective leadership at all levels of a multi-cultural 

organisation; excellent communication skills in both spoken and written English; à willingness to travel. 

H will be an advantage to: be multi-lingual; have à CPA, CA, or equivalent; be knowledgeable about 

international agricultural research and/or development. : 

Conditions: 

The contract for this position will be for an initial three-year term with the possibility of extension. 

‘Salary, dependent on experience, will be denominated in US dollars. ILRI provides internationally 

rapetitive compensation and benefits, including employer-paid medical, life and disability insurance 

and retirement benefits. Relocation, annual leave travel and education allowances are also provided. 

h-site, furnished accommodation is provided, subject to availability, or, a housing allowance. 

pplications: f 

Applicants should send a cover letter, curriculum vitae and the names and addresses (including 

lephone, fax and email) of three referees to the : 

uman Resources Manager, ILRI, P.O. Box 30709, Nairobi, Kenya; 

telephone: 254-2-630743; Fax: 284-2 631499; 

mail: ILRI-KENYAG@cgnet.com. 

Screening of applications will begin 

on $ October and will continue until the post is filled. 

à find more about ILRI, visit our Website at: http://www.egiar.org/itri. 

ERI is an equal opportunity employer. Qualified women and professionals 

fom developing countries are particularly encouraged to apply. 
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Adviser, Business Deve 
Adviser, Strategy 

The World Bank's Economic ‘De 
and the Learning and Leadershi 
Group) is seeking applications fr 
to fill two positions reporting toi 
Business Development and an 


The 
World 
Bank 


The mission of the EDI/LLC Group is to. 
formulation and implementation in more than 1 
accomplishes this through training and knowledge 
policy makers, local officials, parliamentarians, |: | 
Group also has responsibility for - develo 
professional/technical training programs to Ba: 

ADVISER, BUSINESS DE' 

The primary responsibility of the Adviser 
support for initiatives aimed at ensuring that th 
and activities are managed in a professional cl 
sensitive manner and that resources are alloc 
responsibilities include: 



















































* Developing, implementing and managing at 
program designed to ensure that the Grou] 
opportunities for its various activities, extends i 
clients, and increases the range of services offere 

* Leading cost-sharing initiatives with EDVLLC Gro 

* Fostering an awareness of and implementing ff 
sales techniques in the EDI/LLC Group, as we 
five thematic Divisions and their partners on ap} 

Requirements » 

* Advanced degree in business (MBA or Ph.D.) or: 


* Proven senior-level managerial experience; 




























* Experience in designing, marketing and a aininin 
organization's products and services to a global c 
* High degree of initiative and resourcefulness; an 


* Excellent interpersonal and communication 
work well as part of a high-performing manage 
ADVISER, STRAT! 

The Adviser will be responsible for providing: 
advice to the Director on policy issues regarding 
relevance of the EDI/LLC Group's programs, ens 
aligned with the Bank and the Group's priorities: Sy 


* Advising the Group's management in the develop 
areas of learning: ui 


* Assembling teams comprised of EDI/LLC Group staff, 
experts, and other Bank staff to review programs, address cui 
content issues and share expertise; E 


* Ensuring that results of impact evaluation studies of training progr 3 
disseminated widely and incorporated into the Group's work progra 


* Representing the Director at strategy and policy fora. 


Requiremenis 
Advanced degree (preferably Ph.D.) or equivalent experience in econ 
international development, or policy studies; p 


* Expertise in curriculum development and pedagogy, prefer. à 
academia; ES 


* Strong analytical skills in economies and/or strategy. and 
development, and the ability to work on a broad range of strategic, 
and program issues; mE 


- Excellent understanding of cross-sectoral issues of sustainab 
development, and the ability to work with decision-makers from. vario 
sectors; and E 


* Excellent interpersonal and communication skills, with the ability t« 
prepare and deliver effective briefings; demonstrated abi to 
communicate complex ideas clearly, orally and in writing, to à diverse 
audience, - 


The World Bank offers a competitive compensation package, includi 
expatriate benefits. Candidates who meet the criteria should mail/fax/e nail - 
a detailed resume by September 15, 1998, to; World Bank, HRSN4, Room 
G5-020, Job Code EDI, 1818 H Street, N.W, fashington, D.C. 20433; 
Fax: (202) 522-1714; E-mail: kyun@worldbank.org. : 


Only those shortlisted for interviews will be contacted. 
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RESEARCH PROJECT LEADER: 
SUSTAINABLE FOREST MANAGEMENT 


The Center for international Forestry Research (CIFOR) seeks an outstanding 


{o scientist to provide leadership to an interdisciplinary team developing policies and 


technologies to improve the management, utilisation and conservation of tropical 


"p forests. The post will be based at CIFOR's head office in Bogor, indonesia. 


5 CIFOR is one of 16 International research institutes supported by the Consultative 
|i Group on international Agricultural Research (CGIAR). it aims to improve forest | 
]| Conservation and management in tropical developing countries through problem- 
| focused, strategic research. Our research is undertaken through collaborative 


arrangements with a global network of research partners. 
The successful applicant will have a strategic, global vision of the problems 


| associated with achieving sustainable, multiple-use forestry in the tropics. 


Extensive experience in the tropics, preferably in more than one region, and a 
comprehensive knowledge of current global initiatives aimed at achieving 
sustainable forest management is required. Proven ability to provide scientific 
ieadership in an interdisciplinary, multi-cultural setting is of special importance. 
Excellent written and oral communications skills are important. Candidates must 
have an advanced degree and a significant publications record in forestry or a 
related natural resource discipline. Fluency in English is essential, and competence 
in one or more additional languages common in the tropics would be an 
important advantage. 


CIFOR offers an internationally competitive salary, an excellent benefits package 
and a stimulating work environment. We believe that diversity of staff contributes 
to excellence, and we therefore encourage women and developing-country 
nationals to apply. Applicants should send a letter of interest and curriculum vitae, 
plus the names and contact information for three referees, to the address below. 


Evaluation of applications will begin in early November 1998. Afi applications will. | 


be acknowledged. 
To learn more about CIFOR and Bogor, visit our Web site at 
http://www.cg 


Human Resources Manager 
Reference: ECO280898 
CIFOR P.O. Box 6596 JKPWB 
Jakarta 10065, Indonesia 


Fax: +62 251 622100 


You will be primarily responsible for: 


FINANCIAL INVESTIGATOR 


tpi nennoosnonna owt anarian ae bling hibit te i A Pte Nec IAN REPRE 


wiener Dorsey. 
Wiener Borse AG (WBAG), the Austrian stock and derivatives 
exchange, provides through its consuiting department capital market E 
related advisory and training services worldwide. We are also ` 
specialists in implementing securities and derivatives exchanges as - 
well as clearing houses. ee | 


As a result of increasing consulting assignments we are currently | 
inviting applications for the following positions: ZR 


Project Managers aeu 
Long-term and short-term Expert: 


Our projects typically consist of following areas: implementation of - 
securities and derivatives exchanges, project management, | 
organisation and restructuring, trading, clearing, settlement, risk | 
management, compliance, corporate finance, legal affairs, accounting; | 
IT and training. | aw 


Qualifications: Expertise in one or more capital market related areas, | 
excellent written and oral communication skills; in-depth 
understanding of development processes, ability to work in different - 
cultural environments and teams; graduate study in an appropriate. 
field. ali eS 


Foreign languages and work experience in emerging markets are arn 
advantage. : 


Please send your detailed curriculum vitae by fax or e-mail to: 
Wiener Bórse AG - Consulting Dept. 
Strauchg. 1-3 P.O. Box 102, A-1014 Vienna, Austria 
Fax: +43-1-53165-216, e-mail: consulting@wbag.at 
Preferably, candidates should apply via http://www.wbag.at 
using the electronic version of the application form. 





TREASURY AUDITOR 


You will be primarily responsible for: 




















in the Asian and Pacific region. Our staff come from 


We are the premier multilateral development finance institution 


over 40 member countries of the Bank. 


(i) undertaking reviews of financial, accounting, administrative and 
operational functions (particularly reviews of the Bank's project 
related. activities, such as consultants, procurement, etc.) to 
identify means to mitigate against fraud, abuse and wrongdoings; 
(ii) reviewing complaints and allegations of fraud, abuses and other 
wrongdoings and performing procedures to determine the 
appropriate investigations to be conducted; (ii) recording, 
monitoring and reporting on status of complaints, allegations and 
investigations; and (iv) recommending policies, setting up 
guidelines and providing advice on fraud prevention and detection 
relating to the implementation of Bank projects, administration and 
use of funds and resources so as to identify potential exposures to 
fraud, abuse and other inappropriate practices. 
You must have: 
v Formal education and professional training in fraud 
prevention, detection and investigation, with membership in 


a professional body such as the Association of Certified 
Fraud Examiners; 


j v At least 10 years of investigation-related experience; and 
B Y ... Good interpersonal and communication skills and the ability 


to deal effectively and with appropriate confidentiality. 


() performing audits of the treasury functions of the Bank, which 
include investments, borrowings, risk management, financial policy 
and capita! market funding; (iH) examining and verifying the 
reliability and integrity of financial accounting, administrative, 
managerial, operational and other information; (Wi) reviewing the 
degree of compliance by organizational units with generaily 
accepted standards of accounting and control and with 
policies, procedures, agreements, laws and regulations: 
(iv) verifying the compliance of third parties with Bank's 
requirements, and (v) appraising the economy, efficiency and 
effectiveness in the Bank's administration and use of resources. 


You must have: 

¥ Formal education and professional training in auditing, 
preferably a Chartered Accountant or Certified Public 
Accountant: B 

Y At least 5 years of related audit experience, some of which 
preferably with a Big 6 accounting firm with clients in the 
banking sector; and 

Y^ Good interpersonal and communication skills. 


_ We offer internationally competitive remuneration paid in US dollars (normally free of tax, however the Bank is not liable to r eimburse any tax | 


amount due on Bank income as determined by candidates’ national authorities) and an excellent benefits package. © 


E “Women are actively encouraged to apply. E uM 
a | Send CV and cover letter by fax or mail, not later than 12 September 1998 to: 
HUMAN RESOURCES DIVISION | | 


ASIAN DEVELOPMENT BANK : 
P.O. BOX 789, 0980 MANILA, PHILIPPINES 








Fax: (63-2) 636-2550, http://www.adb.org : ficuc e 
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Order two or more Country Reports and choose a third Country Report annual subscription free. 
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WHEN THE TOUGH GET GOING. 


Looking for clear directions for your international employee benefit 
plans? Swiss Life is the way to go for coordinated global programs and 
real financial savings. As the world's leading international network of life 
insurers, we're never far from where you need us. And every Swiss Life 
Network Partner is a local leader, with the expertise, flexibility and ser- 
vice capabilities to meet your most challenging insurance and benefit re- 
quirements. It's a sign of the times that more and more top multinationals 
follow the Swiss Life route. Call us in Zurich on «411/284 3797. or 
contact your local Network Partner. It can be tough out there. But with 


Swiss Life, you're never on your own. 
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Head Office: Swiss Life, General Guisan-Quai 40 


8022 Zurich / Swirzerland: Telephone 411/284 3797 


leletax 411/284 3997, Internet www. swiaife.com 
Argentina: Royal & SunAlliance; Australia: 
Hannover Life Re / Swiss Life International 


Services Asia Pacific: Austria: Wiener Städtische 
Belgium: Swiss Life; Brazil: Icatu Hartford 
Canada: Canada Life; Chile: Euroamérica: China: 
Ywies Life Beijing & Guanerho Rep. Offices 
Colombia: Bolivar; Czech Republic: Česki 
Kooperativa Denmark: Danica / International 
Health Insurance / PFA Pension: Finland: 
limarinen / Pohjola Life: France: Société suisse 
Swiss Life); Germany: Schweizerische 
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Lippo Life: Ireland: Irish Life: [talv: Swiss Life: 
Japan: Meiji Life / Yasuda Life: Korea: Korea | ife 
Luxembourg: Swiss Lite Malaysia: Hong Leong 
Mexico: Comercial América; Netherlands: 

Lite); New Zealand: 
Hannover Life Re; Norway: Vital; Panama: 


^witserLeven (Swiss 


Mundial Philippines: First Guarantee Life 
Poland: P71 Portugal: Imperio: Russia: 
Rosgosstrakh Singapore: NTUC INCOM! 
Slovakia: Kooperativa; South Africa: Southern 
Life; Spain: Swiss Life; Switzerland: La Suisse 
non-life); Taiwan: Kuo Hua Life: Thailand: 
Bangkok Lite: United Kingdom: Swiss Life (UK) 
ple; USA: First Allmerica / Swiss International 
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Punish and be damned 


OWEVER frequently it occurs, terrorism 
does not lose its ability to shock. Nor 
should it. It remains one of the most despica- 
ble of crimes, both because the killing and 
wounding of innocents are central to its pur- 
pose, and because its perpetrators can so eas- 
ily do their work without having to confront 
their enemies, or their victims, before slink- 
ing off to safety. The sense of outrage that at- 
tends terrorist attacks should not, however, 
be assumed to be equivalent to a sense of 
powerlessness: public outrage is one of the 
most potent weapons in the limited armoury 
ofcounter-terrorism. It tips those who sympa- 
thise with the political aims of the terrorist 
against the man himself. It denies sanctuary. It buys co-opera- 
tion. Nothing should be done to undermine its potency. 
Which is why at least some of America's counter-terrorist air 
strikes on August 20th may turn out to have been unwise. 

That is not to say that America should never hit back at 
terrorists. America is a special target for people like the bomb- 
ers who blew up its embassies in Kenya and Tanzania on Au- 
gust 7th because it does things other countries are not called 
upon to do. It does these things in its own interests, but also in 
the interests of its allies and indeed of free countries every- 
where. It is the nearest thing that exists to a world policeman, 
but it must operate without a world police force, a world judi- 
ciary or a proper world system of law. Sometimes, if any ac- 
tion is to be taken against terrorists, it will have to be Ameri- 
can military action. But even on these occasions America will 
have to take care to keep public opinion on its side and not to 
dissipate the world's sense of outrage. That means explaining 
its actions in full, and showing convincing evidence for all 
the claims it makes to justify them. 

Few fair-minded people can doubt that the targets of the 
attacks in Afghanistan were indeed training camps and bases 
for Islamist fanatics. Many people will also be ready to be- 
lieve that Osama bin Laden, the hitherto obscure Saudi dissi- 
dent now elevated to the status ofthe world's most dangerous 
man, is connected with the camps, and that he played a part 
in the two embassy bombings. That will be enough perhaps to 
make many people, at least in the West, think the attacks were 
right, and deserved. Whether they were judicious is another 
matter. If they have created 10,000 new fanatics where there 
would have been none, they will be judged a mistake, but that 
will not be known for years, if ever. 

The attack on the factory in Sudan is different. Although a 
financial link is claimed between the factory and Mr bin 
Laden, there is no suggestion that biological or chemical 
weapons were involved in the embassy attacks. Rather it is 
claimed that the factory was, with Iraqi help, making the pre- 
cursors fora nerve gas. The evidence for nerve-gas production 
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is said to lie in soil samples, but it cannot be 
revealed because that would put intelligence 
sources in jeopardy. The Sudanese govern- 
ment pooh-poohs the entire story and, rea- 
sonably enough, wants an inquiry. 

The trouble with all this is not just the re- 
fusal to show evidence, not just the decision 
to zap this factory rather than countless other 
dubious installations round the world, nor 
even the absence ofany connection to the em- 
bassy bombings. It is also the political conve- 
nience ofthe action, diverting, as it did, atten- 
tion from Bill Clinton's domestic troubles. 
And it is the knowledge that American intelli- 
gence is not infallible, and that America's 
armed forces can make terrible mistakes: just ten years ago, 
for instance, one of its guided-missile cruisers, the Vincennes, 
shot down an Iranian airliner with 290 civilians on board. 


Repent at leisure 


That episode is less talked about in the United States these 
days than the blowing up of an American airliner over 
Lockerbie a few months later, but both hold lessons. The Vin- 
cennes blunder, for which America duly paid compensation, 
shows the dangers of hasty action. Not only did it kill many 
innocent people, but it contributed to a poisoning of rela- 
tions with Iran and a belief, still widespread in the Islamic 
world, that the West puts a small price on the lives of Mus- 
lims. The Lockerbie incident, in which 270 people died, holds 
a different moral: it is that painstaking investigation and the 
pursuit of terrorists through the courts can be an effective re- 
sponse to terrorism. This week, the two Libyans suspected of 
playing a part in the bombing suddenly found that they 
might have to stand trial in The Hague, now that Britain and 
America have agreed that they can be tried there under Scot- 
tish law. Libya, which has been harbouring the suspects, was 
thrown on to the defensive and at last agreed to their trial. 
Forgoing the use of military might can be frustrating, es- 
pecially for a superpower. But it may well be wise. Israel, 
which has long followed a policy of retaliation against terror- 
ism, has not thereby won security—and the United States, in- 
cidentally, has forfeited much of its goodwill in the Muslim 
world by its inability to persuade the Israelis to pursue negoti- 
ation. If it resorts to punishment raids without the best of rea- 
sons, and without the best of evidence, America risks finding 
itself increasingly friendless in truly important disputes, such 
as the one with Saddam Hussein's Iraq. Vigilance, intelli- 
gence and the determined pursuit of terrorists through the 
courts may pay off handsomely in the long run—without 
putting at risk the world's sense of outrage and the help that 
comes with it. 
D — pana 


15 


> mex 


LEADERS 


Salesman Schróder 


The Social Democrats’ candidate has yet to show that he deserves to become 


Germany's next chancellor 


F HE pulls itoff, it will not be the first time, nor the last, that 

a challenger scenting power in a great democracy will have 
unseated a tired incumbent by looking handsome and fresh 
and energetic while saying extraordinarily little of substance 
or novelty or courage or even consistency. Gerhard Schröder, 
the Social Democrat whom the opinion polls still favour to 
beat the Christian Democratic chancellor, Helmut Kohl, in 
Germany's general election on September 27th (see pages 21- 
23) has done a marvellous job of sounding, as he puts it, mod- 
ern and pragmatic, with honeyed promises for a "third way" 
that is "neither left nor right". But he has managed to stay 
grandiloquently vague on policy and not particularly mod- 
ern on those rare occasions when he has chosen, as he reluc- 
tantly did last week, to toss a sprinkling of detail into the air. 
As things stand in the campaign so far, Mr Koh|—battered, 
over the hill, and with his gaze still too often fixed on the 
wrong horizon—deserves to lose. But Mr Schróder certainly 
does not yet deserve to win. 

That may seem an unduly harsh judgment. Mr Schróder 
is, after all, only a politician, and the first thing he must do 
before he can serve the public good is gain power. If he can 
gain it by default, why not? Once he is on the throne, say his 
friends, he will become more candid, more free to think the 
unthinkable, to do necessarily painful things that will upset 
Germans at large and enrage his allies on the left and in the 
Green Party—for the good of the country. 

All the same, Mr Schróder's blandness is a mistake. For a 
start, it may not, as a tactic, work—not well enough, at any 
rate, to give him the outright majority he needs to rule with 
just the Greens, say, as his coalition partners. With four weeks 
of campaigning to go, many more Germans who feel that Mr 
Kohl has had his day may start to wonder nervously whether 
Mr Schroder really is honest enough to take over. And, in the 
absence of gritty policy details from their prospective chan- 
cellor's lips, many voters are still unsure who would set his 
agenda once in power. The old guard under the Social Demo- 
crats' chairman, Oskar Lafontaine, who has recently got Mr 
Schróder to promise (in one of his party's few firm declara- 
tions) to undo a string of tentative but useful reforms on wel- 
fare, pensions, health and taxation that Mr Kohl's lot have 
been trying to enact? Or people like Jost Stollmann, the non- 
party entrepreneur who has been recruited to become Mr 
Schróder's economics supremo? Or would the Greens, who 
have shelved but not disavowed plans to triple petrol prices, 
be the tail that wags Mr Schróder's dog? 

The pity is that a genuine reformer on the centre-left 
would probably be well placed to make the radical changes 
the country so badly needs. For, if unattended, Germany's 
structural ills could hobble the economy and needlessly hold 
back the rest ofthe world at a time of growing economic anxi- 
ety. Simply by growing older and living longer, Germans will 
find that their comfortable life is increasingly under threat: 
unfunded pension liabilities are mounting. Though pro- 
ductivity is high and the quality of many German goods still 
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magnificent, the country cannot expect to prosper indefi- 
nitely, when the average American manufacturing worker 
now costs $18 an hour to Germany's $28. High taxes, red tape, 
inflexible labour laws, over-centralised wage bargaining, con- 
tinuing state subsidies to declining industries and a reluc- 
tance to sell off state assets—all these are making Germany's 
once finely tuned economic engine sputter and creak. This 
may not be apparent to Germans who see their economy now 
growing at nearly 4%, but that growth owes more to cyclical 
recovery than to structural vigour. 

A symptom of that structural weakness is unemployment, 
now dipping slightly but still nearly 11% of the workforce. 
Both main parties have promised to create jobs. But Mr Kohl, 
16 years in power, seriously set about taking action only a year 
or so ago. In general his government has lacked the will (as 
well as the numbers in the upper house of parliament, where 
the Social Democrats have a blocking majority) to force 
through the necessary reforms, especially in taxes. But Mr 
Schroder has been even less convincing. With his amiable 
waffle about more training and an "alliance for work" be- 
tween government, unions and employers, he has ducked 
just about every hard choice. 


No alternative, then? 


If Mr Schróder were as bland in power as he has been on the 
campaign trail, Germany's malaise would fester. But would 
anyone else do better? The Christian Democrats' biggest mis- 
take was not to insist, a year or so ago, that Mr Kohl's thought- 
ful, clever and far-from-bland heir-apparent, Wolfgang 
Schauble, should take over as their candidate for the chancel- 
lorship. A second pity is that Germany's economic and social 
liberals, the Free Democrats, who have plenty of good ideas 
about slimming down the state and reducing taxes, have 
failed, as usual, to strike a popular chord. 

If, as seems possible, Mr Schróder's party wins the most 
seats but needs the Greens to form a red-Green coalition gov- 
ernment, it is hard to see him then turning radical reformer. If 
the Social Democrats win the most seats but still cannot find 
a working majority even with the Greens, the prospect of a 
Schroder-led grand coalition of centre-left and centre-right 
draws near. Conceivably, with Mr Kohl shunted into retire- 
ment and Mr Schauble in a senior post alongside Mr Schró- 
der, a team made up ofthe two biggest parties could bring in 
those much-needed reforms. But do not bet on it. With a gov- 
ernment based on a giant compromise, the chief result could 
be a giant fudge. 

Mr Schroder is a talented politician who may perhaps 
know, in heart or head, what Germany needs. There is still 
time for him to tell the voters painful truths. More likely, he 
will stick with his all-things-to-all-people blandness. If so, a 
great opportunity to offer Germans real choices will have 
been missed. And to bet that as chancellor Mr Schróder will 
really bring change will be a gamble indeed. 
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Muzzled in Malaysia 


The jailing of an opposition politician for daring to criticise the attorney 
general and the police is outrageous in principle, dangerous in practice 


N NO society, however open, democratic and tolerant, can 

the right to free speech be absolute. Libel laws protect peo- 
ple from defamation, privacy laws protect them from having 
their innermost secrets broadcast willy-nilly, and laws of con- 
tempt protect courts and defendants alike from having their 
search for justice perverted by irresponsible disclosure dur- 
ing a case. Such laws vary from place to place, but all coun- 
tries, even the United States with its famous first amendment 
to the constitution, accept that individual freedom must be 
limited in some respects at least. Yet they limit it reluctantly, 
because they know that it is when discussion and criticism 
are repressed that societies fester, powers are abused and dic- 
tators build their fortresses. This is particularly so of criticism 
of one branch of the constitution by another: can you imag- 
inean America in which congressmen were barred from criti- 
cising the president or the Supreme Court? No. But there is 
now no difficulty in imagining this in Malaysia. 

This week, Lim Guan Eng, deputy secretary-general of the 
opposition Democratic Action Party, was jailed for 18 months 
by Malaysia's highest court on charges of sedition and 
“spreading false news" (see page 27). These weighty charges 
were brought because, in a public speech and in a pamphlet, 
he had criticised Malaysia’s police and its attorney general 
over their conduct of a case involving a 15-year-old girl anda 
number of men, including a prominent politician. The girl 
testified that all these men had sex with her which, since she 
was a minor, counts as statutory rape. All the men were 
charged, except the politician. 

Mr Lim's criticisms may have been justified, or they may 
not have been. The politician involved, the then chief minis- 
ter of Malacca, may have been innocent, or he may have been 
guilty. His political connections may explain the fact that he 
wasn't prosecuted, or they may have nothing to do with it. 
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From the point of view of free speech and of the jailing this 
week of Mr Lim, the rights and wrongs of these and other criti- 
cisms are beside the point. The issue that should concern Ma- 
laysia's judges, its media, its politicians—indeed, all Malay- 
sians—is whether this elected member of Parliament should 
have had the right to make his criticisms. Any society that val- 
ues free speech would say that he should. Malaysia, it is now 
clear, is not one of those societies. 


An authoritarian drift 


Malaysia's chief justice, Eusoff Chin, would doubtless reject 
this view: free speech must be exercised responsibly, he would 
say, even by parliamentarians. Yet even if you disagree on the 
principles surrounding free speech and the role of parlia- 
ments, the practical effects of this week's judgment may well 
be dangerous. Other critics, inside and outside Parliament, 
will now be scared to speak out. And if there is no scope for 
criticism through the normal, peaceable channels, the risk 
will grow of more violent forms of dissent. 

This jailing is the latest of a string of alarming moves by 
Malaysia's powers-that-be. Editors have been pushed out for 
publishing unwelcome news and views. Malaysia's prime 
minister, Mahathir Mohamad, has blamed assorted foreign- 
ers for his country's economic woes, which seemed a harmless 
habit until he turned his fire on his neighbours in Singapore, 
perhaps because its bank deposits are proving too attractive 
to Malaysian investors. And a series of legal actions involving, 
among others, a foreign reporter, a Malaysian lawyer working 
for the United Nations Human Rights Commission, and à 
labour activist make the law appear—whatever the merits of 
individual cases—an instrument for silencing unwelcome 
voices. While none of this reeks of the more vicious forms of 
violent repression, it still has a nasty, authoritarian smell. 





Collapse in Russia 


The reappointment of Viktor Chernomyrdin as Russia's prime minister shows the 
worthlessness not just of the rouble, but of Boris Yeltsin's second term of office 


E THE presidency of Boris Yeltsin at an end? Technically, 
the answer is no: arising from his holiday torpor last week- 
end, he sacked the entire government, showing that he could 
still throw his constitutional weight around. But this dis- 
missal looks less like the bold coup de théátre with which the 
former Mr Yeltsin, the fearless democrat with a gift for both 
seeing and seizing opportunities, used to surprise the world, 
and more like the desperate act of an old autocrat who has 
run out ofenergy, ideas and options. Out goes the five-month- 
old government of young, reformist Sergei Kiriyenko. In—to 
the sound of a crashing currency—comes none other than his 
plodding predecessor, Viktor Chernomyrdin. And this time 
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both president and prime-minister-designate are talking 
about Mr Chernomyrdin as Russia's next president. That may 
be premature, but Mr Yeltsin certainly looks as frail politi- 
cally as he does physically. His second presidential term 
seems drained of all useful life. 

That term has already proved a gloomy failure—a two- 
year coma interrupted by fits. Reform has foundered, despite 
the efforts of well-intentioned ministers, and now financial 
chaos looms. The first task for the new government, any new 
government, is to repair some of the damage done by the ill- 
considered decisions on August 17th to default on Russia's 
foreign debt and devalue the rouble. That means recognising 


17 








dad scum E 


LEADERS 


the need to reassure foreigners, notably the 1Mr, that any 
money they might in future lend to Russia would not be 
squandered or stolen. It means persuading foreign holders of 
existing Russian debt that they will not again be hammered. 
And it means showing due determination to take hold of the 
country's public finances by collecting taxes and controlling 
spending. In other words, the new government has to show 
that it will not succumb to populism but rather commit itself 
to the creation ofa functioning market economy. 

Could Mr Chernomyrdin be the man to do all this? Only 
the most uncritical optimists will say yes with any conviction. 
In his previous five years as prime minister, he showed no 
zeal for serious reform, preferring to temporise while leaving 
the running to others (see page 57). He was notable, in particu- 
lar, for doing nothing to bring to heel the country's huge natu- 
ral-gas monopoly, Gazprom, the company he used to run (see 
page 63). Last year the World Bank reckoned that, were Gaz- 
prom to lose its tax privileges and fulfil all its tax obligations, 
it would be handing over to the government revenue equiva- 
lent to 2-3% of Gpp. Mr Kiriyenko, until his dismissal, was 
trying to get it to do so. 

Mr Chernomyrdin has always taken care to keep his 
friendships in good repair, maintaining links not just with 
his former Gazprom colleagues but also with some of the ty- 
coons who bankrolled Mr Yeltsin's election in 1996 in return 
for an unseemly grip on the country's affairs, and indeed its 
assets. It is no surprise that one of the foremost of these “oli- 
garchs", Boris Berezovsky, should have greeted Mr Cherno- 


myrdin's return to power with the words, *Big Capital uncon- 
ditionally supports this appointment." His resurrection is 
less popular in the Duma, the lower house of parliament, 
which must confirm him in office, but he leads the country's 
second-biggest party, Our Home is Russia, and has spent 
much ofthe past five months cultivating regional leaders. 


Steady as she sinks? 


If Mr Chernomyrdin can make peace with the Duma, he may 
be able to use his proclaimed managerial skills and un- 
doubted experience to run a stable government. But his path 
will not be smooth. For a start, his rivals for the presidency— 
notably Yuri Luzhkov, the mayor of Moscow, and Alexander 
Lebed, the governor of the Siberian region of Krasnoyarsk— 
will be doing their best to frustrate him. They know that, 
should Mr Yeltsin resign or die, Mr Chernomyrdin would 
take over as president, at least for a period of up to three 
months during which an election would be held. That would 
give him a considerable advantage at the polls, though it 
would certainly not make him an exciting candidate. 

More dangerous to his prospects, however, is Russia's eco- 
nomic and financial predicament. In addition to all its famil- 
iar afflictions—chronic poverty, failing public services, un- 
paid wages—the country now faces an acute banking crisis, 
plus a collapsed currency and the likelihood of renewed in- 
flation. If this is indeed the end, in effect, of Mr Yeltsin's reign, 
he leaves a poisoned samovar. Mr Chernomyrdin may well 
come to regret his willingness to accept it. 





As bad as it gets? 


Depending on your definition, a global recession may already have started 


TR E world economy resembles an aeroplane that has lost 
two of its four engines, with a third now starting to splut- 
ter. Japan is already in recession. A sharp slowdown in China 
may yet push the government to devalue. Many smaller 
emerging Asian economies are suffering their steepest eco- 
nomic declines for half a century. The Russian rouble is 
plunging headlong. Latin America may be the next region to 
hit trouble (see page 69). Last but not least, Wall Street contin- 
ues to wobble. How much more bad news will it take before 
the aeroplane nosedives? 

By some definitions, it already has. Several forecasters 
reckon that world Gp» will grow by less than 2% this year. 
That would be the same as in 1991 and not much faster than 
in 1982 or 1975. All three of those years were deemed times of 
"global recession". In those cases, it was mostly America and 
the other rich economies that suffered outright declines in 
output, while the developing countries continued to grow. 
Now it is mainly the emerging markets that have submerged. 
If the economies of America or Europe slow too, the world 
economy could suffer its worst peacetime setback since the 
depression of the 1930s. 

The developing world now accounts for almost half of 
world output. As financial turmoil has spilled from one 
emerging economy to the next, the risk of global recession has 
markedly increased. True, there are glimmers of better news 
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in some Asian economies (see page 70), notably for their ex- 
ports. And the fiscal stimulus already in the pipeline in Japan 
is bigger than is often realised, which could be enough to stop 
the economy shrinking in the second half of this year. 
However, what happens in America, which accounts for a 
fifth of global output, remains critical. So far, the impact of 
the Asian slump on America has been largely benign: lower 
prices for commodities and manufactured imports and a 
strong dollar have helped to hold down inflation. But weaker 
exports and higher imports are swelling America's current- 
account deficit. At present, as capital flees from emerging 
economies into American banks and securities markets, the 
deficit is easy to finance. But for how long? This is not just a 
technical question. A desertion of Wall Street by foreign in- 


vestors would both contribute to a market collapse and make 


financing that current-account deficit more difficult. 


The best of times, the worst of times 


If Wall Street does crash—taking with it the world economy— 
the blame will doubtless be laid on reckless investment in 
Asia. But the present fragility of America's stockmarket also 
has much to do with recklessness at home. Despite its recent 
falls, Wall Street remains expensive by historical standards— 
as though investors believed that equities were safer now 
than they have been for years, which they patently are not. 
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When investors flocked to Asia earlier this decade, stock- 
markets surged and current-account deficits ballooned. No 
need to worry about that, it was argued: the flow of capital 
reflected these countries’ economic miracles. In one country 
after another, bust then followed boom. A similar process 
may be under way in the United States. Cheerleaders justified 
the surge in share prices and heavy inflows of capital by prais- 
ing America’s miraculous productivity, or in other ways. 
Now, attention has shifted to the risks. High on the list is the 
fact that American asset prices have been sustained by short- 
term flows of portfolio capital, just as in Asia. These could dry 
up or even be reversed, just as in Asia. 

Can anything be done? Some are calling for the Fed to 
slash American interest rates—less because America needs an 
immediate boost than because the world at large does. This is 
misguided, because the best favour America can do the world 
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economy is to preserve economic stability at home. Remem- 
ber that the correction on Wall Street over the past month has 
been modest: it has subtracted something from the case for 
higher interest rates, but certainly fails to justify a cut. Ameri- 
ca's labour market is still tight, consumer demand is still 
strong. Clearer signs of slowing demand are needed before 
the Fed should even think about cutting interest rates. 

This is not to say that the Fed should ignore altogether the 
impact of its monetary policy on the rest of the world. The 
rising risk of a global recession may in time weigh heavily 
with American policymakers—as with the Japanese, who still 
need to do more to clear up their economic and financial 
mess. But thanks to the mistakes of investors at home and 
abroad, the only immediate response they can offer to the 
prospect of world recession is to hope it does not happen. The 
passengers are right to be nervous. 





Digital follies 


Technological change is a reason not for expanding the BBC, as the 


corporation thinks, but for shrinking it 


[14 N MY first day at Broadcasting House,” said the 

BBC's chairman, Sir Christopher Bland, recently, “I 
was given a copy of the BBC telephone directory—three-quar- 
ters of an inch thick, town maps, yellow pages, advertise- 
ments, five orchestras and 20,000 names—and I thought: 
‘Good Lord, I've taken over responsibility for Basingstoke.’ " 
Big enough, one would have thought, for a broadcasting orga- 
nisation; but not, it seems, for Sir Christopher and his direc- 
tor-general, Sir John Birt. For under them the BBC has entered 
its greatest-ever period of expansion (see page 59), which 
comes to fruition this autumn with the launch of digital tele- 
vision in Britain. 

The BBC is a curious survivor of economic evolution, a 
sort of corporate coelacanth. It was born in 1922, matured 
after the second world war, and has all the features ofa typical 
state-owned monopoly of the mid-20th century. Yet as the 
changing political and economic environment killed off (or, 
rather, privatised) its contemporaries, it has adapted through 
a coincidence of circumstances—principally, a symbiotic 
relationship with the government and a strong influence 
over the career prospects of opinion-formers—to survive into 
the modern age. 

But right now the BBC faces the biggest threat yet to its 
existence. Its audience is already shrinking, thanks to the 
growth in multi-channel television, and now digital televi- 
sion threatens to accelerate that trend. The smaller the slice of 
time that Britons spend watching the BBC, the harder it be- 
comes to justify the flat-rate licence fee (in all but name, a 
regressive tax) levied on all the country’s television owners to 
pay for the corporation. 

The BBC decided that if it did not join the digital revolu- 
tion, it would be run over by it. Accordingly, in the space of 
less than two years, it is adding to its two existing television 
channels five free-to-air channels, including a 24-hour news 
channel, five commercial channels produced through a joint 
venture, and a large and expensive Internet presence. 

As far as Sir Christopher and Sir John go, this was no 


THE ECONOMIST AUGUST 29TH 1998 





doubt the right decision. Had they taken a more modest ap- 
proach to the future, the BBC's relative importance would 
have declined and they would no longer have been the big- 
gest cheeses in British broadcasting. But it is not at all clear 
that this was the right decision for the British taxpayer, or in- 
deed the viewer. 

The BBC's justification for the licence fee is that it provides 
services that the market, left to itself, would not provide.Com- 
mercial television, it argues, does not offer the quality and 
diversity of programming that the BBC does. Yet the techno- 
logical change which is driving the BBC's expansion is itself 
undermining those arguments. For digital television, by mul- 
tiplying the number of channels, will provide a far greater 
diversity of service than anything the BBC could offer. Digital 
television in Britain—terrestrial, cable and satellite together— 
will offer around 50 channels. In America, where digital satel- 
lite television is well-established, one of the providers is 
shortly to offer programming in Mandarin, Arabic, Russian, 
Ukrainian and Hindi. And the growth of video on the Inter- 
net will mean the availability of more programming for ti- 
nier niches still. 


If you want quality, feel the width 

But even if the market can provide more diversity than the 
BBC, surely the quality argument still holds? Even if it does— 
and that is debatable, given the dismal standard of some of 
the BBC's own programmes—the corporation is doing no 
good to the quality of its output by spreading the licence fee 
thinner and thinner. 

One cannot blame the BBC's bosses for striking out into 
new ground and settling new territory: they are bound to 
want their fief to grow rather than shrink. Since the BBC re- 
mains (extraordinarily) without an external regulator, it is the 
government's job to set the boundaries for the corporation. 
And right now, the government should be rolling those boun- 
daries back, not letting the BBC push them forward. 
i a —— o — —'Ü' 
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de quest for Proposal — Aona Clearing : Sy stem 






. The Central Bank of Nigeria (on behalf of the Nigerian 

- Bankers’ Committee) invites tenders for the automation 
of the Nigeria Cheque Clearing System, beginning with 
the Lagos Clearing Zone. 


The key business requirements are as follows: 


i All clearing instruments must be fully encoded with 
Magnetic Ink Character Recognition (MICR) data, 
in accordance with the standards set by the Bankers' 
Committee. | 


ii. All MICR-based item processing would be limited 
to the Participating Bank Clearing Centres (PBCCs) 
and their related bank branches. 


iii Transmission of clearing data would be over secure, 
. dedicated communication links. 


iv. The clearing system would be flexible, modular and 
scaleable enough to allow for integration with other 
payment systems, enhancements and changes, in 
line with global trends. 


Prospective Solution Providers are expected to be 
internationally reputable companies with demonstrable 
expertise in the design, development and 
implementation of: 


i. Secure and reliable metropolitan and wide area 
networks; 

i. Relevant item processing and computing 
infrastructure; 

lii. A robust, state-of-the-art clearing application 
software. 


4. Full bidding document is available from the address 
below on payment of a non-refundable application fee 

of 45,000.00 (or US$500.00) payable to Automated 

5 Clearing System Account with CBN Lagos, effective 
from 21* August, 1998. The final date for receipt of 
tenders will be 12" October 1998, 


^. The Bankers’ Committee is not obliged to explain or 
-. enter into any discourse on the selection process and the 
p iic: EE 


"s 1234-1266 317 — 
x: — +234-1-266 9013 © mI 
| Nacsilinkservecom.ng 7 
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sizes, faculty who are o all ll experieticed 


businesspeople, an international participant 
| mix and a strong focus « on personal 
| development add up toa powerful 


preparation for the challenge of leadership. 


Don't leave your career development to 


chance — talk to Ashridge. : | 





Doris Boyle or lane Tobin 
Telephone: *44 (0)1442 841143 
Facsimile: *44 ( 0)1442 841144 


e-mail: coris.boyie@ashridge.org.uk 


Internet: hitp/lwewwashridgeorguk — 








GERMANY'S ELECTION 


Lumbering to th 
finishing-post 


BONN 





Germans no longerseem sure whetherthey are ready to boot out the man who 
has governed them for 16 years, nor what exactly the alternative would bring 


HE campaign has been tedious and 

phoney, but it could nonetheless pro- 
duce a cliff-hanger of a general election. 
With just under a month left to polling day 
on September 27th, all firm bets are off. 
Chancellor Helmut Kohl, who has lum- 
bered uninspiringly through the cam- 
paign, has begun to resemble a cornered el- 
ephant—devilishly hard to bring down. 

Until this week, it had all been looking 
very different. After last year's victories by 
the Labour Party in Britain and the Social- 
ists in France, it seemed as if the Germans 
too would decide it was time for a change 
to the left. All the more sosince in their can- 
didate for chancellor, Gerhard Schroder, 
silvertongued and media-happy as Mr 
Kohl has never been, the opposition Social 
Democrats at last seemed to have come up 
with a winner. 

But now their once-handsome lead in 
the opinion polls has begun to narrow. 
And, for the first time in six months, Mr 
Schroder has been knocked off his perch as 
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the country's most popular politician. Not, 
it is true, by Mr Kohl, whom voters rarely 
seem to like, although they are evidently 
quite happy to vote for him. The new fa- 
vourite is Wolfgang Schauble, the Christian 
Democrats’ parliamentary leader and Mr 
Kohl's "crown prince". 

Could this year’s election, against the 
odds, be about to mirror the last one, in 
1994? Then, as now, Mr Kohl's centre-right 
coalition was far behind in the polls. Then, 
as now, it was helped by an economic up- 
turn. This years sturdy growth in GDP, fore- 
cast to be close to 3%, may not yet have 
made much of a dent in the shockingly 
high number of people out of work, cur- 
rently 4.1m, a rate of 10.7%. But it does help 
the government to argue à bit less implausi- 
bly that its reforms are bearing fruit. 

Most pollsters say it is too late for Mr 
Kohl to make a comeback. They point out 
that when he overtook the opposition in 
the polls four years ago, he made his start a 
good six months before voting day. None- 


theless he did it, and the chancellor loves to 
boast that he loses opinion polls but wins 
elections. He has survived for 16 years as 
chancellor and 25 as chairman ofthe Chris- 
tian Democratic Union (CDU). Now aged 
68, he has squashed countless rivals in his 
own camp and seen off four different So- 
cial Democratic challengers for the chan- 
cellorship. Thousands of Germans are still 
showing up for his campaign rallies, he 
beams, and they are not just coming to say 
goodbye. Mr Kohl knows that many voters 
have not yet made up their minds: some 
polls suggest as many as half. Given a late 
surge in support, and helped by a high 
turnout, Mr Kohl reckons he can still 
squeak back for an unprecedented fifth 
term. As he boasted recently, "The elephant 
is not only standing but fighting fit." 


Two roads divided 


This time, at least, the Social Democrats 
have been better prepared than they were 
in 1994. Their current candidate has far 
more character than their previous one, 
Rudolf Scharping. They are also more disci- 
plined, in public at least, thanks mainly to 
the behind-the-scenes wheedling and arm- 
twisting of Oskar Lafontaine, who bounced 
MrScharping from the party chairmanship 
in 1995. And they have run a flashy cam- 
paign full of fun and media glitz, which 
their critics dismiss as American showbiz 
but which has made the government's ef- 
forts look dull. 

The trouble is that the voters, at first 
charmed by the slick campaign, may have 
begun to peer beyond it, and they are not 
sure they like what they see. The party had 
hoped to widen its appeal by adopting a 
"twin-track" election strategy. Along one 
track breezes Mr Schroder, self-made busi- 
nessman, with a taste for fat cigars and in- 
dustrialists for pals, espousing a “new cen- 
tre” in politics—code for pinching centre- 
minded voters from Mr Kohl. Among those 
heading down this track with him is Jost 
Stollmann, the recently appointed shadow 
economics minister, a 43-year-old entre- 
preneur who has made a fortune in com- 
puters. Mr Stollmann belongs to no party, 
but most of what he says, about freeing 
markets in order to release private initia- 
tive or trimming the role of the state, could 
have come straight from the reformists in 
the government camp. This pair identify 
themselves with Tony Blair, Britain’s La- 
bour prime minister. 

Making his way down the other track, 
meanwhile, is Mr Lafontaine, idol of the 
traditional left and an admirer of Lionel 
Jospin, France’s Socialist prime minister. A 
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foe of social-security cuts, Mr Lafontaine 
reckons that wage increases would help 
boost domestic demand and so create 
jobs—a recipe for disaster, according to 
those economists who believe that high 
German unemployment is the result of la- 
bour being too expensive. In public, Mr La- 
fontaine slaps Mr Schröder on the back. In 
private, he is busy keeping restive left-wing- 
ers in check, at least until polling day. 
Voters who had not yet noticed for 
themselves that these two tracks were lead- 
ing in rather different directions were, be- 
latedly, helped out by Mr Kohl's men. Hith- 
erto preoccupied by their own squabbles, 
they leapt at the chance to expose the 
contradictions after the Social Democrats 
unveiled, on August 20th, a "start-up pro- 
gramme" for their first 100 days in office. 
Partly a rehash of what the party had al- 
ready published, the document was a mish- 
mash of policies, from the left and the cen- 
tre, which did not really add up. Where the 
programme was specific over action—for 
example, about its plans to reverse the gov- 
ernment cuts in pensions and sick pay—it 
was quite unspecific over finance: how 
would it pay for such measures? It made a 
nod towards business—for example, with a 
promise to bring down corporate tax- 
ation—but gave no sense of when this 
might realistically happen. Mr Stollmann 
the free-marketeer, stresses the CDU with 
delight, was not even in Berlin for the 
presentation of the programme, suppos- 
edly because of “prior engagements". He 
had made a speech there only a day earlier 
about the path to “a new economic mir- 
acle", which had rung quite differently. 
What would the Social Democrats 
really do if they reached office again? How 
far would a Schröder government have to 
repay debts to the left in return for the lefts 
silence during the campaign? It is hard to 
judge. There would certainly be rows with- 
in the party, which some people reckon 
could be as fierce as those that rent it in the 
late 1970s and early 1980s, when the prag- 
matic Helmut Schmidt was chancellor and 
the visionary Willy Brandt was chairman, 
even though much of the feuding then was 
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over foreign and defence matters. 

The government has seized upon the 
Social Democrats’ economic confusions 
with glee. But, truth to tell, its own record of 
reform after 16 years in office is under- 
whelming. Mr Kohl may have helped guide 
through two of the most ambitious politi- 
cal projects in post-war Europe—German 
unification and the decision to join the 
new single European currency. But Ger- 
man confidence has begun to crumple un- 
der the weight of an increasingly outdated 
and rigid economy, which was once the 
envy of Europe. 

The Christian Democrats complain 
that the Social Democrats blocked their 
"tax reform of the century", which they 
rightly say was, and is, essential to boost in- 
vestment and create jobs; but the govern- 
ment did not even get round to the plan 
until last year. Its efforts to reform the pen- 
sions system and the health service only 
scrape at the surface of the problems they 
are designed to solve. Privatisation has 
been too slow, deregulation too feeble, the 
promise to slash subsidies never kept. True, 
the huge costs of German unity after 1990 
blew the government off course for a time. 
But the economy might have been better 
equipped to cope with unification had ac- 
tion been taken much earlier. 

The boldest voice urging intelligent re- 
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form in fact belongs to the Free Democrats, 
the liberals, who are junior partners in the 
governing coalition. On taxation, for in- 
stance, they demand that the muddled sys- 
tem be drastically pruned, leaving just 
three main rates and no exceptions. On 
pensions, they urge a far more rapid move 
towards a private system than the CDU. But 
the Free Democrats rarely win much more 
than 536 of the vote, the minimum needed 
to enter parliament, and their policy influ- 
ence remains small. 

Despite its image of itself, the govern- 
ment is no paragon of reformist zeal. In- 
deed, for many of Germany's instinctively 
cautious voters, that is precisely the attrac- 
tion of Mr Kohl. He talks of reform, but 
simultaneously seems to offer the assur- 
ance that, should it ever come, it would not 
hurt much. Curious, then, that the business- 
like Mr Schauble, who would certainly be a 
lot bolder in office, should be so popular. 
One explanation is that he seems to repre- 
sent German voters’ own divided senti- 
ments: he is at once a member of Mr Kohl's 
reassuringly conservative party and an em- 
bodiment of Christian Democratic values, 
while having the decisiveness needed to 
carry out the reforms that Germans in their 
hearts know the country needs. If Mr Kohl 
were to win, however, it would probably be 
at least a couple of years before he stepped 
down in favour of his crown prince. 


Two men in a boat 


It may, though, never come to this. Even 
with the late campaign burst that Mr Kohl 
is banking on, the poll could still leave the 
two main adversaries, the Social Demo- 
crats on one side, the Christian Democrats 
and their Bavarian allies on the other, 
deadlocked with about 4096 of the vote 
each. Since the Free Democrats and the 
Greens will probably each win no more 
than 5-7%, it might be that neither side has a 
workable parliamentary majority. 

Mr Schroder once said that he would be 
ready to form a red-Green government of 
Social Democrats and environmentalists, 
even if it had a majority of only one— 
though he has since made clear that this 
was some kind of a joke. The government 
likes to frighten voters with the dire pros- 
pect of a "popular front": an alliance be- 
tween reds, Greens and the Party of Demo- 
cratic Socialism (pps), the successor to the 
East German communist party. In theory, 
this might give Mr Schroder a clear major- 
ity, but he would almost certainly never try 
it. Co-operation at federal level with the 
Pps would carry too big a risk of splitting 
the Social Democrats down the middle. 

The most plausible alternative would 
be a grand coalition of Social Democrats 
and Christian Democrats, which many vot- 
ers say they favour most of all. If the Chris- 
tian Democrats emerged from the poll only 
a nose ahead, the chancellorship would 
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A not-so-model system 


BONN 


C6 T7 EEP up the work on model Ger- 

many," ran an election-campaign 
slogan a few decades ago. A model the 
country was, or once seemed to be. Its fed- 
eral structure devolved political power, to 
the relief of other Europeans, tapping a 
tradition long preceding Hitlers Reich. 
Its intricate voting system, a mix of direct 
election and proportional representa- 
tion, was widely seen as fairer than a Brit- 
ish-style first-past-the-post set-up. These 
days, though, the model looks cumber- 
some and flawed. 

Over the years, successive federal gov- 
ernments have increasingly poked their 
noses into the affairs of the Lander 
(states) and vice versa. State premiers 
wheel and deal in the Bundesrat, the up- 
per chamber of the federal parliament, to 
stymie government legislation they do 
not fancy or to pontificate on foreign pol- 
icy, which is not supposed to be their af- 
fair. Yet, back home in the provinces, they 
cannot even get a university built without 
the nod, and money, from Bonn. 

This was not what the architects of 
democratic Germany foresaw when they 
met 50 years ago this month to draft the 
constitution. According to that docu- 
ment, the states were to have a "size and 
capacity... effectively to fulfil the func- 
tions incumbent upon them." They do 
not. Even before German unification in 
1990 there were too many small poorish 
states, and too few rich ones, among the 11 
in former West Germany. The problem 
was only compounded with the addition 
of the “pfennigless five" from the east. 

Under a messy formula called the Fin- 
anzausgleich (financial equalisation), 
which badly needed an overhaul even be- 

| fore unity, billions of p-marks are shut- 
tled around every year to help prop up the 
poorer states. Bad enough that the ar- 
rangement tends to deter the net benefi- 
ciaries from getting their own financial 
houses in order. Worse still, the federal 


probably fall to Mr Scháuble. Mr Kohl has 
said that he wants no part in such an alli- 
ance, and so would presumably resign, 
though it was only a few years ago that he 
equally firmly pledged not to run in 1998. If 
the Social Democrats just scraped in ahead, 
the top job would go to Mr Schroder. 
Would a grand coalition be bad news 
for Germany? Maybe not too bad, so long as 
the enthusiasts for bold economic and so- 
cial reform were able to join forces and 
shove aside the doubters. Certainly, there is 
little to divide the two main parties on for- 
eign policy, not even on tricky issues like 
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government, by paying ever-bigger sums 
into the common pool, is increasingly 
able to boss about the states as it pleases. 
What might be an alternative? The In- 
stitute for Economy and Society, a Bonn 
think-tank, suggests that some of the 
Lander should be merged, to create, for 
example, seven better-balanced states in- 
stead of the current patchwork of 16. This 
is sensible, but regional feeling—amount- 
ing sometimes to patriotism in such 
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Lander as Bavaria—runs high. Only two 
years ago, a scheme to combine Berlin 
and Brandenburg, which was backed by 
the governments of both, was rejected in a 
referendum. 

Less ambitious, but still tricky, would 
be a reform of the Finanzausgleich itself. 
Plainly, the richer states, which have to 
fork out for their poorer neighbours, are 
keen on this. They regularly troop off wail- 
ing to the Constitutional Court, but so far 
to no effect. 

One idea, backed by the Friedrich- 


NATO-enlargement and Bosnia. Such an al- 
liance would also, in principle, have the 
weight to overhaul the country's federal 
structure and voting system (see box). 

But there would be two dangers. One 
would be that the new mam- 
moth would encompass po- 
litical groups of such vast dif- 
ferences of opinion that it 
would become paralysed, un- 
able to push any reforms 
through at all. The other is that, 
by virtually neutering opposi- 
tion inside parliament, a 
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Naumann-Stiftung, a political founda- 
tion close to the Free Democrats, would 
be to give the regions (both the states and 
the local authorities) more powers to raise 
their own revenue. This would free them 
from their tight financial dependence on 
the federal government, and thrust more 
responsibility on to their shoulders— 
though eastern Germany as a whole, still 
suffering from the shambles communism 
left behind, will need special help for 
years to come. It would also leave the 
Bundesrat with less excuse for meddling 
in federal affairs. Which, in turn, might 
well help clear the legislative logjams in 
Bonn (and then Berlin, to which the gov- 
ernment moves next year). 

The other constitutional reform 
mooted is an overhaul of the pretty baf- 
fling voting system itself. Alarmingly, 
opinion polls suggest that few Germans 
realise that of their two votes—the first for 
a local candidate, the second for a party— 
the latter is the vital one that decides 
which share of Bundestag seats each party 
receives. Because the second vote elects 
candidates from lists drawn up by party 
bosses, it sometimes brings into parlia- 
ment people who have little knowledge 
of, let alone sense of direct responsibility 
for, voters on the ground. Thanks to the 
country's complicated electoral rules gov- 
erning the two-vote system, the total num- 
ber of seats in the Bundestag, already 
hefty at 672, keeps on growing. 

The system's biggest snag, though, is 
that it almost always makes for finely bal- 
anced coalition governments in Bonn. 
Bold reforms are often whittled down by 
squabbling among the coalition partners 
to the blandest common denominator— 
and then, as often as not, opposed by the 
Lander in the Bundesrat. Perhaps a grand 
coalition, such as Germany had in the late 
1960s and may have again after next 
month's general election, is the price to be 
paid for decades of mini-coalitions that 
have failed to get the job done. But would 
even a grand coalition get down to renew- 
ing the federal structure and shaking up 
the voting system? Don't bank on it. 


grand coalition would encourage it out- 
side. The only previous such alliance in 
post-war Germany, in the late 1960s, was 
blamed for doing just that. A repeat could 
well mean more brutish behaviour on the 
streets by the far right, which 
has already had some alarm- 
ing successes in recent re- 
gional elections, but will prob- 
ably not jump the 5% hurdle 
needed to secure seats in the 
Bundestag. That is a prospect 
Germany could do without. 
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America reacts | 


In response to the bombing 
of its East African embassies, 
America fired some 80 cruise 
missiles at an Islamist train- 
ing complex in Afghanistan, 
run by a militant Saudi dissi- 
dent, Osama bin Laden, and 
at a drug factory in Sudan 
that the Americans claimed 
was helping to make chemi- 
cal weapons. 


One person was killed by a 
bomb in a Planet Hollywood 
restaurant in Cape Town. 
Early reports linked the 
bombing with local Muslim 
groups. A small bomb ex- 
ploded in central Tel Aviv. 








Scott Ritter, an American 

weapons inspector in Iraq, re- 
signed. He accused the Secu- | 
rity Council of spinelessness. 
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official in southern Lebanon, 
killing him. In retaliation, 
Lebanese guerrillas fired 
rockets into northern Israel. 


Nigeria's electoral com- 
mission announced a time- 
table for democracy, starting 
with local elections on De- 
cember sth and ending with 
a presidential election on 
February 27th. 


Imperial command 


In the midst of an economic 
crisis, Russia's president, Bor- 
is Yeltsin, sacked Sergei Kiri- 
yenko, 36, his prime minister 


_ of only five months, and re- 


appointed his 60-year-old 
predecessor, Viktor Cherno- 
myrdin, who, Mr Yeltsin 
then declared, should now be 
considered his heir. The rou- 
ble plummeted even further. 


In the wake of the Omagh 
bombing, the British and 
Irish prime ministers recalled 
their parliaments from sum- 
mer recess to rush through 
new security measures. These 
were aimed at imprisoning 
dissident Irish republicans, 
who have continued their 
campaign of violence despite 


| the Good Friday agreement. 


| Civilliberties groups criti- 


Britain and America agreed 
that the two Libyan suspects 
in the 1988 Lockerbie bomb- 
ing could be tried under Scot- 
tish law, by a panel of three 
Scottish judges, in the Nether- 
lands. Libya, which had origi- 
nally proposed an interna- 
tional panel, appeared to 
respond positively. 





Angola and Zimbabwe sent 
troops and aircraft to help 
Congo's Laurent Kabila put 
down a rebellion, backed by 
Rwanda and Uganda. Kisan- 
gani, a city held by the rebels, 
came under attack; the rebels 
launched an assault on the 
capital, Kinshasa. 


Israeli helicopter gunships 
rocketed the car of an Amal 
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cised the measures. 


The prime minister of 
France's previous govern- 
ment, Alain Juppé, a Gaull- 
Ist, was put under investiga- 
tion as part of a probe into 
alleged payroll abuses in 
Paris when Jacques Chirac, 
France's current president, 
was the city's mayor and Mr 
Juppé its finance director. 


Disenchanted 


Politicians in both parties 
continued to react to Presi- 
dent Clinton's admissions in 
the Lewinsky affair. The 
leader of the House Demo- 
crats, Dick Gephardt, refused 
to rule out the possibility of 
impeachment; Democrats in 








general distanced themselves 
from the president. 


_ Janet Reno, the attorney-gen- 


eral, at last announced an in- 


| quiry into whether an inde- 








pendent counsel should be 
appointed to decide whether 
Vice-President Al Gore 
broke campaign-finance laws 
during the 1996 campaign. 


Canada’s federalists and its 


| Quebec separatists both 
| claimed victory after a Su- 


preme Court ruling that the 
province could not, in law, 
secede unilaterally—but that a 
"clear majority" for secession 
in a referendum there would 
impose a duty to negotiate on 
the rest of Canada. 


The politics of Mexico's bank 
bail-out grew nastier still. The 
left-wing PRD claimed proof 
that some loans by a now 
bust bank went into the rul- 


| ing PRI's 1994 election chest. 


| The right-wing PAN said 
| banks must bear 100% of the 
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cost of any loans that 
Fobaproa, the bail-out fund, 
cannot get repaid. Even the 
PRI Says 30%. 


Peru's president Alberto 
Fujimori sacked his armed- 
forces chief, General Nicolas 
Hermoza. He also reap- 
pointed as prime minister 
Alberto Pandolfi, holder of 


| the post till June. 





While the north-east of Brazil 
baked in drought, plans to fill 
a hydro-power reservoir in its 
south-west raised protests: the 
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mighty, and tourist-drawing, 
Iguacu falls would lose most 
of their flow for seven or 


| eight weeks from mid-Sep- 


tember, said the Argentine 
province that shares them 
with Brazil and Paraguay. 


Asia dissents 





Malaysia's highest court gave 
an 18-month jail term to Lim 
Guan Eng, à prominent op- 
position politician who had 
used a pamphlet to criticise 
the attorney-general and the 
police. Also barred from Par- 
liament for five years after his 
release, he will miss the next 
two general elections. 


Satisfied with continuing eco- 
nomic reforms in Indonesia, 
the IMF released another $1 
billion of its rescue package. 
Former President Suharto's 
son-in-law was sacked from 
the army and could face trial 
for the kidnapping and tor- 
ture of dissidents. On Sula- 
wesi island rival factions 
fought in the street for control 
of a minority party. 


Myanmar's leading democ- 
racy campaigner, Aung San 
Suu Kyi, ended her second 
roadside protest, exhausted 
after 13 days. The military 
government said it would 
neither talk to her, nor allow 
the opposition to form its 
own parliament. 


Protests outside parliament 
in Phnom Penh would con- 
tinue, said Cambodia's oppo- 
sition leader, Prince Noro- 
dom Ranariddh. Up to 5,000 
people gathered to demand 
that votes in last month's 
election be recounted. 
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Rubble 


Any remaining confidence in 
the rouble vanished as Rus- 
sia's financial crisis worsened. 
In its biggest one-day fall in 
four years, the Russian cur- 
rency sank 40% against the D- 
mark; the central bank gave 
up trying to support the cur- 
rency, and suspended for- 
eign-exchange dealing. Three 

| big banks, Uneximbank, 
Menatep and Most Bank, said 
they would merge. The IMF, 
due to release $4.3 billion 
soon to Russia as part of an 
aid package, is watching 
glumly. 


Foreign investors started to 
run up big losses in their 
Russian investments. Credit 
Suisse First Boston, an invest- 
ment bank, said it had lost at 
least $250m in less than two 
months, mainly thanks to 
Russia. And George Soros's 
Quantum Fund said it had 
lost up to $2 billion—ironic 
this, since Mr Soros helped to 
trigger the latest crisis. 





World stockmarkets sagged 
again, partly in response to 
Russia's difficulties. Tokyo's 
shares fell to a six-year low as 
political wrangling over Ja- 
pan's bank reform, and 
over intervening to support 
the yen, depressed the Nikkei 
share average. 


Picking up the bits 


Battered British Biotech 
picked Elliot Goldstein of 
SmithKline Beecham as its 
new chief executive, replacing 
Keith McCullagh, the compa- 
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ny's founder who is retiring 
after various allegations that 
included misleading inves- 
tors. The company's shares 
have fallen by nearly 80% 
since February. 


It was reported that Europe's 
leading public and commer- 
cial broadcasters favour Sun 
Microsystems' Java operat- 
ing software for the next gen- 
eration of digital televisions 
and set-top boxes. The 200- 
member Digital Video Broad- 
casting project has no formal 
clout, but national regulators 
anxious to see a common 
standard in Europe are likely 
to take heed. 


Britain's Yardley Group, a 
venerable cosmetics firm, was 
placed in receivership after 
running up debts of nearly 
$200m. The firm has lost ap- 
peal among younger con- 
sumers. It is now looking for 
à buyer. 


Germany's biggest bank, 
Deutsche Bank, lost its AAA 
credit rating from Standard & 
Poor's. Rabobank of the Neth- 
erlands is now the world's 
only privately owned bank 
still to have the highest possi- 
ble rating. 


Merrill Lynch agreed to pay 
a $2m penalty for its part in 
the 1994 bankruptcy of Or- 
ange County, California. 
America's Securities and Ex- 
change Commission had ac- 
cused the securities firm of 
negligence for failing to warn 
investors of the risks. Merrill 
Lynch denied wrongdoing. 


Half of the $5.2 billion in 
fines imposed by the Securi- 
ties and Exchange Commis- 
sion since 1985 have never 
been collected. Reputable 
firms usually pay up, as did 
junk-bond king Michael 
Milken, whose $450m bill 
means he has paid more than 
any other person. 


In a setback for its privatisa- 


tion programme, the Greek 
government failed to sell Io- 
nian Bank The only reliable 
offer was far below the gov- 
ernment’s expectations. 


Insurers merge 


Jan Feb Mar re Jul Aug 
Source: Datastream/ICV 


America's Marsh & 
McLennan, the world's big- 
gest insurance broker by reve- 
nue, made an agreed bid of 
£1.2 billion ($2 billion) for 
Sedgwick, a lacklustre British 
rival. M&M is paying a hefty 
premium but is counting on 
saving at least $150m a year. 
This latest industry merger 
follows the $1.4 billion buy- 
out last month of Britain’s 
Willis Corroon by America’s 
KKR, a buy-out specialist, and 
a group of insurers. 


AMP, Australia’s biggest life 
assurer and fund manager, 
launched the country’s big- 
gest-ever takeover bid with a 
A$3.01 billion ($1.73 billion) 
offer for GIO, a troubled gen- 
eral insurer and reinsurer, 
which promptly rejected the 
bid. G1O's previously sliding 
shares soared 28%. 


The world’s fifth-biggest rein- 
surer, Germany's Hannover 
Re, agreed to pay $500m for 
Clarence Insurance Group, an 
American speciality insurer. 


Europe's leading insurance 
companies reached agree- 
ment with several American 
states to allow an interna- 
tional commission to decide 
how much they owe in un- 
paid insurance benefits to 
victims of the Holocaust. 
Lawyers in America repre- 
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senting relatives of the vic- 
tims said the agreement was 
not enough to stop class- 
action litigation. 


Backing off 


Recent legislation allowing 
South Korea's troubled firms 
to sack workers has failed in 
its first big test. Hyundai 
knuckled under to unions, 
and a government that lost its 
nerve, and agreed to lay off 
far fewer workers than it had 
wanted to. The car maker had 
wanted to shed some 1,500 
jobs; after a month of trouble 
and wrangling a mere 277 
jobs will go. 


After the collapse of its 
planned $8.3 billion merger 
with Lockheed Martin, Nor- 
throp Grumman continues 
to restructure. Another 2,100 
jobs will go, with the aim of 
cutting the workforce from 
54,000 to 46,000. More than 
10,000 jobs are being cut in 
aircraft production. But the 
group's information-technol- 
ogy and electronics units will 
take on around 2,500 extra 
staff. 


British Airways dealt its 
usual supplier, Boeing, a blow 
by placing a huge order for 
medium-range aircraft—a fast 
expanding market—with Air- 
bus, worth $9 billion on pa- 
per: discounts will slash that 
bill. BA placed a firm order 
for 59 single-aisle aircraft, 
with options on 130 more, for 
use in the deregulating Euro- 
pean market. Boeing remains 
BA's long-haul supplier: it 
won a firm order for 16 of its 
777 aircraft worth (again, on 
paper) $2.4 billion. 
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Offshore Fund Performance to 3rd August 1998 


Since Launch 5 Years 

Position | | Position 
Equity Funds Launch Date % Change in sector % Change in sector 
American Growth 21.4.84 +1648.3 1/10 +131.3 23/44 
Asian Smaller Markets 8.3.93 5.0 10/74 -18.2 15/78 
Emerging Companies 8.4.85 *B67.7 1/29 +85.8 40/113 
European Growth 8.11.86 +4218 AR +1775 19/36 
Far Eastern Growth 8.11.86 +200.3 2/14 -16.2 17/37 
International Growth 25.1.83 ai ATL -81.8 47/113 
japanese Growth 30.11.91 ZH: 7/52 XA 32/69 
Latin American Growth 31.1.95 +18.0 18/23 : : 
UK Growth 24.10.87 +4967 1/24 +135.4 17/58 


Income Accumulator Fund 


US Dollar Bond Class 27.1.97 
International Bond Class 27.1.97 
US Dollar Money Market Class 27.1.97 
Sterling Bond Class 27.1.97 
Sterling Money Market Class 27.1.97 





Perpetual aims to provide investors with a wide range of offShore funds and a consistent performance record 

Our award-winning investment advisers have in-depth knowledge of their markets and thc flexibility to make investment decisions as they 
see stockmarket prospects alter. 

This has led to 7 of our 9 equity funds achieving top quartile pertormance since launch and | out of 8 equity funds achieving it over five 
years. Four of our equity funds have achieved Standard & Poor's Fund Research ratings, based on an assessment of performance consistency, 


investment philosophy and the individual fund manager's ability. , 





So if you are looking for access to some of the best investment opportunities with offshore tax advantages, 


make Perpetual your first port of call. For more information, complete the coupon, telephone 


+44 (0)1534 607660 or fax on +44 (0)1534 510510. Alternatively, talk to vour Financial Adviser Perpetual 


To: Perpetual Fund Management (Jersey) Limited, PO Box 459, d'Hauteville Chambers, Seale Street, St Helier, Jersey, JE4 8WS, Channel Islands. Please send me 
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ASIA 


Malaysia's rough justice 


KUALA LUMPUR 


The jailing of an opposition leader is the latest case to raise concern about 


freedom of speech in Malaysia 


66 KS justice alive, keep Guan Eng 
free”, proclaimed a banner dis- 
played outside Kuala Lumpurs highest 
court by supporters of Malaysia's opposi- 
tion Democratic Action Party (DAP). But on 
August 25th the court upheld a conviction 
for sedition against Lim Guan Eng, a prom- 
inent DAP member of Parliament, and 
packed him off to prison. It is not only Mr 
Lim's supporters who are wondering where 
this leaves freedom of speech in Malaysia. 

With the downfall three months ago of 
President Suharto in Indonesia, Malaysia's 
prime minister, Mahathir Mohamad, has 
become South-East Asia's longest-serving 
ruler. Buffeted by the economic storms that 
have driven his country into severe reces- 
sion, he is also beginning to look more and 
more autocratic. 

For much of August, Dr Mahathir has 
been touring Malaysia, rallying support. 
One day he rants against the foreign ele- 
ments he says are responsible for 
Malaysia's economic predicament, 
and on another he shrugs off talk of 
crisis—despite plunging industrial 
output and a 7% drop in second- 
quarter GDP compared with the 
same period a year ago—as mostly 
the invention of the foreign media. 
All this fuels speculation he may call 
a snap election later this year to con- 
solidate his grip on power. 

The prime minister seems to be 
parting company not just with for- 
eigners but also with his long-time 
deputy, Anwar Ibrahim. Until re- 
cently, the 51-year-old Mr Anwar 
looked like the heir-apparent to 73- 
year-old Dr Mahathir. Now Mr 
Anwar appears to be increasingly 
pushed to the margins. 

In June Dr Mahathir brought an 
old chum and former finance minis- 
ter, Daim Zainuddin, into the cabi- 
net with an economic brief that has 
clipped Mr Anwar's wings. Soon af- 
ter, two newspaper editors and a 
television executive, all known sup- 
porters of Mr Anwar, lost their jobs. 
True, the police are now prosecuting 
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the author of a book, “50 Reasons Why 
Anwar Cannot Become Prime Minister". 
This was circulated among delegates who 
were attending the recent general assembly 
of the United Malays National Organisa- 
tion (UMNO), the ruling party. It made alle- 
gations of sexual misconduct against Mr 
Anwar, which he denies. 

Any criticism ofthe government and its 
policies has long disappeared from the lo- 
cal media. Some lawyers and opposition 
politicians now fear that, with Mr Lim's 
case, the judiciary is reinforcing the trend. 

Mr Lim's offence goes back to 1995 
when he spoke out about a sex scandal that 
appeared to involve the then chief minister 
of Malacca, a prominent member of 
UMNO. A 15-year-old girl claimed to the po- 
lice that the minister was one of 15 men 
with whom she had had sex. In a public 
speech, Mr Lim asked why the attorney- 
general, Mohtar Abdullah, had pressed 





Lim, and speech, lose their freedom 


charges of statutory rape against the other 
14 men but not the minister. The attorney- 
general said there was insufficient evi- 
dence to make charges. Mr Lim also asked 
in a pamphlet why the girl was being held 
by police—in “protective custody"—but the 
minister was not detained. 

Mr Lim's voice was not the only one 
raised in outrage. Marina Mahathir, the 
prime ministers daughter, wrote critically 
about the case in her local newspaper col- 
umn. But among the critics, only Mr Lim 
was prosecuted. He was convicted last year 
and fined. An appeals court earlier this year 
upheld the ruling and imposed a prison 
term. The new ruling, in a second appeal, 
means Mr Lim will serve two concurrent 
18-month prison terms, and as a result will 
lose his seat in Parliament. 

Some Malaysian lawyers claim the deci- 
sion to prosecute was discriminatory and 
the evidence so flimsy that it hardly justi- 
fied a court hearing, much less a conviction 
and such a harsh sentence. The chief justice, 
Eusoff Chin, who led the hearing, dis- 
agreed. If an MP broke the law, he declared, 
people should not blame the authorities or 
the courts, the fault was the MP's. 

A Canadian lawyer observing the trial 
for Amnesty International reached a differ- 
ent view. “The government of Malaysia’s 
continuing use of restrictive legislation on 
those who express dissenting opinions en- 
genders a public reluctance to criti- 
cise those in power,” he said. 

Nor is this the only legal action 
raising concern about use of the law 
in Malaysia. A Draconian internal 
security act, which allows the deten- 
tion of people without trial, was re- 
cently used by police to arrest four 
people for spreading untrue ru- 
mourson the Internet about civil un- 
rest in Malaysia. 

Malaysia is also in dispute with 
the United Nations over a promi- 
nent lawyer, Param Cumaraswamy, 
who was appointed as a UN special 
rapporteur to monitor judicial inde- 
pendence. Remarks he made accus- 
ing some Malaysian businessmen of 
improper behaviour has led to law- 
suits seeking some $70m in damages 
for defamation. Malaysia was unim- 
pressed by a note from the UN’s sec- 
retary-general, Kofi Annan, affirm- 
ing Mr Cumaraswamy's role and his 
immunity from prosecution under 
existing conventions. The case is 
now pending before the Interna- 
tional Court of Justice in The Hague. 
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ASIA 
South Korea 


Trouble upon trouble for Kim 


SEOUL 


Its president faces an uphill battle to pull South Korea out of its mess 


IM DAE JUNG promised sweeping re- 

forms to save South Korea from its 
economic crisis after he was elected presi- 
dent last December. But he has faced a daily 
battle that seems to get only tougher, fight- 
ing bureaucrats, businessmen, militant 
trade unions and those from outside his 
political base in the south-west. On top of 
that, he leads a minority coalition govern- 
ment. The settlement on August 24th of a 
month-long strike at Hyundai Motor, the 
country’s biggest car maker, reveals much 
about his growing ineptitude. 

Hyundai was the first giant conglomer- 
ate, or chaebol, to announce extensive lay- 
offs. That immediately triggered strikes and 
protests which culminated in 5,000 work- 
ers and their families occupying a Hyundai 
plant in Ulsan, in the south-east. Riot police 
were called in and a bloody confrontation 
seemed likely. When the labour ministry's 
mediation failed, Mr Kim dispatched a 


team of politicians. They negotiated a deal: 
instead of the 1,538 workers whom Hyun- 
dai had wanted to lay off (already cut from 
almost 5,000), the company would sack just 
277 (167 of them in the cafeteria). The re- 
maining 1,261 workers will now return to 
work after 18 months of unpaid leave. 

That will not help Hyundai much. Its 
domestic sales have plunged by half this 
year and the strike has cost the company 
some $700m in lost production. It has also 
forced many of its subcontractors out of 
business. Yet both sides claim victories of 
sorts. Hyundai believes the union now ac- 
cepts the principle of lay-offs; the car maker 
has at least persuaded another 6,750 work- 
ers to accept voluntary retirement. For their 
part, the union reckons the strike will deter 
other firms from mass sackings. 

Yet in general the bloated chaebol are 
doing littleto restructure (see page 68). Most 
of the pain is falling on small firms where 


unions are not powerful. Despite lots of fi 
nancial help, such as as low-interest loans 
more than 7,000 small firms went bust ir 
the first half of the year, compared with 
8,000 for the whole of 1997. Unemploy 
ment has soared to 7.6% from less than 3% 
last year, and shows no sign of slowing. 

The unions, and indeed many other 
South Koreans, are especially worried that 
the safety net for those thrown out of work 
is inadequate. Mr Kim has promised to im- 
prove social security if the unions will ac- 
cept an end to lifetime employment. But 
many claim Mr Kim's government is fail- 
ing to keep its side of the bargain. 

The government has set aside some 4 
trillion won ($3.1 billion), equivalent to 1* 
of Gpp, for social security, but this is widely 
seen as insufficient. Two-fifths of it is being 
financed by an unemployment-insurance 
fund that workers and firms pay into. But 
only half the unemployed are eligible to re- 
ceive payments. Those who are eligible get 
half their salary for the first five months, a 
third for another two months and then 
nothing. 

The government has tried to revise the 
law so that all unemployed workers be- 
come eligible, but it has not yet got the 
change through the National Assembly. 





Japan's new dropouts 


TOKYO 


SURE sign that Japan's recession is 
causing pain is when a country of 
education zealots starts pulling its chil- 
dren out of school. With unemployment 
at a post-war high of 4.3% and bankrupt- 
cies increasing, a growing number of par- 
ents are unable to afford what was once 
their pride and joy—an expensive and ex- 
clusive education for their offspring. 
Only anecdotal information exists 
while nervous authorities sit on the fig- 
ures. But in one private university in west- 
ern Japan dropouts have more than dou- 
bled in the past three years. Requests by 
parents for deferrals and instalment 
plans to pay fees are rising—even at some 
of Tokyo's poshest academic institutions. 
A shortage of money is not the only 
reason why students are leaving prema- 
turely. With lifetime employment a fad- 
ing memory and only 65% of graduates 
finding jobs this year, students (notably 
in arts courses) are leaving college early, 
hoping to get a jump on others in the job 
queue and obtain vocational qualifica- 
tions to improve their career prospects. 
Nor are private universities the only 
ones feeling the chill winds of recession. 
Private high schools are suffering, too. A 
survey by aunion that represents teachers 
at private high schools in Miyagi prefec- 
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ture found almost 10% of parents had 
been unable to pay their fees for more 
than three months. Parents are also prun- 
ing elsewhere. The Ministry of Education 
has found that average spending on some 
educational extras, such as private tutors, 
cramming schools and home-study 
courses, went down between 1994 and 
1996 by as much as a third. 


What has alarmed the authorities is 
that cutting back on school fees has long 
been seen by most Japanese parents as an 
economy of last resort. One effect has 
been to halt a drift from public to private 
schooling. Fees at a typical private high 
school in Japan can amount to almost 
Y1m ($6,800) a year. After that, four years 
oftuition plus living expenses at a private 
university could add another Y10m. With 
public education available for about half 
that, it is a bargain an increasing number 
of Japanese parents find hard to refuse. 





Well worth the fees? 
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And Mr Kim's plans to create jobs through 
public works and to launch ambitious re- 
training schemes have yet to be fully imple- 
mented; they are held up by a shortage of 
money. The government would like to 
spend an additional 2.2 trillion won on the 
unemployed, but once again parliament 
must first give its approval. 

Some South Koreans fear Mr Kim is un- 
able to stand up to vested interests that op- 
pose reforms. This is not helped by the 
main opposition party, which holds 150 
seats in the 299-member National Assem- 
bly, and which has been embroiled in in- 
fighting; it only recently confirmed the ap- 
pointment of the prime minister—six 
months after Mr Kim had chosen him. The 
legislature is sitting on nearly 300 bills, all 
chiefly designed to push through reforms. 

Mr Kim pins his hopes on getting more 
than a dozen members of the opposition to 
defect to his party. But even a majority 
would not solve his problems. Although Mr 
Kim remains optimistic that the economy 
will bottom out soon, the recession could 


be longer and deeper than many expect. 
Real GDP shrank by 5.3% in the first half of 
this year, compared with growth of 6.2% in 
the same period a year earlier. Many expect 
GDP to fall by 8% this year. With tax reve- 
nues falling, the budget deficit is likely to be 
over 5% of GDP this year, higher than the 4% 
agreed on with the mF, and will continue 
to rise. Nevertheless, amid the gloom there 
are some bright spots, such as growing ex- 
port volumes (see page 70). 

Local economists reckon the govern- 
ment will need more than 100 trillion won 
to reform the economy, including bailing 
out the sick banks. The government hopes 
to raise half the money by privatising prof- 
itable state-owned firms, such as Pohang 
Iron and Steel and Korea Electric Power. 
But Mr Kim faces plenty of opposition to 
that. Lee Kye Sik, the president's man in 
charge of reforming the government and 
privatising state-owned firms, fears strong 
action may not be possible until South Ko- 
reans face the abyss. By then of course, it 
could be too late. 





Tibet 


Tragedy on the roof of the world 


BEIJING 


Will the Dalai Lama make a deal with China? 


HE way plenty of hardliners in Beijing 

see it, the solution to the “Tibet ques- 
tion” is to let the 63-year-old Dalai Lama 
die. The search for his reincarnated succes- 
sor would then probably be held under the 
auspices of the (atheist) Chinese Commu- 
nist Party. Even if it were not, no Tibetan 
could ever match the authority of the 
present Dalai Lama, who alone holds a 
fractious exiled community together and 
who still commands enormous, if surrep- 
titious, reverence inside Tibet. With the Da- 
lai Lama out of the way, the task of turning 
Tibet into just another Chinese province 
would be made immeasurably easier. 

Throughout the 1990s the hardliners 
have, except in the matter of the Dalai La- 
ma’s demise, had their way. He has been re- 
lentlessly attacked in the Communist press. 
Monasteries inside Tibet have had to sub- 
mit to rigorous political surveillance. Over 
600 Tibetans, many of them young monks 
and nuns, sit in jail for “political” crimes. 
Political campaigns have even been taken 
down to the grassroots. Some 95% of peas- 
ants and herders in the Lhokha region, 
which the official Tibet Daily describes as 
the “Dalai Lama's manor”, have apparently 
undergone “patriotic education”. Hard- 
liners wish all the distinctiveness of Ti- 
betan culture and religion to be squashed. 
Tibet's (ethnic-Chinese) party secretary, the 
much-loathed Chen Kuiyuan, insists that 
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"Buddhism is a foreign culture", and that 
equating Tibetan national culture with Ti- 
betan religion is “utterly absurd". 

Many Tibetans wonder what will soon 
be left of either. The central government is 
pouring in billions of yuan to develop the 
Tibetan economy. A wave of migration by 
ethnic Chinese has been encouraged, so 
much that where there was not a single one 
in Tibet five decades ago, today half the 
population of Lhasa, the capital, is Chinese. 


Second-class citizens 


ASIA 
Development has benefited plenty of Ti- 
betans, including an emergent middle 
class. But Chinese usually get the juiciest 
plums. There is a sense among the 2.4m Ti- 
betans that they are turning into second- 
class citizens in their own land. 

In recent weeks, however, signs of a 
softer line have been seen in Beijing. They 
first showed during President Bill Clinton's 
state visit to China in June. Then, Jiang 
Zemin, China's president, said he was pre- 
pared to meet the Dalai Lama—providing 
he acknowledged Chinese sovereignty over 
Tibet and (a new condition) over Taiwan. 
The promise was reiterated in August when 
the vice-chairman of the Tibetan People's 
Congress told Antje Vollmer, the deputy 
speaker of Germany's Bundestag, that the 
“the door remains open" to the Dalai Lama. 
Tibetans in exile confirm that the Chinese 
government has established informal con- 
tact for the first time in years. 

Plenty of those who care about Tibet as- 
sume any softer stance from China to be in- 
sincere. Yet a more liberal view prevailed in 
Beijing in the 1980s. Today there are good 
reasons for China to seek an accommoda- 
tion with the Dalai Lama. Tibet pins down 
an expensive garrison of over 200,000 Chi- 
nese troops. Turmoil in Tibet sets a danger- 
ous example to other restive minorities in 
the Chinese empire, such as those in Xin- 
jiang and Inner Mongolia. 

Above all, harsh attempts to stamp out 
Tibetan nationalism have patently failed. 
Indeed, they may have encouraged it. The 
Tibet Information Network in London re- 
cently reported that ten prisoners died after 
nationalist protests in May at Lhasa's main 
jail. The protests seem to have been encour- 
aged by an expected visit from a European 
Union delegation. 

The Dalai Lama himself is not going to 
reject Chinese advances out of hand. In- 
deed, he has indefinitely postponed a 
planned visit to Taiwan in order not to rile 
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the Chinese. He has even shown mild signs 
of distancing himself from the least-com- 
promising exiled Tibetans, who want an 
independent Tibet encompassing ethnic- 
Tibetan regions of China. 

The Dalai Lama is presumably aware, if 
such a thing is possible for a reincarnated 
leader, of his own mortality. After his death 
the chances of a Tibetan settlement will be 
much diminished. Attempts to take the Ti- 
bet question to the court of international 
opinion have won hollow victories. They 
may have promoted Tibetan indepen- 
dence as a fashionable Hollywood cause, 
but China has not yielded. Indeed, they 
have probably encouraged the hardliners. 

With the Dalai Lama facing the cultural 
destruction of his land, he may seek an ac- 
commodation with the Chinese that allows 
him to return to Tibet in exchange for 
something that falls far short of full auton- 
omy. Yet in the exiles camps, more and 
more Tibetans are advocating, indeed turn- 
ing to, violence in search of much bolder 
goals. He will first have to distance himself 
from these people, and when he does the 
cards will still all be in China's hand. 





The Taliban 
In charge, again 


TASHKENT AND PESHAWAR 


HE cruise missiles that flew into Af- 

ghanistan to destroy a suspected terror- 
ist training camp have further unsettled the 
politics of the region. The advance of the 
Taliban in the north has left most of the 
country under their control. The fervent Is- 
lamist militia is encamped once again 
along the border with a nervous Central 
Asia. To the south in Peshawar, the main 
border town in Pakistan, the backlash 
against America and growing support for a 
holy war—jihad—are all too clear, as pro- 
testers spill on to the streets. 

Fourteen months ago, the Taliban were 
in a similar position in Afghanistan. But 
their fighters had to retreat when deals with 
local warlords collapsed. Now they intend 
to stay. To do so they need money and the 
continued support of their main allies, 
Saudi Arabia and Pakistan. Hence the diffi- 
culty over Osama bin Laden (see page 46), 
the exiled Saudi militant whom America 
accuses of being behind the attacks on its 
embassies in Kenya and Tanzania: he is liv- 
ing in Afghanistan and was running the 
camp hit by the missiles. 

Handing Mr bin Laden over to the 
Americans would clearly damage the 
Taliban's Islamist credentials. Neverthe- 
less, the group does seem prepared for 
some sort of compromise. Its main leader, 
Mullah Mohammad Omar, has reportedly 
told Mr bin Laden to stop making threats 
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The prince is not as happy as he looks 


. Cambodians try people power 


RUSTRATED at a lack of action over 

their allegations of fraud in Cambo- 
dia's recent election, opposition leaders 
| and thousands of their supporters this 
| week began a mass protest in a park out- 
side the National Assembly in the capi- 
tal, Phnom Penh. The protesters re- 
named the area "Democracy Square", 
put up temporary shelters made of plas- 
tic and bamboo, and refused to budge 
until their demands for recounts and 
fresh voting were met. 

The protesters were led by Prince 
Norodom Ranariddh and his ally, for- 
mer finance minister Sam Rainsy. The 
prince was made first prime minister, 
with Hun Sen sharing power as second 
prime minister, after the previous gen- 
eral election in 1993. Last year Mr Hun 





against America from Afghan soil. And in 
contrast to their recent obstruction of aid 
workers, the Taliban helped, when asked, 
with a swift evacuation of foreigners from 
the country. 

Where all this leaves Afghanistan's 
neighbours is less clear. The government of 
Nawaz Sharif in Pakistan is beleaguered by 
a financial calamity and badly needs 
America's help to bail out its economy. That 
help may be provided if Pakistan signs con- 
ventions on nuclear arms. Yet the Islamists 
want to see an end to Pakistan's links with 
America. On top of that, Pakistan's religious 
parties seem likely to gain support as an al- 
ternative to the corruption of the bureau- 
cracy and traditional political parties. 

The ex-Soviet politicians who now run 
Central Asia are just as nervous. Uzbekistan 
and Tajikistan agreed in May with Russia 
to try to counter the spread of extremist Is- 
lam. There have been arrests and show tri- 
als to discredit hundreds of Muslims. Turk- 





Sen deposed the prince in a coup. He re- 
turned from exile for the election on July 
26th, but along with Mr Rainsy, who 
now runs his own party, claims that Mr 
Hun Sen's Cambodian People's Party 
won by a narrow margin only because of 
fraud and intimidation. However, a UN 
group which monitored the poll, in 
which 90% ofthe electorate took part, has 
said it was sufficiently fair and free. 

Mr Hun Sen has offered to bring the 
two opposition parties into a coalition, 
but that idea is widely mistrusted. 

The government called the protest il- 
legal and said it should be moved to a 
sports complex in the west of the city. Op- 
position leaders feared that the govern- 
ment might instigate violence as a pre- 
text to clear the demonstrators. 


menistan, however, has shared a borde 
with the Taliban now for three years and i 
less concerned. Religious activism proba 
bly counts for little beside the personalit 
cult now surrounding Turkmenistan' 
President Saparmurad Niazov. The coun 
try would also like a route for the export o 
its gas that did not pass through Russia; Al 
ghanistan could provide it. 

Securing trade routes through Afghani 
stan to Central Asia and its vast hydrocai 
bon and mineral resources will lead foi 
eigners to try to do business with th 
Taliban. That may include Americans, eve! 
though the missiles will have suspende 
some business ambitions for a while. Ame) 
ican officials this week repeated that th 
Taliban must honour international norm 
on human rights, drugs and terrorism. It re 
mains to be seen how far foreigners wil 
press the Taliban on such issues when th 
dealing eventually begins. 
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ll serious alternatives to the BMW 7 Series can be found on the following pages: 





fi asia the mark 


up to 7.90% per annum and easy access 





OFFSHORE 180 STERLING SAVINGS ACCOUNT 


ANNUAL — 


INVESTMENT INTEREST 
£10,000 - £19,999 7.05% 


£20,000 - £49,999 7.60% 





£50,000 - £999,999 7.85% 


NTEREST 
6.80% 
7.35% 

7.60% 





£1,000,000 + 7.90% 


7.65% 


All rates ave subject to change without prior notice 


Join the race to open an Abbey National Offshore 180 Savings Account 
and run into award winning interest rates, 

Interest is paid annually either on 31st December or the last day of the 
month of your choice. A quarterly option is also available. 
Ihe more you invest, the higher the rate of interest. What's more, you 
may make up to two withdrawals in each calendar year, without the need 
to give notice and without penalty. Each withdrawal may be up to 10% of 
your account balance. Further withdrawals will require 180 days’ notice, 
although funds can be made available immediately subject to a penalty 


of 180 davs' interest. 


Abbey National, one of the world's strongest banking groups 


The Abbey National group is rated AA by Standard & Poors 


This advertisement is issued by Abbey National Treasury International Limited which is registered under the Banking Business (Jersey) Law 1991 and which has its principal place of business at 
41 The Parade, St Helier, Jersey. Abbey National Treasury International Limited's reserves and paul up capstal exceeded £150m as at 31st December 1997. Copies of the latest awlited accounts are 
available on request. All deposits carry the full and unconditional guaranter of Abbey National ple which had reserves and paid up capital in excess of £4.8bn as at 31 December 1997 
Abbey National Offshore is a registered business name of Abbey National Treasury International Limited 


To: 
Julie O'Hanlon, Marketing Assistant, 
Abbey National 

Treasury International Limited, 


PO Box 545, Jersey JE4 8XG, 
Channel Islands. 


Fax +44 1534 885050 


WBA 


Please send me full details of your Offshore 180 Sterling Savings Account 
and your other offshore accounts along with current interest rates. 


Name (Mr/Mrs/Miss/Ms) 





Address 








Telephone Fax EWL1 
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UNITED STATES 


The president's disappearing 


friends 


WASHINGTON, DC 


O IMPEACH or not; to resign or not. 

Whatever the distractions—next week's 
trip to Russia, last week's missile attacks on 
Afghanistan and Sudan—the questions 
hover ominously over Bill Clinton's presi- 
dency. What makes them all the more 
threatening is that the answers may be de- 
cided not by the Republicans but by Mr 
Clinton's very own Democrats. 

Consider this week's statements, care- 
fully spun in different directions, from the 
House speaker, Newt Gingrich, and his 
Democratic opposite number, Dick Gep- 
. hardt. Mr Gingrich, to the almost audible 
relief of the administration, believes that 
only “a pattern of felonies”, not “a single 
human mistake", would justify an im- 
peachment inquiry by the House. Two days 
later, Mr Gephardt commented that while 
impeachment should not be undertaken 
lightly, “that doesn't mean it can't be done 
or shouldn't be done. You just better be sure 
you do it the right way." With colleagues 
like Mr Gephardt, Mr Clinton has no need 
of enemies. 

Why should Mr Gingrich be so mag- 
nanimous and Mr Gephardt so mean? 
Cynics will say it is a matter of personal am- 
bition. Mr Gingrich's presumed bid for the 
presidency depends on casting off his old 
image of the confrontational radical: to 
sound moderate, even if it boosts President 
Clinton, is to widen his electoral appeal. In 
any case, Mr Gingrich may calculate, why 
call for the president's downfall when such 
calls can be cited by the Clintonites as help- 
ful evidence of *a vast right-wing conspir- 
acy”? 

By contrast, Mr Gephardt, an old-style 
Democrat who has never warmed to Mr 
Clinton, doubtless reckons his best chance 
of securing the Democratic nomination in 
2000 is to distance the party from its em- 
battled president and, by extension, from 
the president's heir apparent, Al Gore. (Mr 
Gore is not without problems of his own; 
Janet Reno, the attorney-general, has just 
launched a 90-day inquiry into whether 
she needs to appoint a special prosecutor to 
look into his fund-raising activities.) In- 
deed, there are those who suggest that Mr 
Gephardt and others have their eyes as 
much on 2004 as on 2000. After all, if Presi- 
dent Clinton is impeached or shamed into 
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Avoiding Bonnie, or Bill? 


resignation before January 20th, Mr Gore 
will then serve more than half of the cur- 
rent presidential term and so be eligible for 
just one more term. On the other hand, if 
Mr Clinton's departure comes later, then 
MrGore could seek election twice and con- 
ceivably be president until January 2009. 
Up to a point, the cynics are doubtless 
right: politicians and self-interest go to- 
gether. But there is a more fundamental ex- 
planation for these manoeuvres. It is true 
that Mr Clinton, thanks to his antics with 
Monica Lewinsky, has "disappointed" (a 
favourite word these days in Washington) 
the political establishment. But he has 
clearly disappointed his party colleagues 
more than his Republican opponents, and 
in particular he has disappointed—many 
would say "betrayed"—those New Demo- 


crats who were closest to him. Dee Dee My- 
ers, Mr Clinton's press secretary at the start 
of his presidency, was this week lambasting 
her former boss for “putting through hell" 
the very people who had "worked their 
tails off" for him. Assumesuch opinions are 
widespread, and Mr Clinton could be on 
course for a nasty collision. 

Whether the collision actually happens 
is another matter. For one thing, there is lit- 
tle appetite on Capitol Hill for the wrench- 
ing agony of impeachment (a vote of cen- 
sure would be a much easier course). For 
another, Mr Clinton still has some time to 
play with. The independent counsel, 
Kenneth Starr, is likely to present a report to 
Congress at some point next month. Given 
that Congress is scheduled to adjourn on 
October 9th, and that the House Judiciary 
Committee will want to do some investi- 
gating and witness-calling of its own, 
clearly no impeachment inquiry will be 
started until after the November elections. 

But what will Mr Clinton do with that 
time? Some Republicans, their memories 
scarred by the public blame attached to 
them during the government shutdown 
three years ago, are convinced that the pres- 
ident will try his hardest to pick a populist 
fight—over the congressional opposition to 
Medicare expansion, for example, or more 
money for hiring teachers—and will use his 
veto on various Republican-amended 
appropriations bills to shut down the gov- 
ernment. The president would then look 
both tough and principled; the Democrats 
would be inspired; and the public would 
be distracted from the Lewinsky saga. 

Would such hard-ball tactics by the 
president work as well for his ratings this 
time as in the winter of 1995? It is hard to 
say. Pundits who once sat comfortably in 
the Clintonite camp have turned against 
him, dismayed by his mea culpa of August 
17th and disgusted by the details now leak- 
ing out about his relations with Miss 
Lewinsky. The strikes against Afghanistan 
and Sudan did briefly rally editorial opin- 
ion, but then the columnists and talking- 
heads began to have second, damning, 
thoughts. Only a few core loyalists—espe- 
cially among blacks and (oddly, given the 
misuse of Miss Lewinsky) women—have 
kept faith with the president. 

If MrClinton has lost his magic with the 
pundits, he still retains much of it with the 
public. An ABC poll on August 23rd put the 
president's job-approval rating at 64%; 68% 
of the sample reckoned him a “strong lead- 
er”; and 79% credited Mr Clinton with “a 
good job keeping the economy strong." Per- 
haps, if Wall Street only slips rather than 
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slides, if foreign policy goes the president's 
way, if Mr Starr's report is not too damning, 
the president will still glide, unharmed, 
around the iceberg. 

But those are already a lot of “ifs”, and 
the biggest is yet to come. Americans like to 
revere not just their president but also the 
very trappings of his office. Indeed, Ronald 
Reagan would famously always keep his 
jacket on in the Oval Office. What happens 
if the rumoured details of Mr Clinton's 
misbehaviour in that same Oval Office be- 
come common knowledge rather than In- 
ternet tittle-tattle? Conceivably the job-ap- 
proval ratings could sink to the depths 
already plumbed by those for “high per- 
sonal, moral and ethical standards": 1996. 
In which case, why would anyone wish this 
president to stay in office? 





New York's infrastructure 
The P-word 


NEW YORK 


NE of the ideological quirks of the 
modern world is that privatisation 
may now be less politically correct in New 
York than in either Moscow or Beijing. The 
political establishment in the epicentre of 
private-sector capitalism has shown no en- 
thusiasm for applying those same competi- 
tive forces to the Big Apple's public sector. 
With Wall Street still filling the city's cof- 
fers, that day of reckoning is some way off. 
But it is getting closer. 

This week, the city's comptroller, Alan 
Hevesi, released a huge study of New York's 
infrastructure. It put the cost of keeping the 
city's schools, sewers and subways in good 
repair over the next decade at $92 billion— 
$40 billion more than plans allow for. The 
chief problem is age. For instance, the re- 
port notes that the floors in 125 of the city's 
223 fire stations are buckling under the 
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Sampling is wrong: official 


WASHINGTON, DC 


I THE past few weeks have been diffi- 

cult for President Clinton, a federal 

| court has just made things worse. In a 

| unanimous decision on August 24th, a 
three-judge panel ruled that the adminis- 
tration's plan to use statistical sampling 
in the 2000 census violates federal law, 
and that the Census Bureau must use the 
"actual enumeration" method man- 
dated by the constitution. It is a victory 
for congressional Republicans, who 
brought the lawsuit arguing that the sam- 
pling method was unconstitutional. The 
case now awaits a Supreme Court deci- 
sion early next year. 

The stakes in this apparently esoteric 
debate over statistics are quite high. The 
results of the census are used to reappor- 
tion seats in the House of Represen- 
tatives and divide billions of federal dol- 
lars among the states. Because the 1990 
Census undercounted millions of Amer- 
icans, mostly minorities, the Clinton ad- 
ministration proposed the sampling 
method as a way of ensuring a more ac- 
curate count in 2000. Republicans claim 
that the administration will manipulate 
the process by inflating the population 
estimates in congressional districts that 
traditionally vote Democratic. 

The judicial panel had to wade 
through the tortured prose of the 1957 
Census Act, which, according to the 
court, prohibits the use of statistical sam- 


weight of modern fire engines. Within a de- 
cade around a sixth of the city's subway sys- 
tem will be more than a century old. Much 
of the repair work was cut back under past 
administrations for budgetary reasons; 
now the cost will be greater. 

Rudolph Giuliani, the city's Republican 
mayor, immediately accused the Demo- 
cratic comptroller of producing an exagger- 
ated “wish list”. The comptroller’s office re- 
plied that the report is merely an inventory. 
All through the debate privatisation has 
barely been mentioned, with only one dar- 
ing sentence in the executive summary of 
the 900-page report. 

Nobody would expect Mr Giuliani to 
start turning over the city's schools to Gen- 
eral Electric. But it is hard to imagine many 
other cities rebuilding their transport infra- 
structure without at least considering the 
idea of turning over part of the project to 
the private sector. New York, after all, al- 
ready has plenty of (publicly owned) toll 
roads, bridges and tunnels. Other Ameri- 
can cities, such as Indianapolis, have sold 
their airports; but a privately run JFK is not 
an immediate possibility. 








pling for congressional reapportion- 
ment. But they have left open the ques- 
tion of whether sampling violates the 
constitution, something the Supreme 
Court may ultimately have to decide. 
The political controversy has placed 
the 2000 census in jeopardy. Until the fi- 
nal ruling, the Census Bureau must pre- 
pare both for a traditional count and for 
sampling. Once the matter is resolved, 
the Bureau will have less than a year to 
organise an operation that costs $4 bil- 
lion and requires a staff of 300,000. Add- 
ing insult to injury, Congress has granted 
funding to the Bureau for only half a 
year, with money for the second half de- 
pending on a budget scrum between the 
president and Congress this autumn. 








To be fair, Mr Giuliani has tried much 
harder than his predecessors to bring New 
York up to date. The main achievement of 
his first term, the clampdown on crime, 
was achieved largely by William Bratton, 
the then police commissioner, introducing 
private-sector management methods to the 
police force. A few city services have been 
contracted out, and there are still odd iso- 
lated examples of the city rethinking its 
role: the upkeep of one run-down park in 
the Bronx may be handed to McDonald's, 
which would be allowed to build a restau- 
rant in a shelter there. 

Mr Giuliani's friends say that he has 
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been held back by the Democrat council 
and laws protecting civil-service jobs. 
Many things in New York, including its air- 
ports, are not directly within his control. 
But free-marketers who had hoped that the 
mayor's second term would see a funda- 
mental overhaul of city government are 
disappointed. 

At bottom, privatisation threatens two 
ofthecity's most powerful interest groups— 
the public-sector unions and the construc- 
tion industry. The unions’ dread of effi- 
ciency is as strong as their ties to the local 
Democrat leadership. The construction in- 
dustry, a substantial giver to both parties, is 
protected by a quagmire of odd rules and 


regulations that allow it to charge on aver- 
age around a quarter more to build any- 
thing in New York—with the figure often 
higher for public-sector projects. 

With such powerful opponents, most 
politicians would rather put off reform un- 
til they need to. New York is booming. But, 
as a new report by the state comptroller in- 
dicates, the city’s budget surpluses are di- 
rectly tied to the fate of the 160,000 inhabit- 
ants of New York city who work on Wall 
Street-and who earned an average of 
$182,000 each last year. It would be ironic if 
it took a stockmarket crash to convince 
New York's politicians that the private sec- 
tor might just be a useful thing. 


—— Á— PHÓ 





American democracy 


The show is on TV 


LOS ANGELES AND WASHINGTON, DC 


Politics in America is not mainly about politicians. The last article in our series 
looks at the supplanting of elected representatives by media types 


HE studio floor is made of dirty 

concrete; the ceiling is a mess of 
air-conditioning pipes and scaf- 
folding and fearsomely bright 
lights. A couple of young rv produc- 
ers are preparing the set for an in- 
terview with Rob Reiner, an actor 
turned film director; they are also 
keeping an eye on the live coverage 
ofa car chase, which they find more 
fun. Sitting under the hot lights, Mr Reiner 
waits to be sandwiched between a feature 
on Linda McCartney and another on à 
teacher who slept with her pupil. 


Mr Reiner gets invited to appearon tele- . 


vision because he is a celebrity. In the 1970s 
he was Meathead, Archie Bunker's son-in- 
law in the sitcom “All in the Family”; later, 
he was the director of "When Harry Met 
Sally" and “This is Spinal Tap”. But Mr Rei- 
ner accepts the Tv invitations fora different 
reason: he believes that govern- 
ment should spend more on 
early-child development, and he 
is determined to say so on the air. 
This sort of determination, con- 
ceived by somebody who has 
never held elective office but who 
knows how to command media 
attention, is increasingly the stuff 
of politics. 

Mr Reiner came to his con- 
cern for pre-schoolers by an un- 
usual route. In 1979 he got di- 
vorced, felt lost, and started a 
course of therapy. For nine years 
he visited a Kleinian psychoan- 
alyst, who persuaded him that his 
unhappiness stemmed from ex- 
periences soon after birth. Some 
might regard Kleinian analysis, a 
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sub-sect of Freudianism, as a shaky 
prop for a political platform; but 
Mr Reiner believes in it. And so in 
1994, after remarrying and becom- 
ing a father, he resolved to publicise 
his message that early childhood 
counts. 

Mr Reiner is not a boastful fig- 
ure. He exudes a heavy, hang-dog 
earnestness; and, the way he tells it, 
he started out as a novice with no idea of 
political campaigning, a mere “babe in the 
woods”. He was a famous babe, though. Out 
of the blue, without ever having exchanged 
a word with her, he called the White House 
and asked to speak to Tipper Gore. The vice- 
president's wife got back to him promptly, 
praised his concern for children, and 
promised to put him in touch with people 
who might help him. Soon Mr Reiner held 
a little gathering in his living room, featur- 





Reiner with real politician 


UNITED STATES 


ing White House staffers, child-develop- 
ment experts, the mayor of Los Angeles and 
(just to demonstrate that this campaign 
would go places) Steven Spielberg. “It 
started in a very organic way”, Mr Reiner 
recalls. 

Over the next couple of years, he per- 
suaded a galaxy of Hollywood stars to ap- 
pear in a documentary about child devel- 
opment. He pitched the documentary to 
ABC; and, seeing the list of names involved, 
the network put it on prime time. Mr Rei- 
ner also had a word with Newsweek, which 
agreed to publish a special issue about early 
child development. He produced a video 
on parenting, and à CD-ROM to go with it; 
then he publicised these with a series of Tv 
ads. At each stage, Mr Reiner rounded up 
sponsors: AT&T paid for the rv ads, 1BM for 
the CD-ROM, Johnson & Johnson for the 
video and the Newsweek special issue. 

The aim of all these efforts was to influ- 
ence politics, so Mr Reiner armed himself 
with suitable allies. To run his campaign, 
he hired a young White House staffer 
named Chad Griffin. Mr Griffin was about 
to move from the White House to the State 
Department; but sensing that one film di- 
rector might matter more than all that, Mr 
Griffin dropped everything to move to Los 
Angeles, where people read Daily Variety 
and Hollywood Reporter and not the 
Washington Post. 

Mr Reiner also hired Jim Margolis, a po- 
litical consultant whose firm made the ads 
for Bill Clinton’s 1992 campaign. Mr 
Margolis, as much as Mr Reiner, embodies 
modern American democracy. His office 
reception has two televisions built into the 
wood panelling; his speech is condensed, 
as though he fears that the slightest long- 
windedness will cause his listener to chan- 
nel-surf away. He lounges on a trendy sofa, 
under arty black-and-white photos, then 
flicks on a video of Mr Reiner's Tv ads. Im- 
ages appear briefly on a screen, then Mr 
Margolis is talking again. “Orphans in Ro- 
mania. They are fed, they are clothed. But 
something is missing. What is it? 
The love, the care, dah-dah dah- 
dah dah-dah. You get it.” 

American politicians cer- 
tainly get it. When they see an at- 
tractive issue, advanced by an at- 
tractive figure, backed by rich 
firms, and advised by a top Wash- 
ington consultant, they can 
hardly fail to. In late 1996, in the 
heat of his re-election campaign, 
Mr Clinton found time to meet 
Mr Reiner. “What do you want 
me to do?” the leader of the free 
world asked politely. Mr Reiner 
suggested that the president men- 
tion child development in his 
next state-of-the-union message: 
Mr Clinton did it. Mr Reiner 
asked that the White House hold 
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a conference on the subject: Mr Clinton 
saw to it. And, some time after this first 
meeting, Mr Reiner invited the president 
and his wife to appear on his ABC docu- 
mentary. Sure enough, when the documen- 
tary was aired the next April, there were Bill 
and Hillary Clinton, talking about the tra- 
vails of parenthood. 

Mr Reiner’s campaign still gathers mo- 
mentum. This year has seen two national 
conferences on early-child development 
and a session on the subject at the meeting 
of the National Governors' Association. 
Most exciting of all, this November Mr Rei- 
ner has arranged a ballot initiative in Cali- 
fornia that would raise the state's cigarette 
tax and spend the resulting $700m or so a 
year in revenues on pre-schoolers. 

Mr Reiner is often asked whether he 
might run for elective office. His answer is a 
bit stand-offish. Being a senator, he says, 
would reduce his influence. Governing 
California would hardly be worthwhile. “If 
they wanted to give me the job of president 
of the United States, I would do it,” he offers 
at one point, “but I’m not going to run.” A 
bit later, a phone call interrupts the con- 
versation. Tom Cruise wants to talk to him. 
That is real power. 

Living with mediacracy 

Most Americans are uncomfortable with 
the idea that Mr Reiner has more influence 
than a senator, whose legitimacy is based 
on voters’ free endorsement at the ballot 
box. Yet, for a long time in America, politi- 
cians have been oddly unimportant. Many 
big changes—women’s suffrage, civil-rights 
reforms, Prohibition, the adoption of the 
federal income tax—were brought about by 
popular movements, or by lawyers bring- 
ing suits to court. Because government in 
America is divided, electoral success sel- 
dom empowers a politician to enact an am- 
bitious programme. On the other hand, a 
movement that rallies public opinion be- 
hind an issue creates a climate in which 
politicians ofall colours may feel obliged to 
push it through. 

This is truer now than ever. Interest 
groups of every kind clog Washington's of- 
fices, seeking not only to lobby politicians 
but also to advance their issues in the me- 
dia in just the way Mr Reiner does. They 
hire consultants like Mr Margolis, whose 
clientele used to consist only of candidates 
for office but now includes a growing num- 
ber of single-issue groups. They buy rv ads 
to get public opinion behind their issue; 
then they commission polls to prove that 
public opinion is behind their issue; then 
they thwack these polls down on the desks 
of quaking congressmen, who must toe the 
generally-supported line or face the conse- 
quences at election time. 

The politicians themselves freely admit 
their impotence in the face of lobbies. Free- 
trade congressmen declare that fast track 
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was blocked last year because business did 
not spend enough on it—thereby conced- 
ing that mere politicians are incapable of 
winning any argument on their own. Dur- 
ing elections, politicians complain that 
they feel like bystanders as their districts 
are saturated by interest-group ads, some 
hostile and some supportive, that are not 
under their control. Sometimes it almost 
seems as though it does not matter whether 
a Democrat or a Republican gets elected: 
once in office, either will follow the tide of 
public opinion, channeled one way and 
then the other by Mr Reiner and his kind. 
In this kind of mediacracy, a politician 
can only hope to match the influence of Mr 
Reiner by emulating him: by using the me- 
dia to shift public opinion too. This is why 
spin doctors run the White House. This is 
why more and more congressional staffers 
are involved in media relations, speech- 
writing and other forms of "communica- 
tion", rather than in policy work. Senators 
are more eager to appear on a TV talk show 
than to make a speech on the floor of the 
Senate. And with reason. rv talk-shows, 
which influence millions, drive public 
opinion and therefore public policy. The 
world's greatest deliberative body, by con- 
trast, is often deserted, save for the speech- 


maker and a couple of bored figures await- 
ing their turns. 

Many Americans long to curb 
mediacracy with some kind of reform. But 
it is not all bad. Like an elected politician, 
Mr Reiner has to persuade voters of his ar- 
guments; indeed, public argument is his 
only currency. Like politicians, moreover, 
Mr Reiner has to be sure that his policies 
are at least plausible. His emphasis on in- 
fancy, though arrived at by an eccentric 
method, is shared by scientists, whose re- 
search shows that parental love and atten- 
tion during a child's early years improves 
the quality of the brain's neuro-circuitry. If 
scientists did not agree with Mr Reiner, his 
campaign would have been impossible. It 
would have been a matter of months, weeks 
even, before a flotilla of wonks sailed out of 
their think-tanks and shot him full of holes. 

The transformation of democracy into 
an endless war of pundits may not be edify- 
ing; it may offend America’s idealistic 
strain. Yet mediacracy functions respect- 
ably: America’s public policy seems gener- 
ally no worse than in other countries, and 
the country’s economy flourishes. Chaotic 
and glitzy though it may be, it is just Ameri- 
can democracy in the latest of its endless 
changes of shape. 





State fairs 


Candy, pigs and politicians 


MILWAUKEE AND SPRINGFIELD 


fi us days are growing shorter in the 
mid-west. School will soon be back in 
session. The crops, if not ready for harvest, 
are standing tall in the fields. This is the 
time for the consummate end-of-summer 
ritual: the state fair. 

Nearly a million people passed through 
the gates of the 1998 Iowa State Fair during 
its 11-day run in August. Illinois and Wis- 
consin boasted similar numbers. Accord- 


Champion snackers at the Illinois fair 


ing to Carla Corbin, a University of Illinois 
professor who has studied agricultural fairs 
since 1991, nearly 160m people attend such 
state and county fairs every year. On pay- 
ment of the small admission fee ($3 for 
adults in Illinois), visitors are treated to an 
experience that is part-carnival, part-farm 
show, partfood emporium, part-town 
meeting. Where else can one listen to a can- 
didate for governor outline his farm pro- 
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A man's porch is his castle 


WILSON, NORTH CAROLINA 


| NTIL last autumn, the city of Wilson 
was famous largely for tobacco and 
| its savoury vinegar barbecue. Now it has 
| become, in the words of Dan Carter, a 
professor of southern history at Emory 
University in Atlanta, a symbol of *the 
| ultimate yuppiefication of the South". Its 
|! crime is to have passed an ordi- 
nance banning a treasured south- 
| emn practice: assigning to the 
porch a decrepit couch or recliner 
on which to doze in a cooling 
breeze or watch the world go by. 

The Wilson city fathers think 
the battered old armchairs and so- 
fas make the place look a mess, 
and prefer smart furniture made 
for the purpose. They are treading 
carefully. Rather than depend on 
city inspectors—the so-called 
“couch police"—they rely on resi- 
dents to report offenders. Once a 
. neighbour complains, violators 
| areexpected to get rid of offending 

furniture. If they refuse, the city 

will drag away the eyesores, and 

the offender is sent the bill for removing 
| them. 

Town officials say this has happened 
only twice so far. But it is hardly a recipe 
for harmony. Jerry Williams, a city coun- 
cillor, opposed the law precisely because 
it depends on whether neighbours are 
friendly. But some who oppose the ordi- 










gramme in the morning, watch skunk rac- 
ing in the afternoon, and listen to the rock 
band Sister Hazel in the evening? 

The state fair—and the thousands of 
smaller county fairs—are rooted in agricul- 
ture. Food is ardently celebrated: Wiscon- 
sin bratwurst, roast Illinois corn drenched 
with butter, hand-dipped corn dogs, fried 
cheese curd, giant cinnamon buns, all sam- 
pled and approved by your correspondent. 
Not to mention the 500-pound butter 
sculpture (Iowa), the world’s largest apple 
pie (Wisconsin), and the pork cook-off (Illi- 
nois). Prizes are awarded for everything, 
from the top draft horse to the champion 
wheel of blue cheese. 

Such honours are worth more than 
pride. In Wisconsin, the grand champion 
steer fetched $43,000 at auction this year; 
last year's top Illinois ham sold for a record 
$1,550. The result is a trade show for farm- 
ers, where standards of excellence are deter- 
mined and advertised. In the process, farm- 
ers share a glimpse of their lives with those 
whose closest encounter with agriculture is 
usually the dairy counter at the supermar- 
ket. The best part of the fair is walking 
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nance say that there are other, deeper, 
ramifications. 

Nearly a fifth of Wilson's 40,000 resi- 
dents are poor. Their homes, some of 
which are heated with coal, stand a few 
blocks from the baronial piles of Wil- 
son's most prosperous citizens. Of the 





15,000 houses, apartments and trailers, 
almost half are rented. Renters may have 
less interest in the upkeep of these prop- 
erties, and may be more likely to drag on 
to the porch that wobbly lounger with 
splitting vinyl upholstery. Part of the 
thinking behind the ordinance, accord- 
ing to Jan Manning, the county environ- 


through the livestock barns soaking up the 
sights, the (pungent) smells, and the excite- 
ment of the occasional pig making a dash 
for freedom. 

Such fairs, of course, are not an Ameri- 
can invention: they have evolved from the 
medieval fairs of Europe. But they can now 
boast a long history of their own. This year's 
was the 145th Illinois State Fair, now held 
on the 366-acre fairground in the state capi- 
tal of Springfield. At the fair of 1854, Sena- 
tor Douglas of Illinois gave a rousing two- 
and-a-halfhour speech in favour of the 
Kansas-Nebraska Act, which allowed for 
the spread of slavery to new states and terri- 
tories. The young Abraham Lincoln came 
the next day to deliver a rebuttal. It was his 
first public speech opposing the spread of 
slavery. Politicians may now be more in- 
clined towards Tv ads, but most still make 
at least one appearance at their local fair. 
Incumbents are keen to plaster their names 
around. A sign at the Illinois fair reminded 
patrons that the drinking water was pro- 
vided by George Ryan, secretary of state and 
candidate for governor. 

This kind of exposure is not lost on the 


mental engineer, is that rickety furniture 
on the porch contributes to general de- 
cline. Improve the chairs, and you even- | 
tually improve the district. | 
However, as it happens, it is blacks, | 
in the poorer central part of town, who | 
tend to have the rickety furniture on 
their porches. Another southern tradi- 
tion may therefore be in play: stern pa- | 
ternalism imposed by the mostly-white 
haves on the mostly-black have-nots. | 
Other Wilson  residents— | 
black and white, rich and poor— | 
say the law has nothing to do with | 
race and class. They point out that 
the furniture is often mouldy, fall- 
ing apart and an ideal nest for rats 
and fleas. Vera Pope, whose im- | 
poverished Elvie Street district | 
was a target ofthe new regulation, — 
says the rule is concerned only 
with quality of life. She herself 
pushed for the law because "I was 
concerned about where we lived." 
John Campbell, chairman of 
the Wilson Appearance Commis- 
sion, the nine-member biracial 
city panel that recommended the | 
law, testily describes as "non- | 
sense" the idea that the ordinance | 
is aimed at minorities and the poor. This — | 
may be so. But the rule seems squarely 
aimed at the philosophy once enunci- | 
ated by Eugene Walter, the late editor of | 
the Paris Review, who grew up in Mobile, | 
Alabama, that quintessential porch city. | 
A southern porch, he wrote, is "a concept 
as well as a place". 






private sector. The Illinois fair had 21 cor- 
porate sponsors, each trying to exude the 
spirit of the event. Ameritech, a telecoms 
company, sponsored the high-dive exhi- 
bition: daring divers plunged from great 
heights into the Ameritech tank below. The 
Federal Reserve Bank of Chicago chose this 
year's lowa State Fair as a place to educate 
the public about the new $20 bill: it spon- 
sored a booth where adults could see the 
bill and children could win prizes by 
matching countries with their currencies. 
(Alas, the prizes were merely bags of shred- 
ded American currency.) 

Some attractions border on the absurd. 
Not to be outdone by Illinois skunk-racing, 
Wisconsin this year introduced the canine 


musical free-style competition, “a blend of 


dog obedience and dance moves per- 
formed to music". Other events have gone 
by the wayside. There are no longer girlie 
shows on the outskirts of the fair, or exhib- 
its of two-headed cows and headless ladies. 
It is not that tastes have changed, says Ms 
Corbin; it is just that daytime television de- 
livers a superior line in sex and freaks. 
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LEXINGTON 





Orrin Hatch’s harmonies 


66 HAT a jerk!” The description of America’s sexually 

compromised president is an obvious contender for 
quote of the month. Perhaps it will become a quote of the year, or 
eventually enter the history books and, like Nixon’s “I am not a 
crook,” somehow define an era. Yet Orrin Hatch, the man who 
uttered the memorable three words, affects embarrassment. It 
was a careless outburst, overhead in a corridor as Utah’s senior 
Republican senator was rushing from one rv interview to an- 
other to comment on Bill Clinton's admission ofan "improper" 
relationship with Monica Lewinsky: "What I meant to say was 
that he acted like a jerk." 

The senator's judgment is political more than moral. He 
chairs the Senate Judiciary Committee; he will conduct the pres- 
ident's trial if the House should 
recommend impeachment; he is 
often talked of as a future Su- 
preme Court judge. And yet Mr 
Clinton last week spurned the 
advice that Mr Hatch had pub- 
licly given him. Instead of telling 
the truth and apologising ("The 
American nation is a forgiving 
nation," says Mr Hatch), he had 
taken a "cheap shot" at Ken Starr, 
"an eminently fair and decent 
man”. Mr Hatch, his long frame 
folded neatly into the office 
couch, leans forward slightly: 
"The fact that Clinton doesn't 
live as I do is not the most impor- 
tant thing. I don’t want to judge 
him morally ... I want to be fair 
tohim...1 like him.” 

Sanctimonious humbug, or 
genuine concern for a flawed hu- 
man being? The afternoon sun is 
baking Salt Lake City to head- 
ache-inducing temperatures; 
tourists in shorts and trainers amble slowly past the Mormon 
Temple. But Mr Hatch perseveres with tailored dark suit, snow- 
white shirt and perfectly-knotted tie. No wonder Mary McGrory, 
a columnist for the Washington Post, slights him as “a stiff- 
necked Mormon elder with popping eyes for viewing with 
alarm and a permanently pursed mouth for lecturi ng people.” 

Yet the description is misleading, as well as unkind. After all, 
this particular Mormon elder co-sponsored the 1990 bill that 
guaranteed equal rights for the disabled; as chairman of the la- 
bour committee from 1981-86 he dismayed conservatives by 
seeking bipartisan compromise on child care, employment 
leave for parents and help for babies with the Arps virus. Last 
year he infuriated Trent Lott, the Republicans’ leader in the Sen- 
ate, by siding with Senator Ted Kennedy, a Roman Catholic with 
liberal political views and an alcohol-fuelled history of personal 
misadventure, in a bill to use tobacco taxes to expand health 
insurance for children. Moreover, the friendship with Mr Ken- 
nedy is personal as well as political: it was the straitlaced Mor- 
mon who supported Mr Kennedy in 1991 after a bout of late- 
night carousing with his nephew led a young woman to bri nga 
rape charge against the younger Kennedy. “Mormons don't try 
to impose their views on others unless they want to learn,” says 
Mr Hatch. “We recognise that we are all sinners.” 

For Washington’s pundits, such contradictions in a politi- 
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cian are disturbing. The left would like to revile him as a Jesse 
Helms-like conservative, only nastier; the right wants to de- 
nounce him as an apostate, his faith destroyed by the compro- 
mises of a Senate career that began in 1976, when he filed his 
candidacy on the last possible day and went on to defeat the 
third-term Democratic incumbent. Instead, Mr Hatch flits confi- 
dently from one pigeonhole to another. This is the man who 
once described the Democrats as “the party of homosexuals” 
and, during the 1991 hearings to confirm Clarence Thomas, a 
right-wing nominee, to the Supreme Court, cruelly ridiculed 
Anita Hill's charges of sexual harassment by the judge (at one 
point waving a copy of William Blatty's "The Exorcist", the 
source, he alleged, for one of Miss Hill's more exotic claims). But 
this is also the man who champi- 
ons nutrition programmes for 
the poor, “hate-crime” legisla- 
tion to protect homosexuals and 
more federal money for AIDS 
education. 

Does the senator see the 
contradictions, too? Up to a 
point, of course. But why should 
an intelligent man be confined 
by party dogma? How can a leg- 
islator be effective if he allows 
the perfect to be the enemy ofthe 
good? Like any good Republi- 
can, the senator thinks less gov- 
ernment is better and lower 
taxes are fairer: “I was the archi- 
tect of the capital-gains tax 
reduction...If we did away 
with death taxes, the wealthy 
would use those funds far more 
productively.” 

But the senator has not for- 
gotten his abject childhood in 
Pittsburgh (so poor that his fa- 
ther built the family home from used lumber). An ironic smile 
flickers across his face: “I was raised a liberal Democrat. I haven't 
lost all my compassionate instincts; I’m for helping people who 
can't help themselves." Hence the partnership with Senator Ken- 
nedy: “He normally gets all the credit, but I don't care. I just want 
to do what's right." It is simply that what is right is normally 
better achieved by the Republicans’ agenda. (“I left the Demo- 
cratic Party in the 1960s. What helped me leave was that I served 
as a Mormon missionary for two years, which showed me what 
true compassion was.") 

And what will be right for President Clinton? Both as a good 
Mormon and a politically calculating Republican (why present 
a premature presidency to Al Gore?), Mr Hatch is a forgiving 
man: “I don't think we can condemn people because they've 
made mistakes in this life." He is also a romantic man, writing 
"inspirational" music and love songs (one celebrates Ted Kenne- 
dy's wedding anniversary, another is dedicated to “my friend 
Muhammad Ali") As his press secretary brings in a handful of 
CDs, the senator says firmly: “I want you to tell me what you 
think—even if it sucks." Well, Lexington has listened, and it’s not 
bad. Perhaps the president would care to listen to track four of 
"Whispers Of My Heart”: “I've been on a stormy sea, Thru the 
darkest of days, But I wasn't worried, I never lost faith, 'Cause I 
knew you would be there. In you I found strength." 
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It's Quebec, again 


OTTAWA AND MONTREAL 


Secession is back on the front-burner after Canada's Supreme Court decision 
that, unilaterally, it cannot legally be done 


ILL Lucien Bouchard go for an elec- 

tion? When Quebec's secessionist 
premier announced a month-long tour of 
his province, many Canadians saw it as the 
prelude to just that, and—should his Parti 
Québécois (PO) win a fresh mandate—to yet 
another referendum on secession. Then, 
last week, just before he set off, came a deci- 
sion from Canada's Supreme Court on the 
issue which was widely forecast to give him 
the ammunition he needed. 

The court had been asked in 1996 by the 
federal government to rule whether, in law, 
Quebec could secede unilaterally. It was ex- 
pected to—and did—answer no. Quebec 
has other issues: health care, education and 
deficit reduction. But Mr Bouchard is, 
above all, a separatist: he wants to make his 
province an independent country. Support 
for that, even within its French-speaking 
majority, is fickle; the only sure fuel for 
stoking it up is insult or injury, real or imag- 
ined, from English Canada. So it was as- 
sumed that Mr Bouchard would take the 
court's decision, hurl his indignation at it 
and, master of emotion that he is, urge Que- 
bec's voters to show theirs. 

He did not. When the ruling was 
delivered on August 20th, Mr Bou- 
chard joined the chorus celebrating 
its conclusions. No matter that most 
of the others singing its praises were 
sworn enemies of secession. Every- 
one could find something to his taste 
in the ruling, and its 78 pages offered 
plenty of scope for interpretation. 
The Ottawa Citizen's headline, "One 
ruling, two solitudes”, neatly 
summed up the different spins put 
on itby Mr Bouchard and the federal 
prime minister, Jean Chrétien. 

The nub of the ruling was that 
Quebec has no right to unilateral se- 
cession, under Canada's constitu- 
tion or international law. Mr Chré- 
tien seized on that, recalling how 
Jacques Parizeau, Mr Bouchard's 
predecessor as premier of Quebec, 
had a unilateral declaration of inde- 
pendence “in his back pocket" for 
use had he won (as he very nearly 
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did) the province's 1995 referendum. 

But the nine judges (three of them from 
Quebec) ranged wider than this. So Mr Bou- 
chard could skip nimbly over their basic 
point to applaud selectively their declara- 
tion that “a clear majority on a clear ques- 
tion" ina future referendum would impose 
a duty on the federal government and Can- 
ada's other provinces to negotiate constitu- 
tional changes. True, the court had added 
that negotiations would cover a wide range 
of issues, not just the logistics of secession, 
and that “no negotiations could be effec- 
tive if their ultimate outcome—secession— 
{were} cast as an absolute legal entitlement". 
But the court accepted, Mr Bouchard af- 
firmed, text at hand, that the central point 
would indeed be sovereignty for Quebec, 
not a new shape for Canadian federalism. 
And if federal intransigence were to bring 
the negotiations to an impasse? Then Que- 
bec, in practice—as the court recognised— 
might unilaterally proclaim its sovereignty 
and, yes, might eventually win Canadian 
and international recognition. 

Too selective by half, the federal inter- 
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governmental-affairs minister, Stéphane 
Dion, wrote to Mr Bouchard this week: 
"The time for stratagems is over." Besides 
the issues it fancied, Quebec would have to 
negotiate on those raised by others, he ar- 
gued—not least, its borders. Nor could it 
claim a right to secede anyway if the talks 
bogged down. 

Critics of the Supreme Court's habit of 
going beyond narrow rulings of law say its 
decision is a venture into political activ- 
ism. Others lament that the decision seems 
to be written for a high-brow rather than a 
high-school audience, and—selective quo- 
tation apart—leaves great potential for mis- 
understanding and dispute. 

Most obviously, what did the judges 
mean by a "clear majority" in a referen- 
dum? Mr Bouchard said this would be a 
matter of quality; quantity was not at issue, 
and 50% plus one would be enough, 
provided the voting and counting 
procedures were unchallenged. 
Newfoundland, he pointed out, 
joined Canada in 1949 with only 
52% support in a referendum. 

Mr Dion challenged this view 
too, adding for good measure that 
Ottawa would also evaluate the clar- 
ity of any referendum question. 
Meanwhile, Mr Chrétien, on a tour 
of western Canada, hardened his 
line on numbers, pointing out that it 
requires a two-thirds vote among 
cardinals to elect a pope. A former 
leader of Quebec’s Liberals, Claude 
Ryan, has suggested the minimum 
should be a majority of registered 
voters—in practice, to judge from the 
1995 referendum, maybe 53-55% of 
those who actually vote. But Jean 
Charest, installed this spring as the 
Quebec Liberals’ leader, acknowl- 
edges that a plain 50% plus one was 
accepted in both the 1980 and the 
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1995 referendums. The only way to avert 
another one under the same rule, he says, is 
for the Liberals to win the coming provin- 
cial election. 

Coming when? Back to Mr Bouchard. 
The Pg has crept back up in the polls after 
the boost the Liberals got when Mr Charest 
took over the leadership. And Mr Bouchard 
still scores higher than his young opponent 
in polls of public confidence. But years of 


cuts in Quebec—and little of the economic 
good fortune that other provinces have en- 
joyed—have made the pg vulnerable. As his 
tour started, Mr Bouchard was saying that 
nothing is less definite than a vote this au- 
tumn. Though he would be flouting Cana- 
dian custom, he could even carry on right 
to the end of his party's term and call an 
election in the autumn of 1999. A further 12 
months of Quebec, Quebec, Quebec? 





Brazil 


The north-east: politics, water 


and poverty 


OURICURI 


Blame its droughts—but still more its decades of misdirected public subsidy 


Y MID-MORNING, the sun has burned 

off the early, misleading, puffs of 
cloud and starts to roast the caatinga, the 
spiny scrub that stretches, fawn-grey, with- 
out end across the backlands of north-east 
Brazil. Around Ouricuri, a small town far 
inland in Pernambuco state, farmers ex- 
pect 500mm (20 inches) of rain a year, 
spread from late December to March. This 
year, they got 250mm in January, half of it 
unhelpfully in one day; and since then, 
nothing. Underfoot, the dry caatinga crack- 
les. Maize and beans have failed, cattle risk 
running short of feed. As the sun relents to- 
wards evening, along country roads wo- 
men and children trudge home, balancing 
on their heads cans of water drawn from 
muddy ponds, even they fast disappearing. 

Every few years this scene repeats itself 
in the semi-arido, the dry lands at the heart 
of the north-east. Each drought briefly con- 
centrates national attention on the area— 
especially so this year, with a presidential 
election due. Three months ago, incidents 
of looting of markets and food lorries, some 
by the simply hungry, some by Brazil's radi- 
cal landless movement, hurt the re-election 
prospects of President Fernando Henrique 
Cardoso and jolted officials into action. 

In the past, drought meant starvation 
for people and animals alike, prompting a 
tragic exodus to coastal cities until rain re- 
turned. This year no one should die, offi- 
cials say, thanks toa relief operation which, 
after a slow start, now brings monthly food 
baskets to 2.6m families, and has enlisted 
1m adults in make-work schemes. The gov- 
ernment has also granted 450m reais 
($385m) in cheap loans for wells, small 
dams and forage. 

Traditionally such aid, when not pock- 
eted by local mayors, was used by them as a 
tool to maintain political power. This year, 
the federal government has insisted that 
each mayor should set up a civic committee 
to administer aid. In some places—Ouri- 
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curi is one—this has worked well; in others 
the old evils persist. But the real test of the 
relief effort will come over the next four 
months, as water, forage and credit all run 
out. Further unrest may break out. 

As soon as it rains, richer Brazil will 
again lose interest in the semi-arido. But 
lack of water is as much symptom as cause 
of this recurring tragedy. "Drought is a 
problem of lack of income. If people had 
income, they would have food and water, 
because someone would find it worthwhile 
to supply them," says Sergio Moreira, direc- 
tor of Sudene, the federal development 
agency for the north-east. The 21m people 
of the semi-arido, especially the subsis- 
tence-farming households that make up 
most of its 10m rural population, are 
trapped in a vicious circle, in which pov- 
erty and drought reinforce each other. 

This is Brazil's most stubborn develop- 
ment challenge. It has resisted four decades 
of regional policies aimed at overcoming 
the country's north-south divide. In the 
nine north-eastern states, GDP per person is 
around $2,000, only half the national aver- 
age. Their 45m people, 28% of Brazil's total, 
include almost half its poor. Applying the 
United Nations’ human-development cri- 
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teria, southern Brazil approximates the 
poorer countries of Europe; the north-east 
is more like those of Africa. 


Sweet corporate pork 


Yet such aggregates conceal as much as they 
reveal. The north-east is no monolith. In- 
deed, its boosters portray it as Brazil’s most 
dynamic region. In the 1970s, modern in- 
dustry arrived, led by huge state invest- 
ments in hydro-electricity and irrigation 
on the river Sao Francisco, and a petro- 
chemical complex near Salvador. 

Private investors have followed, encour- 
aged by tax breaks. Not only can firms de- 
duct from existing tax bills a large chunk of 
their investment in the region, but profits 
earned there escape federal tax for ten 
years. More recently, state governments 
have offered similar exemptions from their 
sales taxes for up to 15 years. 

Two states have done especially well at 
winning investment. Bahia’s industrial 
output, aided by big ventures in chemicals, 
pulp and paper, is up by 64% since 1980, 
against 18% for Brazil as a whole. Luiz Car- 
reira, the state planning secretary, foresees 
another $34 billion in private investment 
in the next four years. Some will be drawn 
by an ambitious tourism plan. This in- 
cludes Brazil's first planned resort—in the 
style of Mexico's Cancun—at Sauipe, on the 
coast 120 kilometres from Salvador. The 
initial $215m, 3,500-bed stage is being built. 

Since 1990, industry has also sprouted 
in Ceara, with around $1 billion of new in- 
vestment and 15,000 new jobs each year. 
The state now has big textile and shoe in- 
dustries, is building a deep-water port, and 
makes (unconfirmed) claims to have lured 
à steel works and oil refinery. With vigor- 
ous promotion and especially generous tax 
holidays, it has attracted firms from south- 
ern Brazil. Grendene, a shoemaker from 
Rio Grande do Sul, is now Ceara's largest 
private employer, with eight factories and 
10,000 workers there. Despite much train- 
ing, it finds productivity lower than in the 
south, but wages are 50% lower. 

Pernambuco, the region's third signifi- 
cant state, is the centre of a declining sugar 
industry, but also of some less advertised 
success stories, with flourishing medical 
and software industries in Recife. And in 
the valley of the Sao Francisco around the 
fast-growing twin towns of Petrolina and 
Juazeiro, and in the small state of Rio 
Grande do Norte, irrigated fruit farming 
thrives. The potential is huge. "Brazil has 
no awareness that it could be a world 
power in fruit. Today, it's smaller than 
Costa Rica or Ecuador," says Voltaire Me- 
dina, the Chilean chief agronomist of Fruit 
Fort, a Petrolina firm that grows and ex- 
ports mangoes to the United States and Eu- 
rope. Sun, water and careful technique al- 
low it to harvest 34 tonnes of mangoes per 
hectare each year, double the average in ri- 
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The staff of life 


val countries such as Mexico. Now the firm 
is planning to export seedless grapes. 

Such ventures offer some hope of bring- 
ing development to the interior of the 
north-east. Hitherto, growth has been 
heavily concentrated in just three big cities, 
Fortaleza, Recife and Salvador. Between 
them, these three have had more than half 
of the private investment mobilised by tax 
breaks. Now, that process is starting to be 
repeated in two or three fast-growing in- 
land cities. In the past year Petrolina, Jua- 
zeiro and (a different place) Juazeiro do 
Norte have each acquired gleaming new 
American-style shopping malls—in Brazil, 
always the symbol that a town has arrived 
and is developing a middle class. 


Lopsided growth 

Yet though the economic gap between the 
north-east and the rest of Brazil has nar- 
rowed, this has been a slow and uneven 
process. Indeed, some economists fear it 
may recently have been reversed, as tech- 
nology-based industries have clustered in 
the south, close to Brazil's main consumer 
markets and to its partners in the Mercosur 
trade block. The figures here are ambigu- 
ous. A new analysis of the national ac- 
counts by IPEA, a think-tank linked to the 
federal government, shows the north-east's 
share of national income broadly static at 
about 14% from the mid-1980s to 1996. Yet 
Sudene's data show its region growing 
handsomely in recent years. 

Sudene's figures suggest two things. 
First, the north-east has gained greatly from 
the low inflation seen temporarily in 1986, 
and lastingly since 1994; high inflation hit 
it disproportionately, because the purchas- 
ing power of its many poor people was ill- 
protected by Brazil's old indexation sys- 
tems. But, second, periodic droughts, as in 
1993, still drag the region down. 

Worse, their economic impact is be- 
coming more severe. The roots of the north- 
east's poverty lie in a highly unequal land- 
holding structure, exacerbated by the 
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political power of the landowners. Poor 
soil and pasture mean that cattle farms in 
the semi-arido need at least 100 hectares 
(250 acres) to be economic. But most farm- 
ers have fewer than 30. And cotton, the 
main cash crop, has succumbed over the 
past decade to disease, credit shortages and 
cheaper imports. Without it, farmers are 
obliged to sell part of their meagre crops of 
maize and beans, their diet has suffered, 
and they lack the savings or access to capi- 
tal to bounce back after drought, argues 
Tania Bacelar, an economist at the Federal 
University of Pernambuco. 

Regional policy supposedly aims to 
lessen inequalities. In practice it has done 
nothing for the subsistence farmers of the 
semi-arido. Tax breaks and subsidies have 
indeed attracted jobs to a few lucky parts of 
the north-east. But many might have come 
anyway. And the revenues forgone could 
have been spent on education and other 
anti-poverty measures, or on better trans- 
port links to local and southern markets. 

Nothing sums up these muddled prior- 
ities so much as water policy. Half the irri- 
gated land in the Sao Francisco valley is the 
product of public investment. In turn, 
rather more than half of that was awarded 
in six-hectare lots to subsistence farmers 
from the semi-arido. Fine? Well, it also both 
gives local politicians favours to hand out, 
and legitimises the provision of subsidised 
water to efficient commercial businesses 
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that could afford to pay its full cost. 

Commercial irrigated farming has 
bright prospects. But, unsurprisingly, many 
of the small farmers have got into difficulty 
and have had to sell up. “The big irrigation 
projects are done in a way that assumes that 
an illiterate and poor dry-farmer will be- 
come successful capitalist overnight,” says 
Hermes Monteiro, of Caatinga, a project 
that works with poor farmers near Ouri- 
curi. Ifa mere fraction of the public money 
spent on big irrigation projects were spent 
on small-scale works in the semi-arido, he 
argues, subsistence farmers could survive 
the drought with their animals and liveli- 
hoods intact—and with no need to beg for 
aid from the local political bosses. 

For example, a large concrete tank (cost, 
350 renis) to store rain off farmhouse roofs 
can supply a family of six with drinking 
and cooking water for eight months. Un- 
derground “dams” built in natural hollows 
can trap sub-soil water, allowing harvests 
of fruit, rice or maize even in a drought year 
(cost, 400 reais for half a hectare). Some 
state governments are starting to support 
such works; many politicians still find big, 
prestige schemes more profitable. 

The second big need of the semi-arido 
is decent education. A typical north-east- 
erner has 3.3 years of schooling, half the 
(low) national average. Bahia and Ceara, 
governed for more than a decade by allies 
of Mr Cardoso, are often held up as models 
of the new, modern north-east. Yet in both 
states one adult in four is illiterate. Just as 
lacking is technical and management 
training that could help to lift the region’s 
dry-farmers out of poverty. 

Yet there are small signs of change. The 
Banco do Nordeste, a public-sector re- 
gional development bank, has increased its 
lending to agro-industrial projects in the 
semi-arido. It has also turned 450 ofits staff 
into "development agents", giving them 
each a laptop computer and a mission to 
take credit and basic business skills to 
small towns and villages. 

Prospects for education too are improv- 
ing. A new law is channelling more federal 
aid to the poorest north-eastern schools. As 
part of drought relief, Ceara has enrolled 
200,000 people in literacy classes and 
school-repair work. Bahia's state govern- 
ment has declared education its top prior- 
ity, and plans to lift enrolment rates in pri- - 
mary schools from 80% to 98% by 2002, 
and in secondary schools from 22% to 40%. 

New ideas are appearing in other fields. 
States are questioning the mutual throat- 
cutting of the tax-break war. One state, Rio 
Grande do Norte, has even passed a law 
that envisages charging for private extrac- 
tion of water by commercial users; others, 
such as Ceara, are starting to think that way. 
Just maybe, next time drought hits the 
north-east, it will be better prepared. 
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A case of mistaken identity? 


KHARTOUM 


There is no on-the-spot way to confirm America’s claim that the Sudanese 
factory it destroyed with cruise missiles was making chemical weapons 


MERICA’S attack on Sudan has aroused 
general scepticism but the Sudanese 
government, which has alienated many of 
its neighbours, is finding that it has few 
friends, above all powerful friends, who are 
willing to come openly to its defence. After 
cruise missiles destroyed the Shifa pharma- 
ceuticals factory in Khartoum on Au- 
gust 20th, Sudan invited the United 
Nations to search the site for traces of 
the chemical-weapons components 
that, according to America, were the 
reason for the strike. A reasonable re- 
quest, one would have thought, but 
the UN Security Council prevari- 
cated, sucking its teeth. Nor has the 
region rallied behind Sudan, prof- 
fering its unconditional solidarity. 
The Arab League and the Islamic 
Conference condemned the attack, 
but Arab governments have mostly 
preserved an embarrassed silence. 

The Americans claim that they 
cannot produce evidence without 
compromising their sources: intelli- 
gence agents are said to have col- 
lected a soil sample that showed 
traces of precursor chemicals used in 
making nerve gas. But the foreign 
diplomats, journalists and others in- 
vited by the Sudanese to inspect the 
rubble, have found nothing to back 
these allegations. One western am- 
bassador, who worked on chemical- 
weapons control for five years, is par- 
ticularly dismissive. While it is 
always possible that somebody was 
mixing something nasty in a back 
room, he says, none of the ingredi- 
ents or machinery in the factory 
could have been used for making chemical 
weapons on a big scale. 

Given free access to the site, your cor- 
respondent spent more than two hours 
clambering over—and under—the smoking 
ruins and found nothing to suggest that it 
was anything but a plant producing medi- 
cine for humans and veterinary drugs for 
animals. There was no sign of the hidden 
laboratories or storage rooms underground 
which some had darkly hinted at. Engi- 
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neers and other specialists from Britain 
and Jordan, who had helped to build or 
run the factory, stepped forward to declare 
it was not, and could not be, used for mak- 
ing chemical weapons. 

The Americans’ other claim is that the 
factory was linked to Osama bin Laden, the 
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rich Saudi dissident (see box on next page) 
who has been named by the Americans as 
the chief suspect in the recent bombing of 
the American embassies in Kenya and Tan- 
zania. His *training camps" in Afghanistan 
were simultaneously struck by a much 
larger number of American missiles (see 
page 30). Some of Mr bin Laden's money, 
say the Americans, went into the plant, 
which opened in 1996, a joint-venture be- 
tween a Sudanese businessman and a 


why their city was hit 


Saudi shipping company. The two sold it 
last March to Saleh Idris, a Sudanese 
banker who lives in Saudi Arabia. With no 
record of support for Islamist militants, he 
is unlikely to be a partner to Saudi Arabia's 
most wanted citizen. 

Ironically, the Sudanese government's 
greatest asset is Mr Idris's lawyer, Ghazi Sul- 
eiman, who is the country's leading hu- 
man-rights lawyer and an outspoken critic 
ofthe regime. After fiercely denying that his 
client had any links to terrorism (and indi- 
cating that he would be seeking compensa- 
tion from America) Mr Suleiman de- 
nounced Sudan's government for its 
*political terrorism" against its people. 

By mid-week there was a growing con- 
sensus among diplomats and journalists in 
Khartoum that American intelli- 
gence had boobed. A case of right is- 
sue, wrong target perhaps, since Su- 
dan may be seeking chemical- 
weapons capability—though not at 
the Shifa factory. According to a re- 
port by the New York-based Human 
Rights Watch published this week, 
Sudan had stored Iraqi chemical 
weapons at the Yarmouk complex 
south of Khartoum in a heavily 
guarded military area. (By contrast, 
the Shifa factory stood open to the 
street between a power station and a 
sweets factory in a north Khartoum 
industrial estate.) Diplomats say that 
the weapons were transferred from 
Iraq to Sudan during the 1991 Gulf 
war. There are also unconfirmed re- 
ports of chemical-weapons develop- 
ment at a tannery in south Khar- 
toum, in which Mr bin Laden 
reportedly has a share. 

The Sudanese government cites 
Mr bin Laden's expulsion in 1996 as 
an example of its good behaviour, 
along with the handing over of "Car- 
los the Jackal" to France in 1994. Yet 
his departure was not as complete as 
all that. He had substantial business 
interests in Sudan, including a farm 
at Jebel Kadr in the east of the coun- 
try, where his militant followers 
trained. When he left, the farm was handed 
over to a UN agricultural project and his 
construction company was auctioned off. 
But he still retains some business in Sudan 
through front companies, and has links 
with Sudan's ruling Islamist elite through 
its secretive Masonic-like body known as 
the Committee of 40. 

Frustrated by their inability to hit back 
at the Americans, who have no diplomats 
in Khartoum, Sudan’s leaders have resorted 
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to more generalised demonstrations, most 
of them noisy but polite little affairs. The 
British have been particular targets, both 
because they have leapt to the Americans' 
support and because, as the former colo- 
nial power, they are frequently used as 
whipping-boy for Sudan's ills. A well-orga- 
nised crowd pelted the fortress-like British 
embassy with stones last weekend. The re- 
quested police protection appeared min- 
utes after the last demonstrator had left. 
The government then ordered its ambassa- 
dor back from London and asked the Brit- 
ish ambassador to leave Khartoum. 
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The rift is not expected to last long, but 
it will end British efforts to mediate in Su- 
dan's civil war. It also means the cancella- 
tion of a symposium commemorating 100 
years of Anglo-Sudanese relations. Septem- 
ber 2nd is the anniversary of the Battle of 
Omdurman—tens of thousands of Suda- 
nese died in what was more a massacre 
than a battle—when a British army brought 
Sudan under imperial rule. Sudan's latest 
brush with a distant power is less cruel, but 
the belief that it is the victim of imperial 
petulance is much the same. 
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Egypt ^ | 
Islamists in retreat? 


CAIRO 


N EGYPT'S hit summer film, when a 

character denounces America's treat- 
ment ofthe Arab world, his audience—both 
on the screen and in the cinemas—cheers 
wildly. Though nobody has taken to the 
streets to protest at America's missile strike 
on Sudan, the attack, along with the paraly- 
sis of the Arab-Israeli peace process and 





DUBAI 


ENTION the name of Osama bin 
Laden in a Saudi public place and 
heads will turn, first to check that nobody 
| from the government is listening, and 
| then to give you their views. The exiled 
| Saudi millionaire, branded by America 
as a terrorist mastermind, is fast becom- 
ingaculthero to many ofhis more devout 
countrymen. Although few Saudis and 
other Gulf Arabs supported the bombing 
of American embassies in East Africa, 
most were appalled by America's reac- 
| tion. The lethal shower of Tomahawk 
| cruise missiles on alleged terrorist facili- 
ties in the Muslim countries of Sudan 
and Afghanistan appears to them to be a 
crude and outdated way of putting the 
world to rights. 

In the absence of public evidence 
from America, Arabs around the world 
doubt that the destroyed pharmaceutical 
factory in Khartoum was really produc- 
ing the ingredients for nerve gas. They re- 
call America’s blunder ten years ago when 
one of its warships shot down an Iranian 
airliner over the Gulf. But though Sudan 
now commands the attention of the Arab 
League, it is Mr bin Laden who com- 
| mands an increasing fascination for ordi- 
nary Arabs. After all, he has survived—by 
the grace of God, as he put it—a devastat- 
| ing attack on his Afghan base by the 
world's only superpower. Just as Iraq's 
Saddam Hussein was able to pop up from 
the rubble of cruise-missile strikes with 
his regime intact, Mr bin Laden's survival 
enhances his stature. Almost overnight, 
everyone in the region wants to know 
| who he is and what he stands for. 
| Born in the 1950s of a Yemeni father 
| and Saudi mother, he is one of 55 siblings 
and half-siblings who grew up in Saudi 
Arabia at a time when oil was changing 
the country beyond recognition. His fam- 
ily made a fortune as builders, and when 
_ the young Osama took off for Afghanistan 
| in 1979 to help the mujahideen fight the 





Today’s new cult hero 


Soviet invaders, he used his family 
connections to import bulldozers 
for building tunnels and caves. He 
became a rallying-point for thou- 
sands of “Arab Afghans”, volun- 
teers from as far away as Egypt and 
Algeria. 

When the Russians left Af 
ghanistan, he returned to Saudi 
Arabia with impeccable creden- 
tials as a holy warrior in the Islamic 
cause. But after ten years of living 
an ascetic existence in the moun- 
tains, he found his homeland well 
below his purist ideals. By 1990, 
Arabia was awash with American 
troops—some Jewish and some fe- 
male—and his government was ap- 
parently embracing them. In his 
eyes, the sacred land of Mecca and 
Medina was being desecrated. Within 
four years, his strident criticism of the rul- 
ing al-Saud family had seen him exiled to 
Sudan, stripped of Saudi nationality and 
ditor his rich and law-abiding 
brothers. But by 1996, his ever-stronger 
links to militant Islamist groups had led 
the Sudanese government to be pressed 
into expelling him too. He found refuge 
in Afghanistan. 

By now the Cia had named him as the 
prime financier behind the bombing of 
the World Trade Centre in 1993. It also 
implicated him in the 1996 Khobar 
Towers bombing in Saudi Arabia, which 
killed 19 American servicemen, an act for 
which the Saudis have not named sus- 
pects. Mr bin Laden denied his involve- 
ment in either bombing, but called the 
perpetrators “heroes”, 

At that time, to most people in the 
Gulf, he was still a little-known extremist 
with dangerous friends. Now, with the 
Arab-Israeli peace process in tatters, his 
words are striking a chord with many on 
the Saudi street. American foreign policy, 
he claims, is heavily biased against the 





And a scholar, too 


world's 12 billion Muslims. He cites 
America's acquiescence with the expan- 
sionist policies of the Israeli government 
and its refusal to condemn Israel for the 
shelling of Lebanese civilians at Qana in 
1996, and he blames America for the 
deaths of thousands of Iraqi children | 
through prolonged UN sanctions. Regard- | 
less of the facts, these are sentiments 
shared by millions of Arabs, including 
many in the Saudi ruling family. 

Mr bin Laden's béte noire is the Amer- 
ican forces on Arabian soil. He calls them 
the “new crusaders” and, in the past few 
months, he has told the media that, if 
American forces do not leave his home- 
land, then neither they nor the 30,000 
American citizens in Saudi Arabia will be 
safe from attack. 

Not surprisingly, his existence is a 
huge embarrassment to the Saudi govern- 
ment. Despite its misgivings over Ameri- 
ca’s Israeli policy, it has a deep military 
and economic partnership with America. 
But if Mr bin Laden makes good on his 
threats, Saudi Arabia risks being the re- 
cipient of the next terrorist attack. 
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American indifference to the plight of 
Iraqis, feeds anti-American sentiment. This 
leaves the government, a close American 
ally, squirming. For Egypt's beleaguered Is- 
lamists, it provides a chance to change dis- 
credited tactics, and regain a bit of popular- 
ity in the process. 

Egypt's foreign minister, Amr Moussa, 
has pointedly refused to be drawn into con- 
demning America. Instead, he has made a 
bland proposal for a UN conference to com- 
bat terrorism, while calling on unnamed 
individual countries to refrain from unilat- 
eral responses to attacks. Egypt accuses Su- 
dan of supporting its Islamist insurgency 
and, in particular, assisting an assassina- 
tion attempt on President Hosni Mubarak 
in Ethiopia in 1995. In turn, Egypt has 
helped the Sudanese opposition, inviting 
its many factions to a conference in Cairo 
earlier this month. 

But Egypt does not want to burn its 
bridges with Sudan, which sits astride the 
upper reaches of Egypt's life-line, the Nile. 
And, like other Arab governments, it pays 
lip-service to pan-Arab sentiments. So 
when the Arab League proposed a harsher 
statement against America, an uncomfort- 
able Egypt signed up. 

Egypt's main Islamist guerrillas, Gam- 
aat Islamiya, have been having a hard time 
of late. Since last November, when a band 
of its members slaughtered 58 tourists near 
Luxor, bringing the country's lucrative tour- 
ist trade toa standstill, Gamaat's popularity 
has hit rock bottom. It is deeply split on the 
policy of hitting tourists, and both it and 
the much smaller Islamic Jihad group have 
suffered from the security forces’ ruthless- 
ness. At the same time, Egypt's political Is- 
lamist movement, the Muslim Brother- 
hood, is losing both friends and influence. 

In response, Gamaat has taken up anti- 
Americanism. Over the past year, the 
group's propaganda has dwelt less on ob- 
scure verses in the Koran and more on the 
injustices inflicted on Middle Eastern 
countries. In February, together with Jihad 
and five other groups from as far afield as 
Bangladesh, it formed an anti-American 
front, reportedly led by Osama bin Laden. 
After the attack on Khartoum, Gamaat is- 
sued a statement, urging Islamic groups to 
"communicate with the United States in 


Whisper it softly 
People killed in Egyptian political violence 
[1996 1997 1998" 
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the only language it understands." 

But Gamaat may find committing itself 
to international militancy easier said than 
done. Its members are more accustomed to 
shooting at tourist buses from sugar-cane 
fields than forging passports or designing 
car-bombs. Some of its more isolated cells 
may stick to old practices despite the new 
tone. A few of Gamaat's leaders have al- 
ready fallen out with their Islamist broth- 
ers. Less than a week before the bombing of 
the American embassies, the group's Af- 
ghanistan-based man announced that he 
was withdrawing from the front. 





Iran 


Double standard? 


TEHRAN 





Lajevardi: tinker, tailor, terrorist 


E WAS, said Iran's mujahideen, the 
"butcher of Evin", who in the 1980s 
was responsible for the torture and execu- 
tion of "tens of thousands" of political pris- 
oners. On August 23rd, Assodollah Laje- 
vardi was shot dead by two men in his 
tailors shop in Tehran's bazaar. The Iraq- 
based mujahideen immediately, and 
proudly, claimed responsibility. 

The mujahideen blame Mr Lajevardi 
for much of their grief during their bloody 
conflict with the regime in the years after 
the 1979 revolution. As a revolutionary 
prosecutor and the head of Tehran's infa- 
mous Evin prison, he stood accused of terri- 
ble deeds. In his earlier life, he was famous, 
or infamous, for much else. Arrested before 
the revolution, he was tortured in the same 
prison he was to administer later. A de- 
voted fighter in the movement led by the 
late Ayatollah Khomeini, he was impli- 
cated in the assassination of one of the 
shah's prime ministers in the early 1960s, 
and in a bomb attack on the Tehran office 
of Israel's airline El Al in 1966. 

Although the mujahideen is on the 
American State Department's list of terror- 
ist organisations, western countries have 
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not spoken out against Mr Lajevardi's 
assassination, or, indeed, against previous 
terrorist acts claimed by the mujahideen. 
From time to time, the rebels launch cross- 
border attacks from their bases in Iraq, 
many aimed at economic targets. This, 
Iran's government says, shows the West's 
double standard on terrorism. 

From a propaganda point of view, Mr 
Lajevardi's murder was well-timed, coin- 
ciding with the visit to Tehran of France's 
foreign minister, Hubert Védrine. Iran has 
long sought to prove that it is a victim, nota 
sponsor, of terrorism. "Were the shots loud 
enough for the French minister to hear?" 
asked Resalat newspaper. 

Mr Védrine was in Iran to resume the 
dialogue between Iran and the European 
Union suspended in April 1997 when a 
German court implicated Iran's leaders in 
the 1992 assassination of four dissidents in 
Berlin. On returning to France, Mr Védrine 
said that President Muhammad Khatami 
had told him that he “unequivocally con- 
demns" all acts of terrorism. 

Iran seized on the murder of Mr Laje- 
vardi to renew its demands that western 
governments should rein in the mujahi- 
deen's supporters who, through the Paris- 
based National Council of Resistance, have 
built a strong lobby in Europe and the 
United States against the Islamic regime. 
Iran's foreign minister, Kamal Kharrazi, 
said that Iran would co-operate with the 
West in a "true fight" against terrorism. 

The trouble is in the definition ofterror- 
ism. Iran wants the West to distinguish be- 
tween its support for Middle Eastern "lib- 
eration movements" and its opposition to 
"sheer acts of terrorism". It is also making 
the point that the West is less than forth- 
right when the Islamic republic itself is the 
victim of terrorism. 
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Nigeria 
First things first 


LAGOS 


CC T1 VERY human-welfare and develop- 
ment index measuring the well-be- 
ing of our people is on the decline,” Nige- 
ria’s military ruler, General Abdulsalam 
Abubakar, told the cabinet he finally swore 
in on August 22nd. “Currently, we are the 
world’s 13th-poorest nation. Given our re- 
source endowments, this sorry state is a se- 
rious indictment.” If anything is to be done 
about all this, returning Africa's most popu- 
lous country to democracy will be impor- 
tant: the process is to start in December, 
with council elections, and end next Febru- 
ary with a presidential poll. 
There is more to it: turning the econ- 
omy of Africa's biggest oil exporter around 
will be a daunting task whatever the politi- 
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cal conditions. Nigeria’s economy has 
crashed over the past two decades. Invest- 
ment, both public and private, has been 
minimal for years. GDP per person was 
$240 in 1996 (against $3,520 in South Af- 
rica). Workers in the public sector are paid 
rarely, and little. Key industries, such as 
power and telecoms, are in government 
hands and appallingly run. 

What can the new administration do to 
make matters better? Since General Abuba- 
kar took over on June 9th, the regime has 
paid $630m that was owed to multina- 
tional oil companies and issued new, 
clearer guidelines on who can take part in 
oil marketing. It has also made some prom- 
ises about economic policy—and, to make 
these easier to believe, the general has ap- 
pointed Ismaila Usman, the deputy gover- 
nor of the central bank, as finance minister. 
Mr Usman had only just returned to the 
bank after being suspended by General 
Abubakars predecessor, the late Sani 
Abacha, for objecting too strongly to his 
raiding of the country's coffers. 


There is still much to do. Essential eco- 
nomic reform, says Financial Derivatives, a 
Nigerian economic consultancy, starts 
with negotiations with the World Bank. 
Then comes a review of public-sector pay, 
making the central bank independent of 
the government, scrapping the dual ex- 
change rate, allowing treasury-bill rates to 
move closer to market levels, and starting 
to privatise telecoms and power. 

Foreign interest in Nigeria is beginning 
to pick up. At the deputy British high com- 
mission in Lagos, inquiries about trading 
possibilities have multiplied by five since 
General Abubakar took over, even though 
there is usually little interest during the 
summer. But these inquiries, a spokesman 
stressed, are still about trading, not invest- 
ment. Investors remain understandably 
cautious. Nigeria's political future, when 
the soldiers return to their barracks next 
year, is unknown. What is certain is that 
any politician hoping for success in 1999 
will have to convince people that he knows 
how to make their daily life less harsh. 





Congo 


Friends, ex-friends and rebels 


KINSHASA 


Will their actions leave Congo permanently divided? 


que week, for the first time in Congo's 
one-month civil war, the smell of 
gunsmoke drifted through Kinshasa's bou- 
levards. On August 26th, rebels and forces 
loyal to President Laurent Kabila were 
fighting in the city's outskirts, for the air- 
port. But now that Zimbabwe and Angola 
have openly entered the war on the presi- 
dent's side, reinforcing his shabby army 
with their well-equipped troops and fighter 
aircraft, the rebels will not find it easy to 
take the capital. Mr Kabila himself has re- 
turned from his stronghold in the south, 
predicting imminent victory. 

But he has small cause for joy. His Ango- 
lan and Zimbabwean allies are helping 
him to recapture western Congo: the rebels 





have been ousted from their air base at 
Kitona; their hold on the Inga dam, which 
supplies the capital and the copper mines 
with electricity, is shaky; and Kisangani, a 
city in the north-east that recently fell into 
rebel hands, has come under attack. But 
they may not stay on to help him regain the 
eastern half of his huge land. 

The outsiders, naturally enough, have 
their own interests at heart. The Angolans’ 
overwhelming concern is that their UNITA 
rebels should not find sanctuary in the 
parts of Congo that adjoin Angola. Zimba- 
bwe, without that particular worry, is un- 
likely to be prepared for a long campaign. 
Rwanda and Uganda, which like Angola 
had originally helped Mr Kabila to power 
in the hope that he would squash their 
rebel movements in adjoining territory, are 
so disappointed with his failure to do so 
that they now support the Congolese rebels 
fighting him. The result could be a perma- 
nently divided Congo. 

In the 14 months since he marched to 
power, sweeping away the dying kleptocrat 
Mobutu Sese Seko, Mr Kabila has alienated 
his former friends and allowed the econ- 
omy to drift from sickness into coma. The 
main reason for welcoming him as presi- 
dent was that he was not Mobutu. Crowds 
waving palm fronds cheered his troops 
into Kinshasa. Multinational companies 
queued to negotiate mining contracts. He 
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promised elections, respect for human 
rights and other good things. 

Briefly, he justified the hopes. Inflation, 
which reached 24,000% under Mobutu, 
was cut to a mere 70% last year. A new cur- 
rency, the Congolese franc, was introduced. 
The capital became a slightly safer city: 
though its streets are still strewn with dead 
dogs and rubbish, there are fewer unpaid 
soldiers threatening passers-by. There is 
also less corruption than there was under 
Mobutu. But this is partly because those 
who embezzle are less deft than were 
Mobutu’s men, who laundered their loot 
through scores of dummy companies. 
There is also less to steal than there was. 

Price rises may have been checked, but 
the fear of hyperinflation lives on. Most 
trade is conducted by barter. Congolese 
with savings keep them in dollars or invest 
them abroad. Foreign investors are scared 
off by the government’s habit of dis- 
honouring contracts, demanding taxes on 
as yet unrealised profits and arresting busi- 
nessmen when deals go sour. 

Mr Kabila's response to his troubles has 
been to retreat into Congolese nationalism. 
Tutsis, regarded as suspect, have been 
sacked from the government or have fled to 
join the rebels. The state-controlled radio 
urges the slaughter of Rwandan Tutsis, 
which is taken to mean Congolese Tutsis 
too. Congolese women wearing western- 
style trousers are publicly stripped. Foreign 
journalists, accused of spreading dismay, 
have been arrested and beaten. A French 
television crew was given a mock execu- 
tion. All this may endear Mr Kabila to patri- 
otic locals but will raise the temperature of 
the conflict to boiling point—and could 
even lead to genocide. 
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Inspired. 


The Audi A6. 
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After we won “Best bank in Asia". 


We are delighted that Euromoney named us “Best bank in Asia". But, we are determined not to let it go to our heads. It is our 
focus on our customers that led to this accolade, and we have no intention of shifting that priority. So, proud as we are that 
Euromoney also named us "Best bank in Hong Kong”, "Best foreign bank in China, Malaysia and Singapore", “Best trade-finance 
bank in Asia", "Best sub-custodian in Asia" and “Best treasury in Asia” (HSBC Markets), we will never waver from the standards 


of professionalism and service that you, our customer, have come to expect. After all, you are the judge we really want to impress. 


qx) 
HongkongBank 


Member HSBC Group 


Your Future Is Our Future 
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Meltdown in Russia 


MOSCOW 


The strange return of Viktor Chernomyrdin as Russia's prime minister is not 
halting the country's slide into monetary and political chaos 


USSIA'S crisis shows no sign of abating. 

The rouble plummets. Neither the 
president, Boris Yeltsin, nor his newly ap- 
pointed prime minister, Viktor Cherno- 
myrdin, looks in control. The country 
barely has a government. Foreign confi- 
dence—political and financial—goes on 
tumbling. Mr Yeltsin's presidency looks 
more hollow than ever. Power may, indeed, 
be slipping away from him. 

In a humiliating decision on August 
23rd, Mr Yeltsin felt obliged to reappoint as 
prime minister the man he had brutally 
sacked just five months before, probably on 
suspicion that Mr Chernomyrdin had his 
eye on the presidency. Now Mr Yeltsin has 
declared Mr Chernomyrdin his rightful 
heir. The word in Moscow is that, this time, 
the prime minister will have much greater 
latitude in running the show and choosing 
ministers. So far, however, he has yet to 
choose any, pending ratification of his own 
appointment by the Duma, Russia’s can- 
tankerous, Communist-dominated lower 
house of parliament. The outgoing prime 
minister, Sergei Kiriyenko, has gone, but at 
least some other ministers may be 
'eappointed. 

The appointment of Mr Chernomyr- 
Jin, Russia's greatest post-communist 
survivor (see page 57), has added to, 
rather than diminished, the prevailing 
*haos. "We are in the midst of melt- 
down,” said a foreign banker this 
week. Sberbank, which holds most of 
the country's savings, has had to 
Sring back restrictions on with- 
Mrawals. The mood outside 
xanches of some of the most trou- 
wled banks has been ugly, as bank 
employees backed by gun-toting 
Kuards have been turning away “7 ~ 
depositors. ex 

One suggestion is that dud 
xanks should be closed down 
(n order to save the good ones. 
But that might not be easy. 
Jleg Vyugin, a deputy finance 
minister, says the central ^ 
wank could scrape together 
enough staff to run three 
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banks under an emergency administra- 
tion, but not enough to handle the 15 big 
ones needing most urgent help. Selling 
them to foreigners, if any could be found, 
has also been suggested. But that would be 
politically risky at the best of times, and 
looks impossible now. In any event, Rus- 
sia's leading tycoons—the “oligarchs” who 
exert so much political influence—want 
their banks bailed out, not bankrupted (see 
page 71). By August 27th, the rouble had 
fallen by half since its devaluation ten days 
earlier. This week, trading on Moscow’s 
moribund currency exchange was halted 
three times. The central bank's reserves, 
down to about $13 billion, are dwindling 
by $1 billion or $2 billion a week. 

The public finances, meant to be res- 
cued by the devaluation and partial default 
of August 17th, still look dreadful. Credit 
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Suisse First Boston, an investment bank, 
reckons that Russia needs $4 billion to 
meet its foreign-debt repayments next 
year—even assuming, questionably, that 
the iMF and other lenders stump up $7.8 
billion as planned. Another default looms. 
Better tax collection, which could plug 
some of the gap, looks as forlorn as ever. 
The richer Russian companies bribe or 
bully the tax inspectors to go away, leaving 
foreigners as the softest target. This is stran- 
gling the most stalwart and useful investors 
in Russia—those outsiders who have built 
factories and not just bought bonds. A 
group of them lamented this week that the 
taxman was driving them to despair. An- 
drea von Knopp, who represents German 
investors, said that inspectors wielding 
baseball bats had been visiting some of 
her members. Russia's tax collectors, she 
maintains, have been told to "collect $1 
billion from foreigners by the end of 
the month", 

This financial Chernobyl is begin- 
ning to affect the real Russian econ- 
omy, already stricken by unpaid 

bills, corrupt managers and low 
commodity prices (especially for oil 
and gas). The retail system has been 
((K-7 hardest hit. Shops are already be- 
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ers, says Greg Thain, a Briton who 
runs à big Moscow-based market- 
research company. Wholesalers 
are taking goods back for fear of 
non-payment. Western import- 
ers are already scaling back. 
This will hit Russians far 
harder than the collapse of a 
few crooked banks or of a cur- 
rency that few trusted very 
much anyway. For ordinary 
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Russians, the spread of a functioning mar- 
ket in consumer goods—and the end of the 
once-ubiquitous shop queue—was the sin- 
gle biggest economic feat of the past turbu- 
lent decade. 

The pain will be sharpest in Moscow, 
whose economy has flourished largely 
thanks to the bubble in financial services 
and to at least 50,000 high-earning foreign- 
ers, increasing numbers of whom are now 
heading home or contemplating new ca- 
reers as consultants. This will puncture the 
city government's wobbly finances, and 
maybe the political hopes of its ambitious 
mayor, Yuri Luzhkov, who wants to take 
over Mr Yeltsin's job. 

One tell-tale sign was an announce- 
ment this week that the completion of the 
mayor’s favourite project, an extravagant 
new cathedral near the Kremlin, had been 


Muzzled in Ukraine 





FTER four months’ imprisonment, 

the deputy-director of Ukraine’s 

| biggest privately owned newspaper, 

| Kievski Viedemosti, was at last let out on 

bail last month. In a country whose me- 

dia are ever more often subject to govern- 

ment censorship, this was considered a 
rare piece of good news. 

Worries about Ukrainian press free- 
dom emerged during the run-up to the 
country's parliamentary election in 
March, when one opposition newspaper 
folded after a boycott by state-owned 
printers, and the country's only decent 
television news programme was mysteri- 
ously taken off the air. The founder and 
the deputy-director of Kievski Viede- 
| mosti were arrested just three weeks be- 
| fore the polling. Both were charged with 
| tax evasion and illegal property-dealing; 

both have now been released; neither 
has yet been brought to trial. According 
to an exemployee of the (privately 
owned) station which produced the 
news programme: "Government people 
| phoned every hour. First there were rec- 
ommendations, and then there were 


stronger recommendations. And then 
there were orders." 

In May theaccounts of another oppo- 
sition newspaper, Polityka, were frozen 
after its publication of leaked govern- 
ment documents. When the paper's edi- 
tor denounced the action as politically 
motivated, the Kiev prosecutor promptly 
| Issued him with a libel writ. Polityka has 
| now folded. On June 4th a district court 
ruled against Kievski Viedemosti in an- 
other libel suit, this one brought by the 
interior minister, Yuri Kravchenko. Kiev- 
ski Viedemosti is appealing against the 
decision, but the paper's editor says that 





put off for lack of cash. In recent days Mr 
Luzhkov has been unusually quiet. 

But his troubles will look tame against 
Mr Chernomyrdin's if the crisis deepens, 
inflation and unemployment rise, and an- 
other debt default looms. And even if he 
does ride out the immediate storm, Mr 
Chernomyrdin's chance of winning a 
presidential election, whether held on 
schedule or earlier, must still be slim. 

So does anyone gain from all this? The 
Communists, of course, led by Gennady 
Zyuganov, are in full cry—and wondering 
whether, for the first time since commu- 
nism fell, to take a batch of ministries un- 
der Mr Chernomyrdin. Another figure who 
looks unflustered is Boris Berezovsky, per- 
haps Russia's biggest tycoon and best- 
known manipulator, who has been osten- 
tatiously close to Mr Chernomyrdin this 











Enemies of freedom 


Ukraine's judges are too weak to resist 
government blandishments. 

With a presidential election due in 
October next year, expect the squeeze on 
the press to tighten. Ukraine's president, 
Leonid Kuchma, has already begun in- 
veighing against foreign media owner- 
ship: one of Ukraine's four national tele- 
vision channels is a Russian-Ukrainian 
joint-venture; another is an American- 
Ukrainian one. And the information 
minister, Zinoviy Kulyk, recently an- 
nounced that the reissuing of licences to 
privately owned television and radio sta- 
tions will be brought forward from 2000 
to 1999—giving the government another 
stick with which to beat independent- 
minded broadcasters in an election year. 
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week. If he helps oversee the bank bail-out 
he would have a chance to ditch rivals anc 
strengthen his own hand. 

Of the presidential hopefuls who hav 
been limbering up alongside Mr Zyuganov 
the populist former general, Alexander Leb 
ed, who governs a Siberian province anc 
growls against corruption, seems bes 
placed. Mr Chernomyrdin, needless to say 
has been sounding him out for support. M 
Lebed might be wise, however, to stay awa’ 
in Siberia while politicians in Moscow ar 
mocked and buffeted by events. 


Ever bigger fish 


PARIS 


HE long-running series of political cor 

ruption scandals, which has recenth 
been toppling France's top politicians at ar 
alarming rate, is now threatening to en 
snare President Jacques Chirac himself. Al 
ain Juppé, a former Gaullist prime ministe 
who was Mr Chirac's right-hand man fo 
over 20 years, has become the latest big fig 
ure to have been formally *placed unde 
investigation”. It will be up to a prosecutinj 
magistrate to decide whether Mr Juppé ha: 
a case to answer in the matter of lettin; 
public and private money be used illegal 
to pay the salaries of dozens of Gaullis 
party officials while he was secretary-gen 
eral and later president of the part 
founded by Mr Chirac. 

Much of the money for these party job: 
is alleged to have come from Paris's city 
hall, over which Mr Chirac ruled supremi 
for nearly two decades, with Mr Juppé a: 
his first deputy in charge of the city's fi 
nances from 1983 to 1995. Most ofthe rest i: 
alleged to have come from both public anc 
private companies keen to keep the capi 
tal’s powerful mayor sweet. Michel Rouss 
in, Mr Chirac's chief of staff in Paris in tht 
1980s and a former Gaullist minister, ha: 
also been "placed under investigation", a: 
have three former Gaullist party treasurers 

For Mr Chirac, this is becoming mort 
and more embarrassing. Some 50 peoplt 
are now facing charges relating to mort 
than a dozen scandals involving the illega 
financing ofthe party he led for18 years. Mi 
Juppé, who had been planning a comeback 
this autumn after his shattering defeat ir 
last year's parliamentary election, may now 
insist, in a gesture of noble self-sacrifice 
that he “assumes full responsibility" for the 
affair. But, for once, many Frenchmer 
would privately agree with Bruno Mégret 
number two in the far-right National Front 
who says it is “astonishing” that the capit 
al’s former deputy-mayor should be inves: 
tigated and not the former mayor himself. 

Under the constitution, a French presi- 
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Juppé in the spotlight 


dent enjoys immunity from prosecution 
(except for treason) for any actions taken 
while carrying out his job. But legal opin- 
ion differs as to whether he can be prose- 
cuted during his presidency for actions 
taken before he reached the top. Elisabeth 
Guigou, the Socialist justice minister, was 
rapped over the knuckles by colleagues in 
May for remarking that “the president is li- 
able, like any other Frenchman, to be prose- 
cuted ifhe has committed an offence”. This 
time, she has said only that the government 
will keep out of the affair. 

In recent years, French judges, helped 
by a braver and more independent press, 
have become freer from political pressure, 
and bolder in accusing politicians, how- 
ever important. But the magistrates may 
still hesitate to question Mr Chirac. The lat- 
est affair involves no hint of self-enrich- 
ment. As Mr Juppé points out, before cen- 
tral state financing of political parties was 
introduced in the 1990s, all parties happily 
accepted money—from local authorities, 
government ministries, public and private 
companies—to pay their workers’ salaries. 
Many still do. Mr Chirac, back in favour 
thanks to an economic upswing, not to 
mention France's victory in the World Cup, 
can probably sit pretty for a while. But a 
warning shot has been fired. 





Norway 


Bondeviction? 


ILL Norway's government fall, along 

with its dipping currency? The coali- 
tion government which took office last Oc- 
tober was bound to be weak, since it has 
just 42 of parliament's 165 seats. But it is led 
by a popular prime minister, Kjell Magne 
Bondevik, a Lutheran priest and ardent 
football fan. That, though, may not be 
enough to keep it afloat. Plainly, Mr Bonde- 
vik’s Christian People's Party does not get 
on with its partners, the rural Centre Party 
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and the free-market Liberals. And this awk- 
ward trio evidently lacks enough savvy peo- 
ple to run a sound government. 

Now Norway is paying the price. Mr 
Bondevik's team ignored the country's cen- 
tral bank, which had pleaded with it to 
tighten fiscal policy to stop the economy 
overheating. But slumping oil prices have 
triggered speculation against the Norwe- 
gian krone and the bank is having to shove 
up interest rates in an effort to fend off a 
feared burst of inflation. Since most mort- 
gage payments are pegged to short-term in- 
terest rates, Norwegian mortgage-holders 
will be clobbered almost immediately. And 
the government's promises of ample public 
spending will have to be broken. Before the 
krone's fall, a fat budget surplus of 8% of 
GDP was predicted—and ministers jeered 
at the central bank's call for fiscal restraint. 
Now government frugality may have to re- 
place profligacy. 

Perhaps it was inevitable that the gov- 
ernment's inherent weakness would soon 
be exposed, given the thinness of its base in 
parliament. For some time, Mr Bondevik’s 
crew have been administering rather than 
governing. Parliament, it seems, has been 
making the running. And, though most 
Norwegians still like Mr Bondevik, he lacks 
the political muscle to call his legislature to 
heel. In Norway, parliaments cannot be 
dissolved between general elections, which 
can be held only every four years. So Mr 
Bondevik cannot call parliament's bluff by 
demanding a fresh poll. 

Whether he stays in office depends 
largely on Carl I. Hagen, who runs the right- 
wing, populist Progress Party, which 
shocked liberal Norwegians last year by 
winning 1596 of the vote—its best perfor- 
mance ever. And to the dismay of left-wing- 
ers in the ruling coalition, Mr Bondevik 
quite often finds himself turning for help 
to Mr Hagen and another right-wing party, 
the Conservatives, when his coalition is 
floundering in parliament. 

This delights the wily Mr Hagen, who 
has become adept at bargaining for his sup- 
porters. He has persuaded Mr Bondevik to 
dish out extra money, for instance, to pen- 
sioners. But when parliament returns from 
its summer recess, things may be different. 
Forced to tighten the purse-strings to let in- 
terest rates fall, Mr Bondevik may no longer 
be able to pay off Mr Hagen for his help. At 
which point Mr Hagen, so he has been hint- 
ing, might switch his support to the Labour 
Party, which ruled the country for most of 
the 12 years before Mr Bondevik took over. 

Is Mr Hagen, whose reputation is for xe- 
nophobia and opportunism, becoming the 
country's kingmaker? That is just what 
most Norwegians ofthe centre-left and cen- 
tre-right—the majority of voters—have been 
dreading. Because of an ill-managed cur- 
rency, it may be coming to that. 
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EUROPE 
Turkey 


Alaattin caves in 


ANKARA 


NTIL a famous pile-up two years ago, 

Abdullah Catli was Turkey's best- 
known fugitive. His death in that crash, in 
the company of a senior policeman and a 
member of parliament, prompted a dis- 
mally half-hearted inquiry into relations 
between organised crime and top politi- 
cians. But since French police arrested Ala- 
attin Cakici, another Turk on the run, on 
August 16th, hopes have been rising that 
such links may now be exposed and, per- 
haps eventually, broken. 

Maybe. A live suspect, it is true, is more 
likely to shed light on Turkey's underworld 
than a dead one. And there is hope that Mr 
Cakici’s extradition to Turkey will em- 
bolden his alleged victims, especially the 
country’s top businessmen, to testify 
against him. Mr Cakici is accused of extort- 
ing money from them in exchange for “pro- 
tection” and of muscling in on government 
tenders by forcing other bidders to with- 
draw. He is immensely rich. 

The awkward fact is that Mr Cakici 
could not have got where he has without 
help from influential friends. In 1994, a 
judge who ruled that Mr Cakici was respon- 
sible for having the general manager of a 
big bank shot also said that the attack had 
been carried out at the behest of the widow 
of Turgut Ozal, Turkey's liberalising prime 
minister for much of the 1980s—though no 
such charge was ever made against her. Un- 
til his arrest, ministers had long been in the 
habit of taking Mr Cakici's calls. When he 
returns to Turkey, he will do so on a diplo- 
matic passport issued by a member of the 
National Intelligence Organisation, the 
Turkish secret service. 

So why did Turkey's police press their 
French counterparts to nab him? Because 
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And give him a passport 
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Turkey's generals, who wince at the coun- 
trys reputation as a hotbed of interna- 
tional crime, have been pushing the prime 
minister, Mesut Yilmaz, to start tackling 
corruption. He has made some progress. He 
has installed a new boss at the National 
Intelligence Organisation, who ended the 
agency's long-running turf battles with the 
police. Their co-operation in tracking 
down Mr Cakici marks a breakthrough. 

But Mr Yilmaz has to move warily. 
Rather than have the intelligence man who 
issued Mr Cakici's passport called in for in- 
terrogation, the government let him stay 
abroad. Though Mr Yilmaz promised to get 
to the bottom of the Catli affair when he 
came to power last summer, just a few ju- 
nior policemen have been fingered. Nice 
jobs in the police and intelligence service 
are still given to friends. Even if he wanted 
to, Mr Yilmaz would be hard put to change 
the indulgent attitude of many Turks to- 
wards people like Catli and Mr Cakici. The 
former won many a patriotic heart by help- 
ing to murder Kurdish separatists; the latter 
makes much of links to Turkish groups 
fighting Armenian terrorists, 

Still, Mr Cakici’s arrest offers a ray of 
hope. Bringing him to trial is probably Tur- 
key’s best chance of proving to a sceptical 
world that it would rather uphold law and 
order than subvert it. 
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Europe’s languages 
Service compris 


BRUSSELS 


HEN commissioners and directors- 
general disappear to Tuscany and 
other points south for the holiday month of 
August, the European quarter of Brussels 
falls almost silent. In the translators’ offices 
alone the computer keys clack on un- 
abated. The summer respite is a chance to 
catch up on the backlog of less pressing pa- 
pers and reports awaiting translation into 
the three “working” languages or the 11 “of- 
ficial” languages of the European Union. 
Coping with that load obliges the Euro- 
pean Commission to maintain the largest 
translation staff in the world, more than 
1,500 people handling about 1.2m pages of 
text a year. The commission also operates 
much the busiest private “machine transla- 
tion” service in the world: bureaucrats who 
want a rough translation of a working doc- 
ument immediately can send it off as e- 
mail and get back a computer-generated 
draft ten minutes later. The commission 
uses a programme called Systran, which it 
has adapted to translate various combina- 
tions of English, French, German, Italian, 
Dutch, Spanish, Portuguese and Greek. 
Acceptance of English, French and Ger- 





man as the commission’s working lan- 
guages obviates the need to translate every 
scrap of paper into all 11 official languages. 
There is no statutory basis to the choice of 
working languages, and in practice Ger- 
man has much the smallest role. It is used 
perhaps one-third as much as English or 
French in day-to-day commission business. 
But Germany is the EU's biggest paymaster 
and most populous country—hence the lip- 
service that must be paid to its tongue. 

Enlargement of the Eu in 1995 gave a 
small fillip to German usage by bringing 
Austria into the fold. But the next expan- 
sion will probably come too late to boost it 
further. German is a common second lan- 
guage among older people in Poland, Hun- 
gary and the Czech Republic, all leading 
candidates to join the Eu. But it is being dis- 
placed among the younger generation by 
English. By the time these countries be- 
come members, they are more likely to in- 
crease the Union's Anglophone tilt. 

As for the candidates, they also face the 
chore of translating the club's rulebooks. 
Before joining, each has to translate the 
main corpus of Eu laws and regulations 
into its national language. After an entire 
years work, Lithuania, another would-be 
member, has translated a mere 4,000 pages 
of the acquis communautaire, the body of 
EU law. Only 36,000 pages to go. 








The pain of being set free 


STONIANS may have a thriving econ- 

omy and be on the fast track to join 
the European Union, but—in one sense, 
at least—they are among the saddest peo- 
ple in Europe. According to the World 
Health Organisation (WHO), they are 
three times more likely to commit suicide 
than, say, Germans or Swedes. Other Balts 
are just as gloomy. Indeed, Lithuania tops 
Europe's suicide league. 

People in ex-communist countries in 
general kill themselves more often than 
others in Europe, and their suicide rate 
has soared since the fall of communism. 
In Lithuania, for example, the rate of sui- 
cide has jumped by 70% since 1989; Esto- 
nia’s rate has grown by 46% over the same 
period. The big exceptions, in post-com- 
munist terms, are the three Caucasus 
countries—Armenia, Georgia and Azer- 
baijan—though the statistics they give to 
| the WHO may be dubious. 
| The most obvious causes of gloom in 

post-communist countries are the rapid- 
ity and trauma of social change, crum- 
bling welfare systems and the post-com- 
munist phenomenon of unemployment, 
all contributing to alcoholism and de- 
pression. To make matters worse, doctors 
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in many post-communist countries are 
slow to recognise and treat depression; 
many of their should-be patients cannot 
bear the social stigma which, they think, 
attaches to the problem. 

But why should Balts be so prone to 
self-destruction? Materially, they have 
done far better than, say, the Caucasians. 
Are those dark winter days to blame? Fel- 
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low-northerners such as the Finns used to 
be comparatively suicide-prone. Or have 


other ex-communists been franker about 


the problem—hence better at tackling it? 
Back in the early 1990s, Hungary led the 


suicide league. But its rate is dropping 


fast. The WHO suggests that Hungary's 


doctors have become better at recognis- 


ing depression, its government far keener 
to help vulnerable people such as drunks 
and those out of work. Now the wHo is 


trying to do the same for the Balts. 
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Viktor Chernomyrdin, student of survival 


I WAS, according to his predecessor Yegor Gaidar, *the most 
expensive economics education in history". Even that may be 
too kind. Viktor Chernomyrdin's first term as prime minister 
from December 1992 to March 1998 was indeed marked by the 
reluctant realisation that printing money would not solve Rus- 
sia's problems. But it is questionable how many other bits of 
economic common sense the pupil really took in. True, reforms 
did happen—witness Russia's flawed but massive sale of state 
assets and the creation ofa treasury-bill market to fill the govern- 
ment's budget gap. But they were not Mr Chernomyrdin's doing; 
moreover, many of them backfired. Privatisation, for example, 
became tied in the public mind with the theft of public goods by 
government cronies. And the treasury-bill market became a pyr- 
amid scheme, whose collapse two 
weeks ago prompted the current fi- 
nancial crisis. 

So the prime-minister-designate 
hardly looks the man to pick up the 
pieces. And his first few days back in 
office reflect not what he may have 
learnt last term, but the decades 
spent studying a different syllabus. 
One early pledge was to concentrate 
on "state industry"—a reflex reaction 
straight out of the Soviet manual. 

To be kind to Mr Chernomyrdin, 
his old-fashioned habits do not 
amount to an ideology. Even his sup- 
porters do not claim that he has 
strong ideas of his own (*a good 
thing too—they'd certainly be the 
wrong ones," says a westerner who 
used to cross his path). His chief skill 
is managerial—no small matter in 
post-Soviet Russia. "He can chair a 
meeting, get it to come to a decision, 
and follow up its implementation," 
chirps a government aide. 

With the right political backing, 
Mr Chernomyrdin, a heavy, blunt 
man, could do excellent service as a 
heavy, blunt instrument. Though not 
a particularly strong personality himself, he obeys orders with 
dutiful determination. The best of his last time in office was 
when President Boris Yeltsin gave reformers such as Anatoly 
Chubais their head, and backed them with the presidency's then 
formidable authority. Mr Chernomyrdin showed a useful abil- 
ity to tap the wheels of government and make them go round 
roughly as desired. 

That will not happen again. Mr Yeltsin is a political wreck; 
other figures, chiefly tycoons such as Russia's master-puppeteer 
Boris Berezovsky, are pulling the strings. Mr Chernomyrdin's fu- 
ture will depend first and foremost on how he satisfies the men 
who had his predecessor, the courageous but hapless Sergei Kiri- 
yenko, sacked for daring to tread on their toes. 

The result is that Mr Chernomyrdin is squeezed between his 
backers' ambitions and the requirements of the real world. Rus- 
sia's financial system has all but collapsed. Without prompt ac- 
tion, the economy will follow. It is an open question, for exam- 
ple, how many of the country's workers will be paid at all this 
month—and what those wages will be worth if the rouble's slide 
continues. Combined with Russians' traditional uneasiness 





about the approach of winter, this risks public panic, which 
could sweep away Mr Yeltsin, Mr Chernomyrdin, and who 
knows what else besides. 

That might suggest that assembling an emergency govern- 
ment to get Russia through the next week is the outstandingly 
important task. Not so—or at least not yet. Awesome though the 
country’s financial problems are, they are not the new prime 
minister's top priority. He has pledged not even to name his new 
government until his nomination is ratified by Russia’s lower 
house of parliament, the Duma. This body is dominated by 
vengeful Communists and other malcontents, who show no 
sign of wanting to give their assent quickly, if at all. 

This is partly due to a desire get their own back on Mr Yeltsin, 
who has humiliated the opposition 
leaders time and again with his use 
of presidential authority—and the 
pork barrel. It also reflects unhappy 
memories in parliament of Mr Cher- 
nomyrdin's previous prime minis- 
tership, and the numerous promises 
of consultation he made and then 
broke. 

But the opposition's bigger plan 
may be to change Russia's system of 
government from one where the 
presidency and government are 
powerful and parliament impotent 
to one where the power is the other 
way round. According to one report, 
the opposition wants binding guar- 
antees that uncomfortable, strong- 
willed characters like Mr Chubais 
and Mr Berezovsky will not be in the 
government. Some opposition big- 
wigs in parliament say the Duma 
should even have the right to fire, as 
well as nominate, ministers. 

Mr Chernomyrdin's big asset in 
all this is his lack of strongly held 
principles. This has helped him rub 
along with characters as disparate as 
Mr Chubais, a radical free-market- 
eer, and Viktor Gerashchenko, whom a western economist once 
called “the worst central banker in history". Tweak the scenery a 
bit, and Mr Chernomyrdin could conceivably find himself 
teamed up with the Communist leader, Gennady Zyuganov, the 
mayor of Moscow, Yuri Luzhkov, or—his current preferred 
choice—Alexander Lebed, a popular former general. 

For all that, it is hard to see Mr Chernomyrdin triumphing, 
as he hopes, in a free presidential election. His public persona is 
almost comically wooden and unappealing, though he is said to 
be funny and charming in private. 

And there is plenty of mud to fling. He it was who ran the 
government during the disgraceful, murderous war in Chech- 
nya. Then there was the notorious bear-hunt in Siberia, recalling 
Brezhnev-era extravagance, when the snoozing Mishas were wo- 
ken in order to be slaughtered at taxpayers’ expense. Perhaps 
most seriously, there is Mr Chernomyrdin's cosiness with Gaz- 
prom, the country's most powerful company, which he used to 
run and which thrived, lightly taxed, under his prime 
ministership. Mr Lebed, a stickler for propriety, will have fun 
with that, come election time. Whenever that may be. 
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Overreact in haste, 


repent at leisure 


BELFAST 
The British and Irish governments’ new 


T IS alarming to hear the leaders of two 
democracies boasting about how “Dra- 
conian” their new security measures are. 
That adjective is usually a term of abuse, de- 
noting the intolerably harsh and unjust. 
But Tony Blair and Bertie Ahern, the British 
and Irish prime ministers, seem to think 
that such laws are now what is needed to 
bring real peace to Northern Ireland. 
In the wake of the carnage in- 
flicted by the bomb in Omagh on 
August 15th, both Mr Blair and Mr 
Ahern are recalling their parlia- 
ments from summer recess to rush 
through new laws aimed at crushing 
dissident Irish republicans. To do 
this they have promised a package of 
measures. Details are still sketchy. 
Some of the measures outlined may 
not, when fully drafted or imple- 
mented, be unreasonable or “Draco- 
nian”. These may include the Irish 
Republic’s efforts to make it easier to 
prosecute for possession of firearms 
and explosives connected with ter- 
rorism and to seize property, includ- 
ing land, used for storing weapons 
or making bombs; and the admissi- 
bility of wire-tap evidence being 
considered by Britain. 

But the key measure outlined by 
both prime ministers is a potentially 
dangerous restriction of civil liber- 
ties. Judges will be able to convict 
those accused of membership of an 
illegal organisation merely on the 
testimony of a senior police officer. 
And in both jurisdictions judges sit- 
ting alone—paramilitary cases are 
heard without juries—could infer guilt if 
the accused does not answer questions, 

Mr Blair and Mr Ahern have resisted 
calls to reintroduce internment without 
trial, although the power to do so remains 
on the books in Ireland. And yet their key 
measure amounts to much the same thing. 
One reason they have felt able to brush 
aside civil-rights concerns is that their 
prime target—the “Real IRA”, the break- 
away IRA faction that bombed Omagh—is 
now so loathed throughout Ireland. The 
bomb, aimed at destroying the Good Fri- 
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anti-terrorism laws go too far 


day agreement, sparked condemnation 
from all parties in both parts of Ireland, in- 
cluding Sinn Fein, the political wing of the 
mainstream IRA. 

Standing at the site of the explosion, Mr 
Blair said the new laws were directed at 
“outcasts from the community in the 
whole of the island of Ireland.” This is no 
exaggeration, and largely explains the wide 





Draconian, and proud of it 


acceptance of the new measures. Past emer- 
gency laws were seen as being directed pri- 
marily at nationalists, at unionists’ behest. 
This time the targets are considered rene- 
gades by everyone. Martin McGuinness, 
Sinn Fein’s chief negotiator, protested cor- 
rectly that the new laws conflicted with the 
Good Friday agreement, and argued that 
political persuasion, rather than repres- 
sion, was the best way to isolate and stop 
dissident republicans. But even his protests 
sounded half-hearted. Mr McGuinness 
knows that the two governments are acting 


to mop up dissidents whom Sinn Fein ha 
already failed to persuade. 

The hope of British and Irish authori 
ties alike is that, with the help of the nev 
laws, the 30 most active members of th 
Real 1RA can quickly be rounded up anc 
jailed, eliminating the biggest threat t« 
peace. Most are based in the south, when 
the Irish government has overwhelmin; 
support for repressive measures against thi 
group. The two leaders are also gamblin; 
that, north of the border, the Royal Ulste 
Constabulary (RUC), the 93% Protestant pc 
lice force which is still not trusted by mos 
Catholics, will use its new powers cau 
tiously. The RUC's structure and role is un 
der review as part of the Good Friday agree 
ment. Its leaders are keen to minimis 
changes by showing that it can be ever 
handed and win support from ni 
tionalists as well as unionists. 

So it may seem an opportun 
time to crack down. But that does nc 
mean that the new laws are eithe 
necessary or wise. Emergency legisli 
tion has a miserable history in Bri 
ain. It has not only failed to halt te 
rorism, it has often helped to fuel 
by creating miscarriages of justi 
which have undermined rather tha 
supported the rule of law. The prev 
ous Labour government introduce 
the Prevention of Terrorism Act i 
1974 as another "Draconian" an 
"temporary" measure. Not only is 
still on the books, its provisions le 
directly to the mistaken convictio 
and imprisonment of the Birmin; 
ham Six and the Guildford Four. 

Moreover, the question has to E 
asked: if the Real IRA is such a smal 
isolated group, why are "Draconiar 
measures needed to defeat it? Th 
idea that the police know with ce 
tainty who all its members a) 
sounds like a delusion. If they do, 
should not be impossible to monitc 
them night and day, either collectin 
enough evidence to convict them c 
making it impossible for them to operat 
Even with the best of intentions, the RU 
may not be able to avoid making some mi 
takes and jailing the wrong people, esp: 
cially if the police fear criticism for failir 
to jail someone in the wake of some futui 
bomb. The resulting miscarriages could i1 
flame passions on both sides. 

British and Irish judges may yet balk, : 
they have in the past, at imprisoning su 
pects for long periods without evidence 
whatever Mr Blairs and Mr Ahern’s ne 
laws say. Nevertheless, the laws are a poc 
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way to start building a society in Northern 
Ireland based on respect for the rule of law. 
They not only conflict with the British gov- 
ernment's incorporation of the European 
Convention on Human Rights, currently 
passing through Parliament, but also with 





Sroadcasting 


The new-look BBC 


[he BBC is remodelling itself to a 


the civil-liberties pledges from both govern- 
ments which infuse the entire Good Friday 
agreement. The Omagh bombers set out to 
damage that agreement. This hasty legisla- 
tive reaction may have conceded a belated 
victory to the bombers. 


the big American media companies. This 


its uneasily with its role as a public-sector, taxpayer-funded corporation 


ARLIER this summer, the 600-odd em- 

ployees of the BBC's various news and 
urrent-affairs services were moved from 
cattered premises into a new, glitzy news- 
oom at Television Centre in west London. 
Nith the move has come a change in work- 
ng practices. Journalists who used to be 
edicated to a single radio or television 
'rogramme now work across a range of 
oth. Output has gone up, with the launch 
Ka 24-hour news service, News 24. "We've 
een co-sited, bi-medialised and multi- 
killed,” says a news employee gloomily. 

The operation looks like, and works in 
he same way as, NBC's massive news fac- 
»ry in New Jersey. This is not a coin- 
idence. The BBC is beginning to reshape it- 
elf along the lines of the big American 
aedia companies, and the centralisation 
Fits news operation is just one manifesta- 
won of a much bigger change afoot. 

The idea behind the way that modern 
wedia companies work is that "core con- 
nt" (be it Godzilla, Teletubbies or the 
ews) should be “leveraged across a range 
* platforms" (ie, broadcast free, sold on 
ay-Tv, featured on a website, flogged as 
ys, CDs or videos, or exported). Disney, 
àme Warner and the other big American 
»mpanies have been remodelling their 
sinesses along these lines. 

Is this model suitable for the BBC? "It's 
+e kind of thinking that I want to apply to 
is job," says Rupert Gavin, who left British 
*lecom earlier this year to run BBC World- 
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wide, the corporation's commercial arm. 
"We've got a vast array of content assets and 
a significant number of brands. The com- 
mercial organisation's responsibility is to 
maximise exploitation." 

The key to exploiting content is having 
lots of ways of distributing it. So last year, 
the BBC launched Bac Online, its free Inter- 
net service; it is about to launch its fifth 
new commercial channel and five new free 
channels. Some—like News 24—will screen 
original programmes, some will recycle 
material from its massive archive. Mean- 
while, the BBC is launching a channel in 
America, through a joint venture with Dis- 
covery, an American television company. 

In many ways, this makes sense for the 
BBC. After all, it has one of the world's best 
television libraries, and it would seem a 
shame not to use it. As David Docherty, 
deputy director of television with respon- 
sibility for the new channels, says, “Too of- 
ten we've built other people's businesses on 
the back of our archive.” But there are ten- 
sions between the BBC's ambitions and its 
public-service responsibilities. 

The BBC is never going to be very good 
at exploiting its assets commercially. Its in- 
stincts and its incentive structures are 
wrong. In Disney or Time Warner, a divi- 
sion's success is measured by its ability to 
generate cash; in the BBC, where licence-fee 
income is assured, Worldwide, the profit- 
seeking arm, is looked down upon. 

The management is trying to boost 


BRITAIN 


Worldwide's status. Whereas in the past it 
would be presented with a fait accompli, 
now it is being included at an earlier stage 
of decision-making. Some say too early— 
that the demands ofthe international mar- 
ketplace can be seen in, for instance, in- 
creasingly simplistic documentaries, and 
that the BBC is therefore abrogating its 
responsibility to the British licence-fee 
payer. Worldwide's influence will inev- 
itably grow, if it is to fulfil the manage- 
ment's ambition of quadrupling its current 
contribution to the BBC's revenues. 

Some areas of expansion are non-com- 
mercial, and that poses a different set of 
problems. Take news: when NBC centra- 
lised its newsgathering operations and 
launched a 24-hour news channel, it also 
created a new source of revenue. But be- 
cause the BBC is supposed to offer new ma- 
terial free to the licence-fee payer, its output 
has gone up with no increase in its revenue; 
and the strain that puts on budgets shows 
in the quality of News 24. 

News 24 raises another source of diffi- 
culty: unfair competition. The BBC has two 
great advantages, as it expands into new ar- 
eas—one of the world's biggest brand 
names, and public funding. Britain's maga- 
zine publishers have long groused about 
unfair competition when a programme 
like "Top of the Pops", with the most pow- 
erful advertising imaginable, financed by 
the taxpayer, launches its own magazine 
and blasts through the circulation of other 
teen magazines. Now, as the BBC expands, 
this is happening in more and more areas. 

Sky News is the latest victim. When it 
was the only news channel available to ca- 
ble operators, it reached 2.5m homes. Since 
the BBC started offering News 24 free to ca- 
ble operators, that has dropped to 1.8m, 
and News 24 now has 2.1m. Were Sky News 
owned by anyone but Rupert Murdoch, it 
might win more sympathy. 

Of course, since the BBC does not have 
to justify its activities in commercial terms 
or to an external regulator (its governors, bi- 
zarrely, are its regulators) it does not have to 
prove that any of this is worthwhile. But 
some of this new spending—Bsc Online, 
for instance—is raising eyebrows. The BBC 
first got on to the Internet with beeb.com, a 
commercial joint venture with ICL Fujitsu, 
a computer company, which ICL is now 
writing off as a "learning investment". 
Since then, the BBC has been pouring 
money into a publicly funded venture; and 
it evidently has its own doubts about how 
the £18.7m ($30.6m) allocated to BBC 
Online this year is being spent, because the 
man running it was fired last month. 

Where will this expansion stop? The 
government has no plans to call a halt, 
which is not surprising: when America’s 
media companies bestride the globe, a big, 
British one has a certain appeal. 
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BRITAIN 
Leeds 


Streets paved with brass 


Our fifth article on British cities celebrates the economic success of Leeds 


NLIKE those who run 

Britain’s other big provin- 
cial cities, the people in charge 
of Leeds have never bothered 
with big promotional cam- 
paigns—such as Manchester's 
bids to stage the Olympic Games or Glas- 
gow's “miles better" makeover. Nor have 
they poured money into grand schemes— 
such as Birmingham's convention centre or 
Sheffield’s sports stadium—in the hope of 
reviving a flagging economy. 

They have had no need. Leeds is any- 
thing but flagging. It is rich: about £2.5 bil- 
lion ($4.1 billion) a year tumbles into the 
tills in the city centre’s shops. It is resilient: 
while other cities were brought to their 
knees in the past two recessions, Leeds 
hardly broke stride, and gained more jobs 
than any other big city in the 1980s and 
1990s (see chart), And it is lively. Culturally, 
the city pretty much has it all: opera, ballet, 
dance and drama, plus a heaving club 
scene and lots of restaurants. 

It was not always so: Leeds used be a dis- 
mal place. Like most cities, it suffered from 
the decline of manufacturing industries. 
Engineering, tailoring and textiles, which 
employed 45% of the city’s workforce in 
1911, now employ only 9%. But decline 
stopped short of disaster, because Leeds 
never depended on a single industry, as 
Sheffield did on steel or Bradford on cloth. 

Fading industries have re-emerged in 
new guises. In the 1930s, for example, the 
factories of Montague Burton (“the tailor of 
taste”) claimed to clothe a fifth of Britain’s 
population. Only a few scraps of the rag 
trade remain, but in 1958, before the advent 
of credit cards, Burton’s had the bright idea 
of store cards. By 1990, when Burton Finan- 
cial Services was bought by Ge Capital, an 
American financial-services company, it 
employed 1,000 people in Leeds running 
store-card schemes not only for Burton’s 
own shops but also for other retailers, in- 
cluding London’s posh Harrods. Since 
then, the workforce has swelled to 1,600. 

The whole city’s economy has under- 
gone a similar transformation: financial 
services now employ 69,000 people, 15,000 
of them in call centres for banks and insur- 
ance firms. City-centre offices have spilled 
across the River Aire to make once derelict 
industrial land hum again. 

In fact, Leeds always had the basic in- 
gredients for a financial centre: the York- 
shire Bank, plus big building societies and 
an array of law and accountancy firms, all 
loyally patronised by local manufacturers. 
But in the 1990s, mergers, acquisitions and 
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deregulation have enabled 
Leeds to surpass Manchester as 
northern England's top finan- 
cial centre. 

David Ansboro, a former 
chief executive of Leeds City 
Council and now managing partner of 
Eversheds, one of the "big five" Leeds law 
firms that operate nationally, says that the 
city's lawyers had to become more aggres- 
sive to win back northern business which 
was going to London. Then the recession's 
cull of northern clients compelled them to 
fight harder still to win national business. 
As the city's law firms have grown, so have 
its accountancy, merchant-banking and 
venture-capital businesses. 

Part of the growth of Leeds's financial 
industry, however, has come at the expense 
of other Yorkshire towns and cities. In July 
KPMG, an accountancy firm, said it was 
shutting its Bradford and Huddersfield of- 
fices and moving 120 jobs to Leeds. City 
planners admit that while Leeds has gained 
around 20,000 jobs in the past 15 years, it 
has also got 18,000 extra commuters. 

They are aware that, unchecked, traffic 
congestion might eventually strangle 
Leeds's expansion. The city has a guided 
busway which enables buses to speed past 
traffic jams; three more are planned. The 
city council is also the first in Britain to ex- 
periment with a lane—on the dual carriage- 
way between Leeds and Bradford—re- 
served for buses, and cars with two or more 
occupants. More suburban rail stations are 





Leeds leads the way 
Dd eria: in employment in British cities 
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being built and the council is praying thé 
the government will bless (and subsidise) 
£180m tram system. 

Yet Leeds has worse problems than th 
side-effects of success. Yes, the centre reek 
of money. But around it is a ring of inne 
suburbs stinking of poverty. The counc 
says that 30% of Leeds’s 730,000 people liv 
in districts which are among the poore: 
10% in Britain. Brian Walker, leader of th 
Labour-run council, admits the city's ecc 
nomic rebirth has passed by too many pe 
ple whose jobs vanished as manufacturin 
shrank. Now a lot of imagination is neede 
to bring them into the new prosperity. 

It is a tall order. A recent Employmer 
Service survey estimated that, in th 
bleakest areas, half of the unemployed ha 
no formal qualifications, 27% had been ot 
of work for more than six years and 30 
had criminal records. The most hopefi 
sign is that some of the new financial con 
panies seem willing to pitch in. 

GE Capital, for example, set up a fre 
debt-counselling service which is reckone 
to have saved about 18,000 families fror 
financial disaster since it was set up i 
1992. It also makes employees do an hot 
of voluntary work a week, helping childre 
and adults with basic reading and aritl 
metic, running anti-drugs programm 
and training people for call-centre work. 

This kind of civic spirit seems to t 
spreading, fostered by the council's effor 
to involve firms in planning the city's fi 
ture. Moreover, Mr Walker, à no-nonsen: 
Yorkshireman, has streamlined the coui 
cil's bureaucracy, using his own experienc 
as a former British Telecom manager. "Si 
ting in committee rooms with a lot í 
bloody rubbish doesn't deliver any ai 
swers," he barks. The council has a corp 
rate plan, drawn up after consulting bus 
nesses and the public, with clear soci 
economic and educational priorities. "It 
holistic government," he says, in a surpri 
ingly un-Yorkshirely phrase. 

It may be working. Much has been dor 
in Chapeltown and Harehills, scenes of m 
nor riots in the past three years; in the pa 
yearunemployment has dropped from 16 
to 14%. Yet there is far to go, and a shift i 
attitude is needed to match the city's tran 
formation into a service-based economy, 
realisation that serving in pubs and hote 
is just as fulfilling as turning a lathe. 

Ifthat change can be made, Leeds mig 
achieve the aim of its civic leaders. Tor 
Grant, president of the local chamber 
commerce, says that Leeds might just k 
come a regional European capital, spoke 
of in the same breath as Barcelona or M 
nich. It seems unlikely—but the re-inve 
tion of Leeds, largely unaided by gover 
ment, was just as unlikely a decade ago. 


| Bagehot is on holiday 
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Corporate Japan goes 
to waste 


TOKYO 


Japan is mired in its worst recession since the war. And yet its firms have been 
slow to set about much-needed restructuring 


EMEMBER the recessions in Britain in 

the early 1980s or America in the early 
1990s? The headlines were full of jobs be- 
ng cut left and right as companies strug- 
sled to reduce costs. But even as Japan's re- 
:ession worsens—the normally optimistic 
‘MF now reckons that its economy will 
ihrink by 1.7% this year—there are few signs 
of restructuring in the country. 

Yet far-reaching and painful change is 
1eeded. The net return on equity of compa- 
ries listed on the Tokyo Stock Exchange has 
allen to a paltry 3.5% (see chart). That com- 
dares with 27% for firms in America's sap 
ndustrials index, according to Goldman 
achs. Even in continental Europe, firms 
lave been earning a respectable 14.5% re- 
urn. Japan's performance cannot be 
'lamed merely on the country's present re- 
ession, because returns have been falling 
or years. Japanese firms, quite simply, 
quander their shareholders’ money. 

Labour costs have been rising, even as 
ne economy has struggled. Since the start 
f the decade they have climbed by more 
1an 40%—though they have fallen slightly 
rom their peak. For the economy as a 
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whole, there has been a big transfer of in- 
come from capital to labour. In Japan pay 
as a share of GDP is now some four percent- 
age points higher than it was in 1991. In 
America and Europe it has fallen by three 
percentage points over the same period. 

True, unemployment has risen sharply, 
but this is due mainly to a surge of bank- 
ruptcies among smaller firms, rather than 
the start ofa general restructuring. Onerous 
labour laws are partly to blame, because 
they make it hard for a firm to sack workers 
unless it is about to go under. But there is a 
cultural reason too: in Japan sacking peo- 
ple is just not done. 

Another problem is over-investment. 
Although business investment has fallen 
from its peak in 1990, it still amounts to 
some 16.5% of GDP compared with about 
10% of GDP in America. Japanese firms 
flock to any promising new market. Since 
electronics firms have piled into digital 
video discs, camcorders and car-navigation 
systems, margins have been crushed by 
overcapacity. Yet once in a business, Japa- 
nese firms tend to stay put. Alex Kinmont, 
an investment analyst for Morgan Stanley, 
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points out that the domestic overcapacity 
in Japan’s car market is equivalent to Brit- 
ain’s total car production. 

Paying for this investment has led to too 
much borrowing. Japanese firms are 
deeply indebted by the standards of other 
countries, with an average debt-equity ratio 
of 4:1. Naturally, there are big differences 
between firms. But it is revealing that two of 
those with the most cash, Toyota and 
Honda, have their North American arms 
(and thus the buoyant North American 
economy) to thank, rather than the parent 
companies in Japan. Smaller manufactur- 
ers and service companies, such as Daiei, 
Japan's biggest supermarket chain, took on 
debt to expand and are now in trouble. 

Yet amid the gloom, there are some first 
glimmers of optimism. The Japanese press 
is full of articles about firms' restructuring 
plans. Indeed some foreign and Japanese 
commentators think they have detected the 
beginnings of a fundamental change. 

In May Nissan, Japan's second-biggest 
car maker, was rumoured to be selling 
Nissan Diesel, its lorry-making subsidiary, 
to Germany's Daimler-Benz, though noth- 
ing has yet been settled. The company has 
announced firmer plans to sell some of its 
other assets, including its headquarters in 
Tokyo. Similarly, All Nippon Airways, the 
country's biggest domestic airline, has said 
that it wants to reduce investment and get 
rid of 1,000 workers. Daiei intends to cut its 
Y2.6 trillion ($18 billion) of debts by selling 
assets, including a shopping centre in Ha- 
waii, and floating Lawson, its convenience- 
store chain, on the stockmarket. 

There have also been changes in Japa- 
nese pay and corporate finance. The num- 
ber of firms that have announced share-op- 
tion schemes has soared, after a recent 
change in the way in which they are taxed. 
By August, as many as 168 Japanese compa- 
nies had announced share-option schemes 
in one form or another. If their rewards are 
more closely tied to a company's share 
price, top managers should have a stronger 
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incentive to maximise profits. In addition, 
just over 1,000 companies have said that 
they intend to buy back shares or, at least, 
that they have changed their company 
rules to allow them to do so. This would in- 
crease shareholders’ returns by reducing 
the supply of equity. 

Lastly, a market for mergers and acqui- 
sitions is developing. If managers were 
willing to sell or merge their companies, 
they could be run by people able to extract 
better returns. In the first six months of this 
year there were 383 deals, worth a total of 
V1.3 trillion, a big increase on last year. 
Nearly two-thirds of these, by value, in- 
volved foreign firms, such as Britain's Bass, 
which bought a hotel chain from the trou- 
bled Saison group. 

This is all welcome, but radical surgery 
is hardly the norm in corporate Japan. 
Mitsubishi Motors, along with most other 
big firms that have recently announced a 
restructuring, did so only because bank- 
ruptcy was threatening. Nobody wants to 
follow the four big listed companies that 
went into receivership this year. 

The rest prefer to avoid any pain. One 
attraction of buying back shares is that it in- 
creases returns by reducing equity rather 
than by improving profits. For some com- 
panies, such as cash-rich Toyota, this is cer- 
tainly a good idea. But for many struggling 
indebted companies, to buy back shares 
would be unwise. And overall, few shares 
are in fact being bought back. Goldman 
Sachs calculates that even if all this year's 
buyback pledges are honoured, the returns 
of firms listed on the Tokyo stockmarket 
would increase by little more than half a 
percentage point. 

There is also less to share-option 
schemes than meets the eye. They are popu- 
lar mostly with small firms, and even then 
they tend to contribute only a small part of 
a workers earnings. Most firms are still 
wedded to the idea that merit should not 
determine pay. 

And there are still huge obstacles to 
mergers. Nearly half of Japanese shares are 
held by friendly investors through cross- 
shareholdings with other companies— 
though these have been slowly unwinding. 
Most big mergers in America involve swap- 
ping shares, but this attracts punitive tax 
treatment in Japan. Disclosure of financial 
information is awful, putting off potential 
buyers. In any case, because you cannot eas- 
ily lay off workers in Japan, it is unclear 
how far a merger between, say, any of Ja- 
pan's many troubled steel companies 
would succeed in reducing costs. 


Whatis wrong? 

The biggest single reason for lack of change, 
argues Kathy Matsui, of Goldman Sachs, is 
that neither the tax system nor the financial 
and social environment create any incen- 
tive for Japanese managers to maximise 
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Flush with failure 


TOKYO 


AY what you like about the dismal 

profitability of Japanese firms, their 
huge investment in research and devel- 
opment produces some wonderful prod- 
ucts. There are few better examples than 
Toto, the company that, with 6096 of the 
domestic market, has something near à 
monopoly on lavatories in Japan. 

This market is a big one, as is only to 
be expected in a country obsessed with 
cleanliness. Some 3.3m toilets are sold in 
Japan every year. And few are of the bog- 
standard sort. Toto produces some of the 
pleasantest and, for foreigners, most per- 
plexing toilets in the world. 

Who could resist the firm's 
"Washlet", with inbuilt bidets (for both 
men and women), dryers and heated 





Downmarket 


profits. As long as they do not look like go- 
ing bust, managers whose firms fail to pro- 
duce decent profits risk neither losing their 
jobs nor being taken over. 

The Keidanren, the bosses' organisa- 
tion, is lobbying to accelerate the unwind- 
ing of cross-shareholdings. If it succeeds, 
pressure for change will increase from out- 
siders, including assertive investors and ac- 
quisitive competitors. It will also help now 
that dud Japanese managers are increas- 
ingly being charged a realistic cost of capi- 
tal.In time, those that squander capital will 
be penalised for doing so. But only when 
managers are rewarded for taking difficult 
decisions will the economy be put squarely 
back on its feet. 





seats? The most sophisticated model— 
and at Y 437,000 ($3,020) the most expen- 
sive—has a remote control that opens the 
lid before you get to the toilet, massages 
your bottom, kills the nasty smells and 
germs, and heats the smallest room. Toto 
even makes a small, portable bidet. But 
fewer houses are being built in the reces- 
sion and a third of Japanese households 
already own such conveniences. With 
only 1% of its sales abroad, Toto is desper- 
ate for the next killer product. 

It thinks it has found one. How about 
a lavatory that does all of these things 
and gives you a medical check-up at the 
same time? Early next year Toto will 
launch a toilet, targeted at Japan's 6m di- 
abetics, that analyses a person's urine 
and displays on a screen the amount of 
sugar in the blood. The trick for the com- 
pany's 800-odd engineers and sprin- 
kling of bio-technicians has been to de- 
velop new sensors that are sufficiently 
sensitive and long-lasting to pick these 
things up. Next on the agenda, says 
Seiichi Yoshikubo, a senior managing di- 
rector at Toto, are toilets that can analyse 
the amount of protein and blood in the 
urine and even check the condition of 
the liver. The ultimate dream is the toilet 
that checks for cancer. 

Yet like many Japanese companies 
that have put gadgetry before profits, 
Toto has fallen on hard times. Its operat- 
ing profits have declined in recent years. 
This year, they are expected to fall more 
sharply. The company has announced 
that 1,000 jobs will be cut over the next 
two years and that six factories will sus- 
pend production. Toto's president has 
been replaced. Sadly, shareholder value 
may yet spell an end to the quest for the 
ultimate lavatorial experience. 


Consumer labelling 


Barring confusion 


NEW YORK 


ASH registers used to make a noise tha 
said “money”—levers crunching, bell: 
ringing, drawers springing open. Nc 
longer. Bar codes, the alternating black 
and-white stripes on shop goods, ever 
newspapers, and the lasers that read then 
have silenced the old-fashioned sound o 
selling. Yet quiet contentment is not alway 
the response of shopkeepers. 
Although bar codes have revolution 
ised the way retail chains manage their sur 
pliers, allowing them to reap the profits c 
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Get me some data, fast 


just-in-time delivery and smaller inven- 
tories, they have also caused confusion. 
This is because the information associated 
with bar codes that retailers and suppliers 
rely upon to identify the goods they want to 
rder and invoice has developed haphaz- 
urdly. Now software companies are trying 
o deal with this bar-code babble, and in- 
roduce industry-wide standards. 

Although all bar codes contain some 
'ommon information, such as a general de- 
cription ofthe product, they have space for 
»nly so much detail. To supplement these 
messages, manufacturers, distributors and 
etailers add their own descriptions (in- 
luding prices), stored in computer systems 
long with the associated bar codes. 

The problem is that there are no com- 
non rules about what to include in these 
fescriptions or how it is presented. 
.CNielsen, a market-data group, found that 
4 different retailers in Britain alone each 
save their own description of the same 
iqueezy bottle of Heinz salad cream. The re- 
wilting confusion costs shops tens of mil- 
bons of pounds a year. Up to a fifth of a 
“pical consignment to a supermarket is re- 
mrned, because shopkeepers and suppliers 
save misunderstood each other. 

Until recently, this was costly, but not 
aatastrophic. Most retailers had enough 
sock even if suppliers delivered the wrong 
moduct. But as supermarkets continue to 
it their inventories, misplaced orders can 
save gaping holes on their shelves. Three 
ars ago, Tesco, Britain's biggest supermar- 
iet chain, held around 11 weeks’ worth of 
w oducts in its shops and warehouses. Now 

has only two weeks’ reserves. Moreover, 
*owth in home-shopping and ordering on 
lac Internet is putting pressure on distribu- 
ers to get orders right the first time, since 
onsumers are less forgiving than retailers. 

A solution may now be in sight. Next 
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week UDEX, a British software company 
backed by 3i, a venture-capital firm, is 
launching a centralised library that puts 
product descriptions into a standard for- 
mat. John English, ubEx's managing direc- 
tor, compares the new classifications to a 
common currency that all parts of the sup- 
ply chain can deal in. 

The system, which will be available on a 
secure website, will include details such as 
ingredients and calorie content. That is 
more than is needed to fill a simple order, 
but could help track consumer trends. Easy 
access to common classifications will also 
speed the flow of data along the supply 
chain, which is increasingly important to 
manufacturers and retailers. At one time 
both would hold information about sales 
and market shares close to their chests. But 
pooling information gives manufacturers a 
clearer view of the market, at a time when 
they are marketing whole categories of 
products, rather than just individual 
brands. It also helps retailers compete for 
customers by responding minute by 
minute to what is flying off their shelves. 
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Whether upEx's classification will be 
useful for all goods remains to be seen. 
Well-defined categories with powerful 
brands, such as soft drinks and detergents, 
fit easily in the UDEX taxonomy. But inter- 
changeable local foods, such as dairy prod- 
ucts or meats, are more difficult to describe 
accurately. To begin with, UDEx will proba- 
bly cover only 50-60% of a supermarket's se- 
lection, according to Floris Van Dam, an 
analyst at ACNielsen. 

The key to success is attracting enough 
users, since there is no point in creating 
your own language if no one else wants to 
speak it. The company is off to a decent 
start, with the system being tested by 
Procter & Gamble, Asda (a British super- 
market chain), ACNielsen and Taylor Nel- 
son Sofres (another market-research firm). 

UDEX plans to charge its clients a 
$2,000 annual licence fee and a further $1 
for each bar code downloaded from the sys- 
tem. The company hopes that as the euro is 
adopted and retailers become more inter- 
national, its system will leap across borders 
to become the single European standard. 





Russian energy 


A dangerous bear-dance 


Russia is keen to attract western firms to its energy industries. Western oil com- 
panies might once have leapt at the chance, but now they know better 


OR Russia's big oil and gas firms the tur- 

bulence of the past few weeks has 
brought one consolation. The rouble's fall 
has slashed their costs (measured in dol- 
lars) making their dollar-denominated ex- 
ports far more profitable. Almost half of 
Russia's hard-currency export earnings last 
year were of oil and gas. The announce- 
ment of a merger between three Russian 
banks (see page 71) also has oily implica- 
tions, because two of the banks control big 
oil companies that may eventually merge 
as well. And Russia's newly reappointed 
prime minister, Viktor Chernomyrdin, was 
once the boss of Gazprom, the country's gas 
monopoly. The industry hopes a former en- 
ergy man will cool the government's zeal to 
tax it more heavily—which may explain 
why, the day after Mr Chernomyrdin's re- 
turn to power was announced, Gazprom's 
shares leapt by 27%. 

The implication of recent events for 
western energy firms and their myriad Rus- 
sian ventures, however, is murkier. The best 
way to understand the complex pattern of 
foreign investment in Russian energy is to 
picture a dance between the Russian en- 
ergy firms, their western counterparts and 
the government in Moscow—a dance in 
which the partners are usually out of step. 

In the first years after the collapse of 
communism, western firms rushed in. Rus- 


sia sits on some 50 billion barrels of proven 
reserves of oil, 5% of the world's total, and 
50 trillion cubic metres of gas, a third of 
proven global reserves. Many Russian en- 
ergy firms, which were hopelessly inef- 
ficient and short of capital, seemed in des- 
perate need of foreign help. Russian oil 
production has fallen steeply since 1990 
(see chart on next page). Yet western firms 
found that neither Russia's government 
nor its firms were willing partners. 

The government failed to pass laws to 
protect foreign investment in oil and gas 
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production; together with Russia’s regional 
governments, it imposed high and seem- 
ingly arbitrary taxes. Russia’s oil and gas 
bosses, almost all of them educated in So- 
viet engineering and oil-drilling schools, 
resented foreigners. The more gung-ho 
even talked of taking over foreign oil firms, 
such as Exxon, themselves. The euphoria of 
the western oilmen quickly turned to frus- 
tration, and few risked big investments in 
the country. 

Recently, however, the attitude of the 
partners has been changing. For a start, the 
Russian government needs foreigners’ cash 
more than ever before. It tried to sell 
Rosneft, an oil firm, for $2.1 billion in May, 
and for $1.6 billion in July—and failed both 
times. Before Mr Chernomyrdin's reap- 
pointment, the government said it would 
try to sell the firm again; as bait, it an- 
nounced that Rosneft would get a stake in a 
big oil development on Sakhalin island, in 
the country's far east. The government also 
said it would soon sell 5% of Gazprom, pos- 
sibly to a foreign-backed consortium, re- 
ducing its stake in the gas monopoly to 35%. 

The Russian energy industry is more 
open to foreign investment than it was. In 
part, observes Thane Gustafson, of Cam- 
bridge Energy Research Associates, a con- 
sultancy, this is because many of the firms 
are now controlled by financiers rather 
than Soviet-style oil bosses. In recent years a 
series of power struggles in the industry has 
resulted in gains by financial groups—in- 
cluding two of the banks involved in this 
week's merger. Yukos became part of the 
Menatep group, run by a young banker 
called Mikhail Khodorkovsky; and a con- 
trolling stake in Sidanco was won by 
Uneximbank, a firm run by Vladimir 
Potanin, another young banker. 

As the Russians have been growing 
keener, however, western firms have be- 
come cooler. The oil price is now at miser- 
ably low levels (this week Brent crude was 
trading at $12-13 a barrel, compared with 
last year’s average of around $19) This 
makes some Russian oil-fields barely prof- 
itable even after the rouble devaluation, 
and is encouraging western firms to redi- 
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rect investment to the Middle East, where 
oil is cheaper to extract. 

Russia’s financial crisis has not helped. 
Elf Aquitaine, a French energy company, 
last week pulled out of a planned alliance 
with Sibneft, a Russian oil firm. Even firms 
that have struck large deals in Russia in the 
past are thinking twice about further in- 
vestment. Last year BP (which has just an- 
nounced a merger with America’s Amoco) 
spent $500m buying 10% of Sidanco; Royal 
Dutch/Shell and Gazprom formed a part- 
nership that may lead to a $1 billion invest- 
ment by the Anglo-Dutch firm. Yet the same 
two western firms pulled out of rival con- 
sortiums bidding for Rosneft. 

Western firms would prefer to spend 
their money on “production-sharing agree- 
ments”, a type of contract for exploiting oil 
and gas fields that insulates companies 
against changes in a country’s tax regime. 
Yet, despite its desire for foreign invest- 
ment, Russia’s government has yet to push 
through the Duma sufficient legal protec- 
tion for these contracts. 


When oil meets politics 


To add to their difficulties, western firms 
have found themselves increasingly entan- 
gled in arguments between the govern- 
ment and the Russian industry. Russian 
commentators speculated that Shell had 
withdrawn from the Rosneft sale in order 
to punish the government for an attempt to 
raise taxes on its ally,Gazprom—a claim de- 
nied by Shell. Many Russian politicians 
dislike the national oil bosses, some of 
whom are fabulously wealthy. They argue 
that the country’s past energy privatisa- 
tions were unfair, geared to enriching in- 
dustry insiders. The energy firms, in turn, 
complain that the government is taxing 
them too heavily, and that it is expecting 
them to pay too much in new asset sales. 
The controversy surrounding Gazprom 
is politically tortuous in its own right. In 
the past, says Mr Gustafson, the Russian 
government and Gazprom had an implicit 
understanding: Gazprom benefited from a 
generous assessment of its tax bill and 
could profit from its foreign ventures; in re- 
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turn it was expected to provide subsidise: 
gas to consumers in the domestic market. 

Recently, however, this understandin 
has begun to unravel. The government ha 
insisted that Gazprom pay more taxes. I 
return, Gazprom says it wants more mone 
from domestic consumers: currently, say 
Jonathan Stern of Gas Strategies, a consul 
ing firm, only 15% of the gas it delivers i) 
Russia is paid for promptly and in cast 
and 30% is not paid for at all. 

Getting consumers to pay their bill 
would lead to a fall in domestic consum 
tion. Paradoxically, this would further ber 
efit Gazprom, because the firm could divei 
gas to more lucrative export markets in Et 
rope (in theory, Gazprom has more tha: 
enough gas for both home and abroad; bt 
90% of its production comes from thre 
ageing fields, and developing new capacit 
would require lots of investment). 

The row between Gazprom and th 
Russian government has put western firir 
in a quandary. Those such as Shell that ai 
allied with Gazprom clearly have at lea: 
some incentive to see it prosper. Yet man 
western energy firms (including BP, Exxot 
and indeed Shell) also make a lot of mone 
selling gas in Europe. Gazprom is keen t 
expand there, and is now building expo 
pipelines both to Germany (via Belarus an 
Poland) and to Turkey (under the Blac 
Sea). Many western firms fear this expai 
sion will cut into their profits. 

Perhaps with Mr Chernomyrdin's r 
turn to power, the row between the gover 
ment and the energy bosses will quiete 
down. But that will not resolve the confi 
sion for western companies. Whatever h 
attitude to Gazprom's taxes, for exampl 
Mr Chernomyrdin is likely to throw h 
weight behind the firm's expansion plan 
The dance will just be taking another turr 


Professional services 


Stretching the law 


FRANKFURT AND PARIS 


ROFESSIONAL-SERVICE firms exist | 

help other firms go about their bus 
ness. Yet as businesses themselves, they fa: 
similar challenges to their clients. The bi 
gest for firms in Europe today is the swee} 
ing away of borders and the onrush of i: 
ternational capital. It is driving firms | 
merge, the better to operate across wh. 
were once separate markets. European lay 
yers, who advise firms how to put suc 
deals together, are duly scrambling to cro 
borders themselves. 

International legal business has tw 
main components. The first is cross-bord: 
activity. For this, lawyers are needed : 
tether the deal at both ends, stitching it in: 
the local legal fabric with small print th 
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may be written in more than one language 
and for different legal systems. The second, 
and more important, is that companies 
around the world are increasingly raising 
cash in the international capital markets. 
For this, they usually want the experience of 
firms from America and Britain, where 
these markets are most developed. 

Acknowledging that their clients want 
international expertise does not mean, 
however, that law firms agree on how to 
provide it. So far, four strategies have 
evolved to meet the demand. The first is to 
grow steadily by hiring lawyers to form 
practices in each country. This “grow-your- 
own” strategy is favoured by Clifford 
Chance, which has 1,000 lawyers in Lon- 
don and 600 in other European cities—of 
whom about 85% were trained locally and 
the rest in other systems. Pünder, Volhard, 
Weber & Axster, Germany's second-largest 
law firm, is doing the same thing. It was the 
first German firm to hire English lawyers 
and to open offices in New York and 
Beijing, and has so far brushed off ap- 
proaches from British rivals. 

The drawback of organic growth is that 
it is slow. One way to speed things up is to 
poach teams of lawyers from firms in other 
countries. This can backfire, as it upsets not 
just the poacher's target, but also potential 
clients. Britain's Allen & Overy recently 
hired Peter Hein and Johannes Bruski, part- 
ners at Bruckhaus, a German firm, but has 
been roundly tut-tutted in Germany for its 
brazen behaviour. 

A third strategy is to stay at home, but to 
forge links with foreign firms, referring cli- 
ents and co-operating on cross-border 
work. This can be a casual matter; or it can 
go as far as a formal declaration. Inspired 
by Europe's 1992 project, six firms— 
Oppenhoff& Radler in Germany, De Bandt 
Van Hecke & Lagae in Belgium, Jeantet & 
Associés in France, De Brauw Blackstone 
Westbroek in the Netherlands, Uria & Me- 
nendez in Spain, and Lagerlof & Leman in 
Sweden—banded together to form the Alli- 
ance of European Lawyers. 

The alliance as it stood, however, was 
not equipped to help clients tap world fi- 
nancial markets. It therefore announced 
earlier this summer that a British law firm, 
Linklaters, would join the party in Novem- 
ber. The new entity, to be known as Linkla- 
ters & Alliance, intends to mutate into a 
single fully merged firm. Such mergers are 
the fourth and most recent strategic re- 
sponse to the pressure to become pan-Euro- 
pean. Another alliance, between Fresh- 
fields of Britain and Deringer Tessin 
Herrmann & Sedemund of Germany, an- 
nounced in January, similarly promises 
eventually to achieve a full merger. 

The process of integrating two or more 
firms—smoothing out the wrinkles in ev- 
erything from e-mail systems between of- 
fices to the bristling egos of partners at- 
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A single woman 


tuned to different cultures—can be fraught. 
Uria and Jeantet, the Spanish and French 
members of the original alliance, have left 
rather than see their cultures submerged. 
Which approach is best? Aled Griffiths, 
who edits JuVe Rechtsmarkt, a law journal 
in Cologne, thinks that British firms enter- 
ing Europe will struggle to meld different 
legal cultures. German lawyers take longer 
to qualify and tend to be older and more 
professorial than their British counterparts. 
Pay can also be a sticking point: German 
firms employ a smaller proportion of law- 
yers who are not partners than British 
firms. Consequently, senior British lawyers 
tend to make more money than their Ger- 
man peers. Casper Lawson of Linklaters, 
who has been based in Frankfurt for several 
years and is working on the tie-up with 
Oppenhoff & Radler, acknowledges the im- 
portance of culture, but thinks that over 
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time the commercial logic of integra- 
tion will carry the project forward. 
Time, however, is short. 

While lawyers fight their turf 
wars, another set of service firms has 
taken consolidation much further. 
Today five firms divide the world ac- 
counting market between them. 
They offer a model for the future of 
the legal industry, in which the big- 
gest American and British firms pair 
off and suck other top European 
firms into a few global giants. 

Accountants may, however, have 
more significance for lawyers as 
competition than as a business 
model. Accounting firms have them- 
selves been buying law firms—Ar- 
thur Andersen, an accountancy, is 
Britain's fastest-growing law firm by 
dint of its acquisition of small re- 
gional solicitors, and a couple of 
years ago it bought J&A Garrigues, 
Spain's top law firm. Admittedly, the 
accountancies are still doing lower- 
level transactions than the top law 
firms, but their ambitions are great. 
Why stop at five accountancies and five law 
firms worldwide, they ask? Why not roll 
them together into five multi-disciplinary 
professional-service firms? 

Senior lawyers tend to dismiss such 
ideas: law is a creative business, they say, 
whereas creative accounting puts you in 
jail. Although such a firm would face con- 
flicts of interest, they would be no more se- 
rious than those that already exist between 
accounting and management consulting. 
Junior lawyers, who sweat over contracts 
that seem far from creative, are not con- 
vinced that lawyering is so very special. To 
them, the prospect of a more business-like 
management and economies of scale 
seems alluring—and some are already de- 
fecting. Europe's lawyers are right to be 
joining forces. But they will have to watch 
out that they are not just fattening them- 
selves up to become prey to still bigger fish. 





Incentives 


Pay purview 


How one knowledge-intensive company has overhauled its incentives 


GC TF A person starts behaving oddly, 

saying things that don't make sense, 
or putting forth weird arguments, you can 
always trace it back to the compensation 
system, and a perverse incentive." That, in a 
nutshell, is how Jon Moynihan describes 
the approach of his firm, PA Consulting, to 
paying its employees. It is an approach that 
others might consider copying. For despite 
the spread of performance bonuses and 
share options during the past decade, 


many firms still fail to think carefully 
enough about how they reward their staff. 
An assembly worker, salesman or chief 
executive can be motivated by a simple 
piece rate, sales commission or share-op- 
tion scheme. But for the growing cadre of 
workers, call them *knowledge workers" if 
you must, whose basic task is to share ideas 
and to meet customers’ needs, the gulf be- 
tween their company's best interests and 
their own can be vast. As the executive 
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chairman (and, until this year, chief execu- 
tive) of PA Consulting, a management and 
technology consultancy based in Britain, 
Mr Moynihan has spent the past five years 
tackling this problem. The result has been 
not only a change in the behaviour of PA's 
consultants, but also in the type of person 
who wants to work there. 

For years PA's consultants were paid 
through a traditional partnership arrange- 
ment: every year the profits were carved up 
among the senior consultants in propor- 
tion to their salaries. This created three 
problems. It rewarded veterans for hanging 
on, even if they were no longer productive; 
it discouraged the best consultants from 
joining, since they could not immediately 
geta big share ofthe rewards; and it encour- 
aged talented consultants to leave. During 
the 1980s, as other opportunities appeared, 
PA bled talent, and at one point in the early 
1990s almost went bankrupt. 

Mr Moynihan goes out of his way to say 
that those who left were not money-grub- 
bers. "But these people felt compelled to 
leave because the system was so bad." PA is 
not the only firm to find it difficult to at- 
tract and keep the best talent. But what 
managers miss, argues Mr Moynihan, is 
that buying talent is a lot harder than sim- 
ply writing bigger cheques. 

As evidence, he cites ] 
the results of a survey that 
PA conducted of 400 big 
British firms (see chart). 
The firms that did worst 
were those that relied less | 
on variable pay—that is, | 
pay related to  perfor- 
mance—and more on high 
fixed salaries. The main 
reason, argues Mr Moyni- 
han, is that high fixed sala- 
ries attract “mediocrity 
disguised as talent". In | 
other words, more money 
attracts the best people only if it depends 
on performance. Another survey of 100 big 
American companies, completed earlier 
this month, showed the same thing. 

PA began to overhaul its system in 1993. 
Like a legal partnership, the firm is entirely 
owned by its employees, and the most se- 
nior consultants, known as “partners”, 
own most of the shares. As with many part- 
nerships, the most awkward question PA 
faced was how to divide each year’s profits 
between bonuses (which reward people for 
their contribution to that years perfor- 
mance) and payments to owners (who have 
accumulated stakes based on longevity and 
past performance). 

Selling shares to the public, Mr Moyni- 
han argues, is the worst solution to this di- 
lemma, since fresh profits no longer go to 
either present or past performers, but to 
outsiders. So he condemns the decision of 
Goldman Sachs's partners to list the invest- 
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When incentives were simple 


ment bank as “the worst, in business terms, 
of the 1990s”. Yet partnerships still face the 
awkward balance between bonuses and 
payments to owners. Mr Moynihan’s first 
response has been to make the trade-off ex- 
plicit: 58% of each year’s profits are now 
paid to employees as performance-related 
bonuses; the rest, after taxes, is doled out ac- 
cording to ownership. Comparable figures 
are hard to come by, but Mr Moynihan 
claims that the bonus share is higher than 
at any of PA's competitors. 

Moreover, nearly half 
of that bonus pool goes to 
junior employees. So am- 
bitious young consultants 
can expect to receive huge 
bonuses right away, rather 
than waiting for a decade. 
This has led to plaudits 
from newer recruits, as 
might be expected. One 
danger, however, was that 
valuable older partners 
would jump ship. 
| To prevent this, PA 

gives out some of its bo- 
nuses as options, rather than cash. This still 
allows consultants to accumulate large 
shareholdings over time. But the best per- 
formers acquire shares more rapidly than 
their peers. The idea is to give senior consul- 
tants an incentive to stay, but to target that 
incentive to those who are most profitable, 
rather than simply to those who are most 
senior. “If you are any good,” says Mr Moy- 
nihan, "those things are worth a small for- 
tune. And if you leave, they go ‘poof’ right in 
front of your eyes.” As a result, he says, PA 
consultants now feel little animosity to- 
wards colleagues who think they can do 
better with a competitor. 

Besides solving the problem of mixing 
old and new, PA has also tried to promote 
co-operation. By allowing consultants to 
keep a bigger share of the profits from their 
own business units, it risked creating a less 
co-operative environment. To avoid this, it 
bases employees’ bonuses on the clients 
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they bring in, those they serve, and on sub- 
jective reviews by peers, subordinates, su- 
periors and clients. If a consultant drums 
up business for another unit, it has as big 
an effect on his own bonus as on the con- 
sultant doing the work. Similarly, if a con- 
sultant thinks he can better serve a client by 
asking for help, he has strong incentives to 
do so: if it leads to better reviews by clients 
and colleagues it will increase his bonus. 


All together now 


There are signs that PA's scheme is working. 
Its consultants point to many examples of 
co-operation across business units. More- 
over, now that business units can keep a 
share of the profits they contribute, they no 
longer spend so heavily on perquisites. De- 
spite its obvious attractions for young con- 
sultants, the firm is drawing senior ones as 
well: it hired 84 top-level consultants in 
1996 and 1997, compared with only 29 in 
the two previous years. And although it has 
stepped up its recruitment, the firm's attri- 
tion rate has fallen by half, to 15%, roughly 
the industry average. Finally, the people PA 
has found and retained appear to be good 
ones: over the past five years its "share 
price"—calculated by independent audi- 
tors—has increased 16-fold. 

The system is working even by Mr Moy- 
nihan's subjective test: when pressed about 
their motives and their performance, PA's 
consultants rarely behave oddly or put 
forth weird arguments. If even a consultant 
can undergo such a transformation, imag- 
ine what could happen at other companies. 








Journalist required 

The Economist is looking for a new correspondent to 
write about management. This is a demanding, full- 
time job, based in London, for somebody who is fasci- 
nated by the problems of managing companies all 
round the world. Journalistic experience would be a 
plus, but is not essential. The main requirements are 
strong analytic skills, plenty of ideas and an abilityto | 
write clearly and concisely. Apply by September 11th, 
in writing, to the Business Affairs Editor, 25 St James's 
Street, London SW1A 1HG. 
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Commerzbank's focus on German 


and European economic issues 
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More jobs in 


Europe - structural 
problems remain 





A few months before the launch of monetary union, 
Euroland has virtually achieved price stability. The focus 
of economic interest has shifted therefore to its very 
high level of unemployment. As the upswing gradually 
gathers strength, the number of jobless is falling and 
companies are hiring staff again. However, more than 
a cyclical increase in economic activity will be needed 
to bring supply and demand in the job market back 
into balance. Core unemployment remains high in Con- 
tinental Europe, where governments now have to set 
about tackling its structural causes - by cutting taxes, 
by reforming the social-security systems, and above 
all by labour-market deregulation. Regardless of who 
forms Germany's government after next month's 
general election, this will be one of its top priorities. 


International presence: 
Almaty, Amsterdam, 
Antwerp, Atlanta, Bangkok, 
Barcelona, Beijing, Beirut, 


Bratislava, Brussels, Bucharest, 


Budapest, Buenos Aires, Cairo, 
Caracas, Casablanca, Chicago, 
Copenhagen, Dublin, Geneva, 
Gibraltar, Grand Cayman, 
Hong Kong, Istanbul, Jakarta, 
Johannesburg, Kiev, Labuan, 
London, Los Angeles, 
Luxembourg, Madrid, Manama, 
Mexico City, Mumbai, Milan, 
Minsk, Moscow, New York, 
Novosibirsk, Osaka, Paris, 
Prague, Rio de Janeiro, 

São Paulo, Seoul, Shanghai, 
Singapore, St. Petersburg. 
Sydney, Taipei, Tashkent, 
Tehran, Tokyo, Toronto, 


IN THE FIRST SIX MONTHS of the 
year, seasonally-adjusted un- 
employment in Germany was 
down by 160,000 and was 
147,000 less in June than in 
mid-1997, with signs of im- 
provement in both east and 
west. [In western Germany, the 
decline is clearly a cyclical phe- 
nomenon. Economic perform- 
ance is obviously improving 
and as capacity utilization 
rises, firms' manpower needs 
are on the increase as well. 
However, the decline in eastern 
Germanys figures is largely due 
to job-creation measures, with 
over 130,000 more people be- 


= ny 


coming involved either in such 
schemes or in further training 
compared with February. 


Bv sPRING, though, the number 
of gainfully employed had not 
yet increased in Germany as a 
whole. While a slight rise was 
registered in the western part 
of the country, it was offset by 
an equivalent decline in the 
total for eastern Germany. All 
the same, the overall picture 
should improve during the 
summer. 


A 
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IF THE ECONOMY MOVES upward 
and to the left on a given curve, 
i.e. if unemployment declines 
in conjunction with a rise in 
the number of vacancies, which 
is what is happening at the 
moment, then the drop in the 
jobless rate is a cyclical phe- 
nomenon. A rise in structural 
unemployment causes a corre- 
sponding shift on the curve to 
the right. This has occurred 
twice since the start of the 
decade. The German economy 
is currently moving on the 


Germany: structural unemployment still high 


in thousands 


situations vacant 


THANKS to the introduction of 
the euro and the need to ad- 
dress the year 2000 problem, 
many new jobs should be cre- 
ated in the IT sector. More- 
over, manufacturing firms will 
probably also be hiring on an 
increasing scale. Thus, by 
year-end, there are likely to 
be around 200,000 new jobs 
in Germany, with another 
400,000 being added by the 
end of 1999. 


Bur although cyclical unem- 
ployment is falling, there are 
still no signs of a decrease in 
structural unemployment. This 
conclusion is supported by the 
so-called Beveridge curve for 
Germany, which depicts the re- 
lationship between vacancies 
and the unemployed. The num- 
ber of vacancies is arrived at 
by taking the registered num- 
ber of vacancies and adding a 
certain number to reflect 
vacancies not reported. 
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curve. However, a fall in struc- 
tural unemployment would be 
indicated by a shift of the curve 
to the left, which is not the case 
at the moment. 


STUBBORN STRUCTURAL unem- 
ployment is not only Euro- 
land's most serious economic 
problem; it also poses a threat 
to the stability of the single 
currency. When Germany's 
next government takes office, 
therefore, it should move 
quickly to address the problem 
in concert with its EU partners 
s0 as to benefit from the im- 
proved economic environment 
which has now emerged. 


For more information about 
Commerzbank's broad scope of 
research capabilities and finan- 
cial services, just contact the 
bank's head office in Frankfurt. 
Fax «49 69 136-2 98 05 
http://www.commerzbank.com 
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The apologist 


The world blames South Korea's huge conglomerates for the country's economic 
meltdown. Bae le-Dong has the thankless task of defending them 


ETWEEN the office towers that rise in 

the shadow of South Korea's national 
assembly building, a riot is in progress. The 
chanting grows louder as police reinforce- 
ments with staves and body shields pile out 
of armoured buses. South Korea's economy 
is a shambles, thanks largely to the reckless 
expansion of its huge industrial conglomer- 
ates, the chaebol. The headband-wearing 
militants are screaming that they will not 
pay the price for their employers' excesses. 

Twenty-eight floors above, Bae Ie-Dong 
has to raise his voice to be heard over the tu- 
mult. “We strongly believe that the crisis 
came from a failure of the financial sector, 
not the manufacturing sector,” he says, 
chain-smoking furiously. The chaebol were 
right to expand into fashion, petrol stations 
and sports teams. "To enter new markets, 
companies need to leverage their brand im- 
age—they need economies of scale.” And the huge debts they 
took on to pay for it? Absolutely appropriate, he insists. 

Mr Bae has a difficult job, and the strain is showing. As execu- 
tive director of the Federation of Korean Industries, the 
chaebol’s lobbying association, he is charged with defending the 
methods of the firms that, for foreign investors, have come to 
symbolise all that went wrong in South Korea. There is no mea 
culpa from Samsung, the LG Group, Hyundai or Daewoo. In- 
stead, through Mr Bae, they are fighting back. 

Mr Bae, an economist who has worked his entire profes- 
sional life at the KFI, goes about his task with a certain verve. In 
newspaper and magazine articles he confronts criticism head 
on. Over the past 30 years, he says, the chaebol have dragged 
South Korea from abject poverty to prosperity, providing half 
the country's jobs and most of its exports. Just a year ago the 
chaebol's emphasis on market share rather than profits was ap- 


| plauded as a clever strategy—so dangerous that western firms 


complained about unfair competition. China even adopted the 
chaebol model for its own industrial reform. 

Suddenly every investment banker in the region is using the 
chaebol as Exhibit A in the case against the East Asian miracle. 
Doubtless Mr Bae feels aggrieved about the fickleness ofinterna- 
tional financiers, but is he right to argue that today's indictments 
are as over-simplified as yesterday's praise? 


Think differently 


Mr Bae argues that the chaebol did what 
made sense for them, even if it seems 
odd by international norms. Take those 
huge debts. In the early 1980s, when the 
chaebol were starting their foreign ex- 
pansion, South Korea's stockmarket was 
tiny, partly because it was closed to for- 
eigners. Even in 1996, Mr Bae calculates, 
the total value of the South Korean stock- 
market was only a small fraction of GDP, 
compared with more than 100% for 
America and Britain. The chaebol had 
instead turned to domestic banks, which 
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were encouraged by the government to lend 
generously and often. (Foreign banks were 
only slightly more discriminating.) 

Today the chaebol's excessive borrowing 
is the country's most glaring liability, but Mr 
Bae argues that it is not as egregious as it 
looks. For example, when South Korean GDP 
passed $10,000 a head in 1995, the average 
ratio of corporate debt to equity was 287%. 
When Japan crossed the same threshold, in 
1970, its debt-equity ratio was 48895; Germa- 
ny's, in 1973, was 275%. And South Korean 
accounting rules can make the picture seem 
worse than it is: for example, unlike their 
western counterparts, South Korean car 
makers carry their customers' car loans on 
their own books, which Mr Bae estimates 
nearly doubles their debt ratios. Likewise, he 
argues, many firms sacrifice profit to gain 
share in new markets—look no further than 
whichever Internet firm is the investors' darling this week. Per- 
haps South Korean firms waited too long to abandon this 
model, Mr Bae allows, but it did work a treat for decades. 

These arguments do not stand up to much scrutiny. Debt 
may have helped the chaebol to grow faster, but it also brought 
risks that they did not expect. Over the past decade, as their debts 
have rocketed, the chaebol’s ability to pay interest charges out of 
cashflow has fallen sharply. The chaebol started going bankrupt 
after the ratio of cashflow to interest payments fell below three, 
in 1996—well before Asia's broader troubles began. At the same 


— 


point in their development, German and Japanese firms were | 


far more profitable, and could thus cover their debt. 

Arguing that South Korean accounting overstates some parts 
of debt ratios conveniently ignores that it understates others, es- 
pecially secret debt-guarantees to subsidiaries. Warburg Dillon 
Read, an investment bank, argues that measured by interna- 
tional standards the chaebol would look even worse than they 
already do. Likewise, net profit margins have been declining 
country-wide for a decade (see chart), a trend interrupted only by 
occasional—and fortuitous—peaks in the price of memory chips, 
South Korea's most profitable export. 

It is hard to know whether Mr Bae knows all this, and pre- 
tends otherwise, or whether he really thinks that the chaebol's 
approach is still sound. To be fair, he admits that the chaebol 
could do better, with a bit more transpar- 
ency, less diversification and a move 
away from family ownership. But he 
rarely strays from his message: South Ko- 
rea's main problems lie elsewhere. There 
is little stomach for restructuring. Beset 
by strikers, Hyundai recently an- 
nounced that it will lay off only 277 of 
the 5,000 jobs it originally planned to 
shed (see page 58). As the riot on the 
streets below reaches a crescendo, ech- 
oed by unions at chaebol factories 
around the country, it becomes depress- 
ingly clear that South Korea's reforms 
have barely begun. 
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Latin America seeks shelter 


SAO PAULO 


Will years of reform and sounder financial regulation make it easier to 


weather the currency-market storms? 


RAZILIANS have a metaphor, derived 
from snooker, to describe the question 
that has faced Latin America's largest econ- 
omy in recent months: is the real, their cur- 
rency, the next ball to be sunk? No, officials 
insist. Brazil is not Russia, just as it was not 
Thailand, Indonesia, South Korea or any of 
the other unfortunate, once emerging, mar- 
kets whose currencies have been blasted off 
the table over the past year or so. 

Brazil's problems are indeed less severe 
than those of East Asia or Russia. But in the 
wake of Russia's devaluation and debt de- 
fault, investor anxieties focused swiftly on 
Latin America, a region with a long history 
of both those actions. The message from the 
markets is that in a world with a sharply 
diminished appetite for risk, neither Brazil 
nor any other Latin American country can 
expect to escape without, at best, a sharp 
slowdown in growth. 

Yields on Latin American bonds have 
surged as investors have sought safer ha- 
vens. Those of Venezuela were hit espe- 
cially hard, because of fears of a devalua- 
tion. But the spreads between Brazilian, 
Argentine and Mexican bonds and Ameri- 
can Treasury bonds have doubled within 
the past month. Latin American shares 


THE ECONOMIST AUGUST 29TH 1998 


have lost 25-3096 of their value during Au- 
gust. Even Chile, for long the region's eco- 
nomic star, has not escaped. Its stockmark- 
et index is at its lowest for four years. 

As currency crises wracked East Asia last 
year, Latin Americans hoped that years of 
often painful free-market reforms would 
insulate their region. The economic funda- 
mentals certainly seemed solid. Last year 
Latin America returned its best economic 
performance since the onset of its debt cri- 
sis in 1982. GDP grew by over 5%, inflation 


Emerging gap 
Spread between yields on sovereign 


bonds and US Treasuries 
percentage points 





was less than 10%, and foreign direct invest- 
ment arrived in record quantities. Thanks 
to costly bail-outs, tighter supervision and 
the expansion of foreign banks, financial 
systems are more robust than in the past. 
And the technocrats who run the main 
Latin American countries were in most 
cases quick to raise interest rates and 
tighten budgets as the first shock-waves 
from Asia hit last year. 

But Latin America is not going to get off 
lightly. Economists were this week trim- 
ming their forecasts for the region's growth 
next year, to 142-2%. The market crunch 
aside, one reason is the region's links to the 
American economy, which may soon slow. 
Another factor is Latin America's still dis- 
appointing export performance. The re- 
gion remains uncomfortably dependent 
on exports of commodities, such as copper 
and oil, whose prices are likely to remain 
depressed as the world economy slows. 
And its manufactured exports have been 
hit by the strength of the dollar, to which 
most Latin countries peg their currencies. 

The result is that this year, Latin Amer- 
ica is set to post a record current-account 
deficit, of around $80 billion. That was not 
a problem as long as foreign capital was 
plentiful. No longer. And investors are un- 
likely to return to Latin American securities 
for several months, says Arturo Porzecanski 
of ING Barings. The risk is not (or at least 
not yet) of default. Foreign direct invest- 
ment continues to flow in, and the region 
has already covered most of its external fi- 
nancing needs for the year. Rather, the chal- 
lenge is to ensure that the adjustment to 
slower growth is as smooth as possible. 

The chances of achieving this probably 
turn on Venezuela and Brazil. Venezuela is 
the more immediate, but less important, 
worry. Its oil revenues, which account for 
three-quarters of exports, have plunged to 
half their level of two years ago. That has 
strained the currency, which the govern- 
ment is reluctant to float because Venezu- 
ela already has Latin America's highest in- 
flation rate. In addition, investors worry 
that the country might default on its debts 
after its presidential election in December, 
though most analysts think this unlikely. 


Toxic cocktail 

Brazil, meanwhile, is struggling with an 
economic-policy cocktail that blends a 
strong currency, loose fiscal policy and 
tight money. Its consequences are a cur- 
rent-account deficit of 3.9% of Gpp, a fiscal 
deficit of 7% of GDP, and growing short- 
term public debt. The markets first showed 
their disapproval last October, when $7 bil- 
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lion left the country in a couple of days. The 
central bank doubled its main interest rate, 
but at the cost of killing consumer demand. 
The economy will do well if it grows by 1% 
this year. And investors' nerves are jangling 
once more. About $6 billion of foreign re- 
serves has fled the country since the start of 
August. 

For President Fernando Henrique 
Cardoso, who is seeking a second term in 
an election on October 4th, the timing 
could hardly have been worse. Rather than 
increase interest rates again, risking gloom 
among voters, this time the government 
has wheeled out its $69 billion or so of re- 
serves, which, said the central bank, are 
"there to be spent" to prevent devaluation. 

The central bank is also trying to woo 


money by fiddling with regulations: on Au- 
gust 24th it allowed foreigners to invest 
freely in short-term government paper. To 
finance its deficit, however, the govern- 
ment has had to assume risks. Not only is 
much of the 300 billion reais ($256 billion) 
of local-currency public debt in short-term 
paper, but a rising share (currently 60% of 
the total) is at floating interest rates. Were 
Brazil forced to raise interest rates, the cost 
to the government could be crippling. 

This constraint on monetary policy 
means that Brazil will soon have to deal 
with two structural problems. The first is 
the public finances, which have deterio- 
rated as promised spending cuts have 
failed to materialise and higher interest 
rates raised debt payments. The second 


concerns exchange-rate policy. Brazil is not 
alone in Latin America in relying on a 
strong currency to combat the region's an- 
cestral vice, inflation. But as those rigid ex- 
change rates require high interest rates, 
they impose a heavy penalty on growth. 
Partly for that reason, Mexico may be 
the big Latin country best-placed to ride out 
the turbulence. Like Venezuela, it has been 
squeezed by low oil prices, which have 
forced budget cuts. But Mexico is alone 
among the big Latin economies in having a 
freely floating currency, which gives it more 
policy flexibility. Though the peso's recent 
slide against the dollar (it has lost around 
25% of its value of a year ago) has sparked 
worries about inflation, most forecasts 
reckon Mexico will manage GDP growth of 





Better news in East Asia 


S CURRENCY speculation destabi- 
lises one emerging economy after 
another, doom-mongers are having a 
field day. Pointing to positive news amid 
talk of global economic meltdown might 
seem unsporting. Yet it is worth noting 
that even as Russia quakes and Latin 
America trembles, there are more hopeful 
signs in some parts of East Asia. 

Trade figures tell the tale. Although in 
dollar terms Asian exports have stagnated 
or even fallen over the past year, in vol- 
ume terms the performance is far stron- 
ger. In South Korea, Thailand and even 
Indonesia, all of which suffered big cur- 
rency devaluations, the volume of exports 
has risen by 20-30% over the past year (see 
chart). This suggests that those much-criti- 
cised devaluations are doing just what 
they were meant to. Indeed, the increase 
in export volume is roughly the same as 
Mexico's in the year following its devalua- 
tion at the end of 1994—and the world 
economy was then much stronger. 

The surge in export volumes has been 
more than offset by a sharp drop in dollar 
prices and by falling prices in world mar- 
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kets for many of the Asian countries’ ex- 
ports. It will thus bring little relief to firms 
with dollar-denominated debts. At a mac- 
roeconomic level, however, rising export 
volumes will help to prop up output and 
jobs. J.P. Morgan, an American bank, reck- 
ons that this could lay a foundation for 
recovery next year; it forecasts modest 
growth of around 22% in both Thailand 
and South Korea in 1999, after a fall in 
output of around 6% this year. 

Already the export recovery, com- 
bined with a sharp cut in imports as do- 
mestic demand has slumped, has brought 
a huge improvement in some economies’ 
current-account balances. South Korea 
ran a current-account surplus of $22 bil- 
lion in the first half of this year (equiva- 
lent to almost 16% of GDP), compared 
with a deficit of $10 billion in the same 
period of 1997. Thailand ran a surplus of 
about $6 billion (12% of Gp») in the first 
five months of this year, against a deficit 
of more than $4 billion in the compara- 
ble months of last year. 

The dramatic turnaround in trade 
balances, combined with loans from the 
International Monetary Fund and a cau- 
tious resumption of private capital in- 
flows, has allowed some governments to 
start rebuilding foreign reserves. South 
Korea's, for example, have risen from a 
low of $5 billion in mid-December to a 
record high of $41 billion in June. In Ma- 
laysia, however, which has seen an im- 
provement in its current account but has 
not sought 1Mr loans, reserves have fallen 
slightly this year, suggesting that private 
capital has continued to flee. 

Thanks to all these factors, some cur- 
rencies now appear to be stabilising. The 
South Korean won and the Thai baht 
have both recovered by more than 309; 
against the dollar from their January 





Too much volume 


lows. This, in turn, has allowed their cen- 
tral banks to cut interest rates. South Ko- | 
rea's three-month rates have dropped 
from 25% in December to 11% today, Thai- 
land's from 26% to 14%. 

Lower interest rates and stronger ex- | 
ports suggest that the worst pain may be 
over, at least in South Korea and Thai- 
land—although probably not in Malay- 
sia, whose currency has continued to 
slide. But there are still big obstacles toa | 
near-term economic rebound. Debt bur- | 
dens remain huge, and fragile banking | 
sectors are making it hard for businesses | 
to get credit. Political instability could yet 
upset things. And the outlook in East 
Asia's two biggest economies, China and 

| 


Japan, remains murky. Yet elsewhere in 


the region, although recovery may come 
slowly, it is, after an excruciatingly pain- 
ful year, at least visible in the distance. 
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3.5% Or SO next year. 

Brazil's currency peg (the real depreci- 
ates around 7% a year against the dollar) 
has already cost it growth. That, say ofh- 
cials, is the price for cleaning up after de- 
cades of inflation. But the sooner the public 
finances are brought under control, the 
sooner the country can afford a more flexi- 
ble exchange-rate policy without risking a 
return to inflation. 

Argentina, Latin America’s fastest-grow- 
ing economy last year, has the most rigid 
exchange-rate system of all, with a currency 
board that fixes by law the value of the peso 
at parity with the dollar, and thus limits the 
money supply to the level of foreign cur- 
rency reserves. Thanks to a well-regulated 
banking system and tighter public fi- 
nances, Argentine officials are confident 
they can survive the current turbulence. If 
the worst comes to the worst, they might 
adopt the dollar instead of the peso. 

Such a drastic step seems unlikely to be 
required. For all of their failings, most Latin 
American governments have relatively 
sound economic policies in place. When 
investors start worrying less about risk and 
more about the paltry yields available on 
rich-country securities, the region should 
quickly find itself back in fashion. 





Russian banks 
Three's company 


MOSCOW 


HEN the trough is crowded and 

nearly empty, the best snout is a big 
one. For Russia's banks, suffering from a 
collapsed rouble and besieged by angry de- 
positors at home and creditors abroad, a 
bail-out by the state offers the only chance 
of survival. And, as they call for help, Rus- 
sia's bankers have concluded that the big- 
ger the bank, the better the bail-out. To in- 
crease their political clout, and thus their 
chances of more money, the tycoons who 
own three of the country's best-known 
banks are getting together. 

The banks, Unexim, Menatep and 
Most, announced on August 25th that they 
are merging. The official explanation is that 
the move combines their strengths: 
Unexim in investment banking, Menatep 
in lending to companies, and Most in retail 
banking. In reality, the slump in the rouble, 
which has fallen 56% against the dollar 
since August 15th, and the resulting col- 
lapse in government-bond prices have 
made these and almost all other commer- 
cial banks in Russia insolvent. Menatep 
may also be short of cash; the depositors 
queuing outside some of its branches this 
week have had difficulty getting at their 
money. Uneximbank is in the strongest—or 
least awful—position, and is thus most 
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Join the queue 


likely to dominate the alliance. 

Initially, at least, the merger involves 
only the three banks, not the industrial 
holdings to which they are connected. But a 
further pooling of interests looks likely. The 
three tycoons involved, Vladimir Potanin 
of Uneximbank, Mikhail Khodorkovsky of 
Menatep and Vladimir Gusinsky of Most, 
all risk being left out of the current machi- 
nations in the government, orchestrated at 
least in part by their rival, Boris Berezovsky 
(see page 53). Insiders say they plan to ally 
their media interests, which include several 
newspapers and television networks, to 
create a heavier counterweight to Mr Bere- 
zovsky. A combination of their industrial 
interests, including two big oil companies 
(see page 63), lies further down the road. 

This will not be the only such combina- 
tion. A bunch of banks tied to the Moscow 
city government, including Imperial Bank, 
which defaulted on a loan repayment even 
before the moratorium on foreign private- 
sector debt repayments was announced on 
August 17th, have been holding merger 
talks. The revocation of Imperial’s banking 
licence on August 26th may complicate 
things. Inkombank and National Reserve 
Bank have already announced a de facto 
merger that would create Russia’s second- 
biggest bank. Both are linked to the coun- 
try’s most powerful company, Gazprom, 
and thus to its former boss and current act- 
ing prime minister, Viktor Chernomyrdin. 
Gazprom has already shown an interest in 
expanding its banking business, so the 
combination may yet grow larger. 

The feeding frenzy has already begun. 
The central bank has cut reserve require- 
ments from 11% to 10%, in effect giving 
banks another 10 billion roubles ($1.2 bil- 
lion) of newly printed money. It has also 
greatly increased overnight credits, to as 
much as 8 billion roubles a day, compared 
with 1 billion a week before the crisis. But 





this is nothing like enough. The commer- 
cial banks need at least $5 billion to guaran- 
tee their retail deposits, and the giant state 
savings bank Sberbank probably three 
times as much. Foreign debts for the 30 
largest banks make up another $3.4 billion. 
By Russian standards, this is a large 
amount of money. Not every pig, it is clear, 
will ind room at the trough. 





Insurance broking 


Marsh attacks 


YEAR ago, lan Smith, chairman of 
Marsh & McLennan, the world's larg- 
est insurance broker, said that after a 
breathtaking spate of acquisitions his com- 
pany was so big it didn't need any more 
deals. Right. For stockmarket punters it was 
just a matter of when he would swoop 
again. The most obvious prey were Britain's 
two big but underperforming brokers, 
Sedgwick and Willis Corroon. In July, the 
smaller of them, Willis, was bought by an 
American firm, Kohlberg Kravis Roberts. 
That left Sedgwick, which Mr Smith at last 
gobbled up on August 25th for £1.2 billion 
($2 billion) in cash. 
The deal could be the last in a three-year 
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burst of consolidation that 
has folded a dozen or so 
big insurance brokers into 
three. Unless, that is, one 
more were to follow. Ana- 
lysts reckon that the 
world's second-largest in- 
surance broker, Aon, is in 
no mood to play second 
fiddle to its arch-rival, and 
may well enter the bidding 
for Willis Corroon. That 
would leave two compa- 
nies to dominate much of 
the world market for large, 
brokered commercial 
risks—a prospect that 
frightens not only insurers 
but also companies that 
buy insurance. 

Insurance brokers act as middlemen 
between firms that want to insure their 
property and casualty risks and the insur- 
ers that underwrite policies. Their main job 
is to find clients the cheapest cover, which 
is why it helps to be big. The more volume a 
broker has to parcel out among insurers, 
the more bargaining power it has to haggle 
down premiums. That explains why insur- 
ers hate the idea of mega-brokers. Premi- 
ums have been falling steeply as it is; more 
clout for brokers can only make things 
worse. It was in order to forestall further 
consolidation among the big brokers that 
five large insurers backed the buy-out of 
Willis Corroon last month. 

Buyers of insurance, on the other hand, 
welcome the growing bargaining power of 
their brokers, since it gets them cheaper 
rates. Up to a point, that is: many are now 
growing sceptical about their dwindling 
range of choice and about the power that 
their brokers have over them. In particular, 
many take exception to the brokers' habit of 
charging customers a commission while 
simultaneously pocketing sweeteners from 
insurers. "As the power of brokers in- 
creases, their ability to demand more from 
insurers and deliver less to corporates goes 
up,” says David Gamble, head of AIRMIC, 
the British insurance-buyers' trade associa- 
tion. “One wonders why the regulators 
don’t see the need to get involved.” 

They still might. But trust-busters worry 
mostly about protecting individual con- 
sumers rather than large companies, which 
are the ones most threatened by broker 
consolidation. Giant firms, goes the reason- 
ing, should be able to look after themselves. 
After all, ever more of them are choosing to 
cut out middlemen and buy cover direct 
from insurers, or even to leave some risks 
uninsured. So the brokers argue that even if 
the top four place as much as 80% (by some 
estimates) of total brokered business, that 
need not amount to an antitrust case— 
“80% of what?” asks Sax Riley, Sedgwick's 
chairman. “Brokers as a group only have a 
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small share of the market.” 

While “small” is unduly modest, it is 
certainly true that the position of brokers 
has in some respects been getting weaker. 
As big clients’ interest in traditional 
broking services wanes and the cost of in- 
surance plummets, the brokers are doing 
their best to collect advisory fees along with 
sales commissions. But even that has not 
boosted top-line growth by much. In the- 
ory, consolidation can ease this problem by 
cutting 8-10% off a broker's costs. Unless 
you believe, as Marsh’s Mr Smith did until 
recently, that beyond a certain point size is 
no longer an advantage. 





Slovakia 


Control freaks 


BRATISLAVA 


I" MOST of post-communist Europe, the 
privatisation of a big financial firm 
would mark a further advance on the road 
to a market economy. Not so in Slovakia. 
On the contrary: the announcement that 
VSZ, a steel maker, has taken control of Slo- 
vakia's largest insurance company shows 
just how little markets matter. 

The share issue that enabled vsz to re- 
place the government as the biggest share- 
holder in Slovenska Pojistovna is the latest 
in a long line of pacts that have handed 
control of Slovak companies to cronies of 
Vladimir Meciar, the prime minister. As it 
happens, vsz'* former boss and largest 
shareholder is Mr Meciar's campaign man- 
ager for next month's general elections. Mr 
Meciar could well lose power in those elec- 
tions, and there are fears that he is trying to 
cement his grip on the economy by grab- 
bing control of the finance industry. 

This is the steel maker's second venture 
into finance. Back in 1996 it took over IRB, 
Slovakia’s third-largest bank, despite cen- 
tral-bank opposition and a law banning it 
from owning more than a minority stake. 


Then, it used friendly companies to cobble 
together a controlling stake surreptitiously. 
Its method this time was to suggest that 
Pojistovna should have a capital increase. 
The National Property Fund, a nominally 
apolitical body charged with managing the 
state's assets, neither opposed this idea nor 
took up part of the issue to maintain its 
stake. This let vsz and its allies take control. 

And what might vsz want with an in- 
surance company? Most likely, access to its 
money. When it bought IRB, the steel mak- 
er's intention was to use the bank to finance 
projects that other banks wouldn't touch. 
This it seems to have done. iRB lent firms 
linked to vsz at least 200m korunas ($5.9m) 
that has not been repaid, helping to send 
IRB into state administration last year. That 
left vsz without a captive financier; hence 
its interest in Pojistovna, which has 60% of 
the Slovak insurance market and annual 
revenues topping $250m. 

Ironically, the government used the in- 
surer to bail IRB out. At the end of last year it 
paid 2 billion koruna for a controlling 
stake in the remains of IRB. By buying con- 
trol of Pojistovna, vsz thus regains control 
of a bank it helped to ruin. 

This is less odd than it seems in a coun- 
try where the government has both ruined 
the financial system and used it to distort 
the economy. Over half of Slovakia's 60 
most profitable companies have been sold 
during Mr Meciar's tenure, in most cases to 
friends of the ruling party and often at bar- 
gain prices. Many of these purchases were 
financed by state-owned banks. The banks 
were also used to prop up ailing state com- 
panies. As a result of all this, the banking 
system is bust. Mr Meciar’s latest inspira- 
tion, a merger ofthe two biggest banks, VUB, 
a corporate lender, and  Slovenska 
Sporitelna, a savings bank, will not make 
things better: both are in sorry shape. 

Not content with ruining their banks 
and insurers, Slovakia's politicians have 
also managed to wreck their capital mar- 





What markets? 


THE ECONOMIST AUGUST 29TH 1998 


kets. There is no minority shareholder pro- 
tection to speak of—helpful if you're selling 
listed companies for a fraction of their 
value—and no transparency. Last year, for 
example, a Czech company lost control ofa 
privatised Slovak chemicals plant it had 
bought in 1994, when shares were stolen 
from the securities registry and resold to 
Slovak investors. . 
Not surprisingly, investors have fled the 
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Bratislava exchange. Trading volumes are 
just a tenth of their level a year ago. The ef- 
fect on Slovak industry is serious, because 
companies can no longer raise equity fi- 
nance. Debt is rising fast: a survey of the top 
16 companies by share value showed that 
their debt-to-equity ratios have tripled over 
the past three years. It is all a powerful dem- 
onstration of the damage that can be 
wrought by a politicised finance system. 





American finance 


An electronic bolt from the blue 


NEW YORK 


A controversial bond house threatens to shake up America’s futures market 











F ANYONE still believed that A Yon 


any stock, bond or futures ex- 
change could afford to take ($ 
survival for granted, last 
week's overwhelming vote 1 
by members of the Chicago 
Board of Trade to allow elec- 
tronic trading of Treasury- 
bond futures should convince d 
them otherwise. This decision, 
which heralds a fundamental , 
restructuring of Chicago’s fu- 
tures markets, was 
mainly down to fear of 
Cantor Fitzgerald. 

Although it is the world’s largest in- 
ter-dealer broker—the middleman in 
bond trades between big securi- 
ties firms—Cantor Fitzgerald 
has thrived in obscurity. 

That is about to change. On September 
8th, if regulators agree, the new Cantor Fi- 
nancial Futures Exchange will begin 
electronic trading in American 
government-bond futures. All 

the signs are that it will win a significant 
slice of Chicago’s floor-based, open-out- 
cry business. If it does, other electronic 
products will follow—and other exchanges 
are likely to feel the heat. 

Cantor is no stranger to battles. Since it 
was started in 1945 by Bernie Cantor, a 
sometime hot-dog vendor at Yankee Sta- 
dium who went on to own the world’s larg- 
est collection of Rodin sculptures, it has 
made its name by shaking up the market 
for Treasuries, the world’s most widely 
traded securities. In 1972, Mr Cantor hit 
upon the idea of transmitting bond prices 
by computer, and his Telerate screens be- 
came fixtures in trading rooms. Although 
Telerate is now owned by Bridge Informa- 
tion Systems, a big chunk of Cantor's prof- 
its, which are not disclosed, still comes 
from providing its price data. Cantor' at- 
tempt in the 1980s to break into continen- 
tal European bond markets was rebuffed 
amid claims that brokers were misleading 
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customers about whom they 
= were trading with (in Eu- 
rope, this information 
is usually provided, 

unlike in America). 
Howard Lutnick, 
the current chief ex- 
ecutive, inherited these 
fights and has added 
some of his own. He took 
control of the firm in 1996 when Mr 
Cantor was on a life-support machine, but 
only after a court battle 
with the founder's wife, Iris. 
Mr Lutnick said he was activating 
a succession plan put in place by Mr 
Cantor; Mrs Cantors lawyers accused 
him of betraying the man who had treated 
_ him likea son, and barred him from Mr 
Cantors funeral. The 
feud has not abated. Mrs 
Cantor is now working with the 
Chicago Board of Trade to set up an elec- 
tronic rival to Cantor's 

bond exchange. 

Questions about Cantor 
Fitzgerald have been at the 
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change. The cBor has circulated copies of a 
TV documentary highlighting misbehav- 
iour by Cantor employees in Los Angeles, 
which included painting obscenities on a 
colleague's car and screening a video of this 
at a staff sales conference. Cantor officials 
later called such behaviour “unaccept- 
able”; the firm says staff now receive “sensi- 
tivity training”. 

More seriously, the CBoT argues that 
Cantor will have a conflict of interest if it 
owns a bond-futures market on which it 
trades. The firm is adamant that there is no 
conflict, because it closed its proprietary 
trading arm last October. It insists that no 
Cantor employees will be allowed to take 
positions in the futures market. 

Privately, cBoT officials expect Cantor 
and its joint-venture partner, the New York 
Board of Trade, to win regulatory approval 
soon. In a thinly disguised retaliatory 
strike, earlier this month the CBOT an- 
nounced plans to trade contracts similar to 
the New York Board of Trade's sugar, coffee, 
cocoa, cotton and orange-juice futures. 


Leading edge 

How much of the Treasury futures market 
will the new exchange win? Although Wall 
Street traders refuse to go on the record, for 
fear of upsetting relations with the CBOT, 
many expect Cantor to do well. Its technol- 
ogy is better, and, unlike the CBor, it al- 
ready has thousands of screens in place. Be- 
sides, Cantor plans to undercut the CBOT's 
prices. Cantor is said to have ensured itself 
some business by offering certain bond cli- 
ents a better price for trading bonds with it 
if they also trade its futures. 

Though Cantor Fitzgerald is not much 
liked on Wall Street, its effectiveness and 
entrepreneurship are widely respected. Pri- 
vately, traders agree that this experience 
will give the firm an edge. Some speculate 
that the cBor will suffer a fate similar to 
that of the floor-based London Interna- 
tional Financial Futures Exchange, which 
lost most of the trading in a key German 
bond contract to the German derivatives 
exchange after the Germans introduced a 
cheaper electronically traded rival. 

Intriguingly, Mr Lutnick disagrees. 
Eventually, he predicts, most financial 
products will be traded on competing elec- 
tronic exchanges, or alliances of exchanges. 
He expects Cantor to develop a wide selec- 
tion of new contracts, initially in other 
bonds and energy-related futures, but later 
in equities. Many of these, he adds, will be 
in partnership with existing exchanges, on 
a similar basis to Cantor's tie-up with the 
New York Board of Trade. The rumours of 
an imminent partnership with the Chicago 
Mercantile Exchange, although neither 
party will confirm them, suggest that even 
Chicago's partisans recognise that the fu- 
tures business will never be the same. 
—————  ———o—nÓá— Pmmstnadld— sd 
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The law is an ass 


But don't worry, economists are trying to make it smarter 


N THE last ever episode of Seinfeld—in 

case you somehow missed this year's 
big media event—the show's four stars are 
tried for failing to help a mugging victim, 
under a freshly introduced “good Samar- 
itan" law. Naturally, the four selfab- 
sorbed New Yorkers are jailed, despite 
their lawyers plea that there is “no such 
thing as a guilty bystander". The idea of 
such a law was regarded as laughable—al- 
though in some European countries by- 
standers can indeed be tried for fail- 
ing to offer aid to someone in need. 

This may be useful information 
for New Yorkers travelling abroad. 
But should it concern economists? 
According to "The New Palgrave 
Dictionary of Economics and the 
Law", published this summer (by 
Stockton in America and Macmillan 
in Britain), the answer is yes. An es- 
say asking whether it makes sense to 
enforce good Samaritanship is in- 
cluded in the dictionary's three vol- 
umes, all devoted to explaining how 
the dismal science can improve the 
workings of the law. 

Early economists such as Adam 
Smith often wrote about the eco- 
nomic impact of legal matters. But 
economics subsequently focused 
more narrowly on things monetary and 
commercial. It was only in the 1940s and 
19505, at the University of Chicago Law 
School, that serious thought was again 
given to the economic consequences of le- 
gal systems—and the discipline *law and 
economics" was born. Not until the late 
1960s did the discipline's ideas begin to 
influence mainstream economics. 

As the weighty new dictionary amply 
illustrates, law and economics is now a 
substantial subject. A vast range of legal 
issues, from adoption to vicarious liabil- 
ity and wildlife law, has undergone eco- 
nomic scrutiny. But has all this admirably 
stimulating academic activity led to bet- 
ter law-making? 


A booming business 


Some successes are claimed in the entry 
on “Law and economics in action"*. All 
over the world there is now much more 
economics taught in law schools, more 
lawyers and judges are familiar with eco- 
nomics, and more economists are con- 
centrating on law-related work. Many 
economists supplement their academic 
earnings by appearing in court as expert 
witnesses, and consultancies earn à for- 
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tune by advising governments on eco- 
nomically efficient law-making. 

It should be noted, though, that the 
“economics” of the law-and-economics 
movement is a specific sort of economics, 
with an orthodox free-market flavour. 
Law-and-economics thinkers tend to as- 
sume that competitive forces in free mar- 
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kets will lead to efficient outcomes and 
that regulation often harms rather than 
helps consumers. This orientation may 
explain why the movement has caught on 
more in America than elsewhere. 

The union of law and economics may 
have had its greatest impact in the anti- 
trust field. The contention that the goal of 
competition policy should be to maxi- 
mise consumer welfare (rather than, say, 
to protect small companies or to inhibit 
excessive size), put forth by scholars such 
as Robert Bork, is now mainstream think- 
ing. Trust-busters are no longer predis- 
posed to reject mergers between big firms; 
instead, they seek to analyse rigorously 
whether the outcome would be less com- 
petition and higher prices. As a result, 
mergers that once would not have been 
allowed are now routinely approved. 

Yet the limits of such thinking are not 
always recognised by its proponents. The 
law-and-economics framework for an- 
alysing mergers, for example, does not ob- 
viate the need for trust-busters to make 
educated guesses about how competition 
might develop in future. There is still sub- 
stantial room for differences of opinion— 
which may explain why, while Mr Bork is 
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advising Netscape in the Internet firm's 
encouragement of antitrust action 
against Microsoft, many other law-and- 
economics theorists have lined up on 
Microsoft's side. 

The biggest failure of law-and-eco- 
nomics to influence policy, according to 
"Law and economics in action", concerns 
insider-trading law. In most countries, 
the law restricts trading in a firm's shares 
by people who have confidential in- 
formation about the firm's prospects. Law 
and economics teaches that insider trad- 
ing causes no important harm and, 
by transmitting the inside informa- 
tion to the market, brings an impor- 
tant benefit: more accurate share 
prices. This argument has, however, 
failed to persuade most legislators or 
market practitioners, who object to 
insider trading on the ground that it 
might deter outside investors. 

What “Law and economics in ac- 
tion” omits is more telling than what 
it includes. It does not mention a 
vast literature on the economic 
causes of criminality and how to 
structure legal incentives to reduce 
crime, a subject that has largely been 
ignored by politicians. Nor does it 
discuss differences among countries’ 
legal systems. Another entryt shows 
that because of the importance of 
history and culture, simply looking at the 
letter of the law may not be enough to un- 
derstand its economic impact. For in- 
stance, the transfer to Europe during the 
1980s of an American legal approach to 
product liability produced far less litiga- 
tion than in America. For some reason, 
Europeans find it less necessary to sue 
when a faulty product causes harm. 

As for advising governments of 
emerging economies how best to struc- 
ture their legal systems, various essays in 
the dictionary stress the importance of 
clear property rights, and of ensuring that 
these are marketable. Corruption, it is 
noted, is harmful to economic growth. An 
essay on “Corruption in transition econ- 
omies”? spells out several policies that 
might reduce corruption, such as encour- 
aging legitimate business by reducing 
marginal tax rates. But it concludes that 
"the real issue is whether they are politi- 
cally feasible". Such an insight is unlikely 
to sell the dictionary to those lucky people 
forming Russia's new government. 


* By Leo Herzel and Addison Braendel. 

! "Comparative law and economics" By Ugo Mattei 
and Fabrizio Casaggi. 

t By Daniel Kaufmann. 
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Life is about communication 


Ey / 
Y 
NetCom Systems AB has been helping people share their thoughts since 
EL 1993. Today NetCom operates in the mobile telephony market through 
L Comviq in Sweden and its affiliate NetCom ASA in Norway. In fixed tele- 
= 


phony, data communications and Internet the Group operates through 
NetCom Systems AB Tele2 in Sweden, Denmark and Norway. NetCom gives you the power to 


, be heard wherever you ar i 
- the leading alternative you are and whenever you want 


provider of telecommuni- Results for first six months of 1998: 
cations services in @ Revenues up 53 % to SEK 2.8 billion; 

@ Operating profit up 54 % to SEK 260 million; 

@ Operating profit for Mobile Telephony up 158 % to SEK 477 million; 

@ Comviq announced its one millionth mobile telephony customer; 

@ Tele2 in Sweden recorded 5 33,000 fixed telephony customers, up 91%; 


@ in August, Tele2 in Norway and Denmark reported 4444 to 


Scandinavia. 





TO OBTAIN OUR INTERIM REPORT, 
PLEASE CONTACT: NETCOM SYSTEMS AB, 
P.O. Box 2094, S-103 13 STOCKHOLM 100,000 and 200,000 telephony customers respectively. — 

PHONE: +46 B 562 000 60 

Fax: +46 8 562 000 40 The company is listed both on Stockholm Stock Exchange under the symbols ^" 

INTERNET: HTTP://WWW. NETCOM-SYSTEMS.SE NCOMA and NCOMB and on the Nasdaq Stock Market under the symbol NECSY. NETCOM 





REPUBLIC OF GHANA 
DIVESTITURE OF STATE-OWNED ENTERPRISES 
STATE INSURANCE COMPANY OF GHANA LIMITED 


INTERNATIONAL CALL FOR TENDER 


The Government of Ghana (GoG), acting through its agent the Divestiture Implementation Committee (DIC), intends to sell 40% or more of its equity 
interest in the State Insurance Company of Ghana Limited (SIC) by public tender to a strategic investor or investor group. Interested parties with 
experience in the insurance sector in emerging markets are invited to bid. The GoG has appointed Sterling International Group, Inc., as consultant (the 
*Consultant") for this transaction. 


PROFILE OF THE ENTERPRISE 

The State Insurance Company of Ghana was set up in 1962 and converted into a limited liability company in August 1995, pursuant to the Statutory 
ion Act of 1993. The company's principal object is to act as insurers and re-insurers for general types of risk. The company's premium mcome 

for 1997 was 47.6 billion cedis*, representing 60.9% of the overall market. SIC's market dominance 1s backed by an extensive marketing and 

distribution network of 14 area branch offices, 16 contact offices and 200 agents. During the period 1993-1997, the company's premium income grew at 

an annual compound rate of 42.6%. The SIC privatization represents an attractive investment opportunity in view of the company's premier market 

positioning, the upside that will come from future improvement of operational and distribution efficiencies, and the continued growth of the industry. 

The divestiture of SIC involves (a) the sale of approximately 40% or more of the shares to a Strategic Investor, (b) a further sale of shares to the public, 

and (c) the listing of the company on the Ghana Stock Exchange (GSE). 

BID INFORMATION 

1. The prospective bidder should be a company or consortium with experience and expertise in the insurance sector in emerging markets. 

2. Prospective bidders (Principals only) who wish to acquire bid documents (including detailed bid procedures) should apply in writing to the Consultant 
at either of the addresses below and include (a) details of their experience and expertise in the insurance sector in emerging markets, (b) a duly 
executed Confidentiality Agreement (model forms are available from the Consultant), and (c) a non-refundable submission fee of USD 200 (foreign 
investors) or 200,000 cedis (domestic investors) payable by bank draft in favor of the Consultant. 

3. Final bids in the form set out in the bid documents are required to be lodged with the Consultant by no later than 5 p.m. local time Friday 
September 25, 1998. 





For further information please contact the Consultant at: 


Sterling International Group, Inc. Strategic African Securities Limited 
Attention: Mr. Roger Jantio, Managing Director Attention: Mr. James Akpo, Managing Director 
1901 Pennsylvania Ave, NW, Suite 600, Washington, DC 20006, U.S.A. P.O. Box 16446, Airport Accra, Ghana 

Tel: (202) 785 3500, Fax: (202) 785 3505 Tel: (233-21) 23 13 86, Fax: (233-21) 22 98 16 
E-mail: Rjantio@SterlingUS.com E-mail: sasltd@africaonline.com.gh 


The DIC and Sterling International Group, Inc. reserve the right to extend the deadline for the submission of tender bids, reject any tender bid without 
ating the reasons for doing so, or cance! this invitation *! USD- 2.250 cedis (1997 
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SCIENCE AND TECHNOLOGY 


Memory building 


How people remember things, why some things are more memorable than 
others, and how memory might be improved, are slowly being cleared up 


N MEDIEVAL times, scholars often 

erected "memory palaces" to assist their 
recollection of facts and figures. The pal- 
aces were constructed not of bricks and 
mortar, but of imagination and—although 
the builders could not possibly have 
known this—nerve cells in the brain. When- 
ever something came along that a practi- 
tioner of the art of memory palaces wanted 
to remember for ever, he would create an 
image of it and place that image in a room 
in his palace. By roaming around the build- 
ing of an evening, he could refresh his 
memory of where he had put things, so that 
if he ever needed something in a hurry— 
perhaps years after he had first squirrelled 
it away—he could fetch it as he 
might fetch an old coat from a 
trunk in the attic. 

Such tricks to improve the 
memory are as old as anyone can 
remember. Understanding the 
real molecular bricks and mortar 
of memory, however, is still in its 
infancy. But progress is being 
made. And with it come hints 
that science may soon be able to 
outbuild the architects of mem- 
ory palaces by designing drugs 
that make a better memory avail- 
able not merely to those who 
practise, but to those who are 
willing to pop à pill. 


Repeat after me 


Memory is not designed to be 
perfect. After all, there is little 
point cluttering the mind with 
trivial details. And besides, just as 
building and maintaining a real 
palace is expensive, and diverts 
effort from other activities, the 
building and maintaining of 
memories is costly in materials 
and energy. So if one wants to 
think about enhancing the brain, 
it is useful to start by learning 
how an unenhanced brain de- 
cides what information it may be 
useful to remember. 

People, particularly in soci- 
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eties with well-developed systems of formal 
education, are used to the idea of knowing 
in advance what it is important for them to 
remember-—if only for the purpose of pass- 
ing their exams. Human culture is largely 
based on this. But throughout most of evo- 
lutionary history, animals have not had 
that luxury. Instead, individual experience 
would have been the only teacher, and ex- 
perience is unpredictable. 

So, though it is reasonable to assume 
that evolution will have honed the ability 
to learn quickly such basic things as what is 
edible and where it may be found, or what 
sorts of animals are dangerous, it is equally 
reasonable to assume that people are not 





Fie r. 





ate > 
Ts | 
"Ne i 
ia 





specifically adapted to learn the details of 
calculus, how to read music or even how to 
make a stone axe. To be ingrained in some- 
one, these cultural and somewhat arbitrary 
facts must therefore get past the filters that 
natural selection has put in place to deter- 
mine what is important (and should be re- 
tained) and what is trivial (and can be for- 
gotten quickly). 

When dealing with the truly trivial, the 
brain does not, it appears, even bother to 
learn anything in the first place. Recently, 
Todd Horowitz and Jeremy Wolfe, two re- 
searchers at the Harvard Medical School, 
showed that contrary to what generations 
of psychologists had supposed, no memory 
is employed during certain types of visual 
searches. In their experiments, Dr Horowitz 
and Dr Wolfe asked people to pick out a 
particular letter from a screen that had 
other “distractor” letters scattered across it. 

The researchers found, as they expected, 
that the time people spent searching in- 
creased with the number of letters that 
there were on the screen. To their surprise, 
however, they also found that frequent 
shuffling of the positions of the letters 
made no difference to the length 
ofa search. If people's brains were 
keeping track of which objects 
they had already looked at, such 
shuffling ought to have hindered 
the speed at which they could 
search quite substantially. 

This result lays to rest the 
common but fanciful notion that 
everything encountered in life is 
stored away somewhere in the 
brain—which implies that the 
real problem in memory en- 
hancement is one of retrieval, 
rather than the construction of 
memories in the first place. To be 
sure, retrieval is important. But 
its chemistry is almost un- 
known—and retrieval is impossi- 
ble if there is nothing to recall in 
the first place. 

Memory is conventionally di- 
vided into three types—short- 
term, intermediate and long- 
term. These are more than just 
markers of the length of time that 
a memory lingers. At the molecu- 
lar level, they are distinguished 
by different biochemical activi- 
ties within nerve cells. 

In short-term memory, nerve 
cells simply modify existing pro- 
teins. Such changes are transient. 
When the need for a particular 
memory has passed, the cells re- 





THE ECONOMIST AUGUST 29TH 1998 


turn to their previous state, and 
you forget whatever it was that 
you had registered. 

In intermediate memory, the 
cells make more proteins of the 
types that they were already man- 
ufacturing, but no new genes are 
switched on to allow the produc- 
tion of different proteins. In long- 
term memory, however, new 
genes are switched on and en- 
tirely new groups of proteins are 
produced. Through mechanisms 
that are not yet understood, these 
create permanent changes to the 
physical structure of the brain by 
stimulating the formation of new 
connections between nerve cells. 


The neural library 


In mammals, such long-term 
changes seem to be mediated by a 
structure known as the hippo- 
campus, which is found near the 
middle of the brain. The first 
clues came from people who had suffered 
hippocampal damage, often as a result of 
brain surgery. These individuals are unable 
to form new long-term memories, although 
no harm is done to any memories that were 
laid down before the hippocampal dam- 
age occurred. 

This suggests that memories which the 
brain deems sufficiently important are ar- 
chived via the hippocampus into a long- 
term storage site. How or when this hap- 
pens, and where the archive is located, are 
only now becoming clear. The archive is in 
the neocortex—the most recently evolved 
part of the brain—and the brain's molecu- 
lar archivists, it appears, come out at night. 

Matthew Wilson, at the Massachusetts 
Institute of Technology, and Bruce McNau- 
ghton, at the University of Arizona, have 
shown that when a mouse enters a new 
environment, groups of nerve cells in its 
hippocampus start firing off electrical sig- 
nals together in particular ways, depend- 
ing on the mouse's exact whereabouts in 
the new environment. It is as ifthe animal's 
brain is constructing a map of its surround- 
ings, with the different groups of cells 
representing different things that it needs 
to remember. 

Then, during the night after the explora- 
tion has taken place, the whole process re- 
capitulates itself while the mouse is asleep. 
The same groups of hippocampal cells fire 
in the same way. (This is not associated 
with dreaming; it takes place during so- 
called slow-wave sleep, rather than in peri- 
ods of “rapid-eye-movement” sleep, which 
is when dreams mostly happen.) 

Dr Wilson’s latest research suggests that 
this night-time firing is part of the process 
by which the day’s experiences, temporar- 
ily stored in the hippocampus, are trans- 
ferred to their long-term destination. He 
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has found that not only do the hippocam- 
pal cells fire together while the mouse is 
asleep, but that cells in the neocortex then 
fire away in a similar pattern. It is, he says, 
as ifwhen the cells ofthe hippocampus fire, 
those of the neocortex are listening. 

A picture of the biochemistry of long- 
term learning is also emerging. According 
to Thomas Carew, a neuroscientist at Yale 
University, the commonplace experience 
that the most reliable way to build a long- 
term memory is through repeated exposure 
to the thing to be remembered, rather than 
by short-term “cramming”, is reflected at 
the molecular level. Dr Carew and his col- 
leagues have discovered this by studying 
the effects of exposing nerve cells to a mole- 
cule called serotonin. 

Serotonin belongs to a class of chemi- 
cals called neurotransmitters. These are re- 
sponsible for carrying signals from one 
nerve cell to another across special junc- 
tions known as synapses. The researchers 
have found that if a nerve cell is exposed to 
one long pulse of serotonin, changes with- 
in its nucleus and at its synapses are tran- 
sient. In particular, they discovered that af- 
ter such a pulse, the level of a molecule 
called protein kinase A (PKA) will rise for a 
few minutes, and then subside. 

But they also found that ifa nerve cell is 
exposed to the same amount of serotonin, 
but it is delivered not in one long pulse but 
as a series of five short pulses with intervals 
of several minutes between each, then the 
level of PKA remains high for around three 
hours before subsiding—and then rises 
again a day later, even in the absence ofany 
further stimulation. This suggests that the 
pulses have set in train a series of chemical 
reactions within the cell that are suffi- 
ciently sophisticated to give it a memory 
span of 24 hours. 


SCIENCE AND TECHNOLOGY 


It appears, therefore, that one 
of the methods which the brain 
uses to filter information is to see 
whether (and when) a stimulus is 
encountered again. After all, if the 
stimulus is simply a one-off, then 
retaining it-save in most un- 
usual circumstances—is proba- 
bly a waste of space. 


Forget it 

This may provide an evolution- 
ary explanation for one of memo- 
ry's quirks. But it is not good news 
for harried humans who have 
neither the time nor the inclina- 
tion to spend hours on repe- 
tition. Hence the current enthusi- 
asm for a molecule called cyclic 
AMP response element binding 
protein, more easily remembered 
as CREB. For CREB appears to 
hold the balance between re- 
membering and forgetting. 

CREB is a "transcription fac- 
tor". That means it is responsible for switch- 
ing on particular genes, thus allowing the 
manufacture of the proteins for which 
those genes are responsible. It turns up in 
the brains of everything from sea slugs to 
people, and it is involved in the laying 
down of long-term memories that depend 
on associations such as that between a 
smell and a particular food. 

CREB comes in two forms. "Activator" 
CREB is the link between the elevated levels 
of PKA observed by Dr Carew, and the ac- 
tual formation of a memory. The produc- 
tion of activator CREB is stimulated by PKA 
(itself regulated by cyclic AMP) and the 
CREB, in turn, activates the genes that seem 
to be important for forming long-term 
memories. CREB molecules do this by twin- 
ning up and binding to the DNA near à 
gene that needs activating. This switches it 
on. Animals deficient in activator CREB can 
learn associations on a short-term basis, 
but they are unable to remember them for 
more than an hour or so. 

*Blocker" cREB is a slightly different 
form of the molecule. It interferes with the 
action of activator CREB, and thereby pre- 
vents the formation of memories. It does 
this by twinning with molecules of acti- 
vator CREB. That removes them from cir- 
culation. In addition, twinned CREB mole- 
cules containing a blocker will bind to DNA 
without activating any genes—at the same 
time preventing any left-over activator 
CREB from attaching to those critical sites. 

In one of the experiments that demon- 
strated the action of CREB, Jeffrey Kogan 
and Alcino Silva, two biologists at the Uni- 
versity of California, Los Angeles, exposed a 
"demonstrator" mouse to a new kind of 
food. The demonstrator was then dropped 
into a cage with "observer" mice. The ob- 
servers were genetically identical to each 
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SCIENCE AND TECHNOLOGY 


other, except that half were CREB “knock- 
outs” (that is, they were deficient in the gene 
responsible for activator CREB). 

In the course of normal social interac- 
tions—and CREB knockouts are normal in 
this respect—the observers learnt about the 
new food by smelling the whiskers and 
breath of the demonstrator. But when the 
observer mice were themselves exposed to 
two new types of food (one being the stuff 
the demonstrator had been eating), the acti- 
vator-CREB-deficient mice soon forgot 
which of the foods they had learnt about 
from the demonstrator, and after a couple 
of hours started eating either food at ran- 
dom. Normal mice, by contrast, stuck to 
eating the one about which they knew. 

A recent refinement of knockout tech- 
nology (so-called *targeted knockouts", in 
which a particular gene is not eliminated 
completely from the animal, but is 
switched off selectively in particular parts 
of the body) has enabled Dr Wilson to con- 
firm the involvement of a second molecu- 
lar system in the formation of long-term 
memory. The gene in question is for a re- 
ceptor protein known as NMDA, whose role 
Is to detect a neurotransmitter called gluta- 
mate. These two molecules play a part in a 
process known as long-term potentiation, 
which results in changes in the pattern of 
synapses, and has therefore been suspected 
as being critical to the formation of long- 
term memories. 

As predicted, a mouse that lacks NMDA 
on the nerve cells of its hippocampus be- 
haves as it would if the hippocampus had 
been destroyed. It is unable to learn its way 
around a new environment—and its nerve 
cells never start to fire together, either with- 
in the new environment, or over the follow- 
ing night. 

Meanwhile, Jerry Yin, a biologist at 
Cold Spring Harbour Laboratory 
on Long Island, has built on the 
CREB observations using fruit 
flies. In these animals (which, al- 
though they do not have hippo- 
campuses, also seem to rely on 
CREB to form long-term memo- 
ries) he has been able to do the re- 
verse of Dr Kogan's and Dr Silva's 
experiment, by increasing the 
amount of CREB produced, 
rather than reducing it. 

When the amount of activator 
CREB is increased, the brain’s re- 
luctance to create long-term 
memory from cramming is abol- 
ished. This is thought by Dr Yin to 
be one reason why coffee is an ef- 
fective memory enhancer—for 
coffee contains a compound 
called rolipram, which inhibits 
the action of blocker CREB, leav- 
ing the activator CREB unhin- 
dered. It also means that the anti- 
cramming mechanism is not 
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merely a deficiency in the way that brains 
are put together, but seems to be a delib- 
erate feature, as the evolutionary explana- 
tion predicts. 

As expected, when the amount of 
blocker CREB is increased, it has the same 
sort of effect as knocking out activator 
CREB—inducing forgetfulness of the kind 
seen in Dr Kogan's mice. But such forgetful- 
ness occurs naturally, too. It is well known 
that as animals age, they tend to become 
more scatter-brained. According to Eric 
Kandel, a biologist at Columbia University 
in New York, this is also related to CREB. He 
argues that "benign senescent forget- 
fulness"—as opposed to severe dementias 
such as Alzheimers—is in part a result of 
deterioration in the production of acti- 
vator CRER. In the light of this, the observa- 
tion from a recent study that middle-aged 
people drink twice as much coffee as every- 
one else is tantalisingly suggestive. 

But coffee is a blunt instrument, and as 
every addict knows, not without side ef- 
fects. Dr Kandel hopes to be able to find a 
more precise concoction to offset the de- 
cline of cREB in middle age, and thereby 
find a treatment for forgetfulness. He and 
his colleagues are currently testing their 
candidates on forgetful middle-aged mice. 
The results are preliminary but encourag- 
ing: in simple tests of spatial memory, the 
mice are able to retain information as well 
as if they were fresh-whiskered pups. 

Whether such a drug would also have a 
memory-enhancing effect on young ani- 
mals with normal memories is not clear, 
though there seems no obvious reason why 
it should not. Whether it would be desir- 
able for young animals to take it ifit did isa 
different question. For if, as Dr Kandel and 
his colleagues have suggested, one of the 
functions of blocker CREB is to prevent the 





over-proliferation of memory, then it may 
be risky to fiddle with cres in the young. 

That is because if memories were made 
too vivid and retentive, it might become 
harder to learn new things. Since the 
strength of a memory seems to depend on 
the strength of connections between 
groups of nerve cells, the infuriating fal- 
libility of memory may be a necessary con- 
sequence of retaining the ability to over- 
write what you know when you discover 
that it is no longer correct. Ted Abel, a biolo- 
gist at the University of Pennsylvania, sug- 
gests that one of the reasons why blocker 
CREB evolved is that it is disadvantageous, 
in evolutionary terms, for memories to be 
too robust. 


Gone but not forgotten 


Unlearning—or in technical terms, “extin- 
guishing"—a memory can sometimes be 
even harder than learning it in the first 
place. Who, for example, has not had to 
fight the impulse to call a new lover by the 
wrong name? 

According to Joseph LeDoux, a neuro- 
scientist at New York University, one of the 
associations that is particularly difficult to 
unlearn is fear. In mammals, fear is learnt 
using a part of the brain called the amyg- 
dala. Someone who has had his amygdala 
removed (for example, for the treatment of 
epilepsy) becomes immune to fear con- 
ditioning, such as the ringing of a bell fol- 
lowed by an electric shock. 

Intact laboratory rats conditioned in 
this way will (unsurprisingly) react fearfully 
to the ringing of the bell, regardless of 
whether the electric shock follows. Or at 
least, they will for a while. If, after the con- 
ditioning, the bell rings but the electric 
shock fails to follow, the rats will gradually 
learn that the connection no longer ob- 
tains. They will then cease to react 
fearfully when they hear the 
bell—as long, that is, as they feel 
relaxed. Apply stress, such as an- 
other alarming situation, and 
they will revert to their previous 
response, even if they have not 
felt a shock for months. 

Dr LeDoux reckons that the 
difficulty in overwriting estab- 
lished neural circuits is one rea- 
son why phobias are so difficult 
to cure. Even after apparently suc- 
cessful treatment, fearful memo- 
ries lurk deep within the brain. 
When the victim of a phobia 
comes under stress, that stress 
somehow reactivates the old 
pathways, and the terrifying 
memories come to life once 
again. Perhaps finding a key that 
opens every room in the memory 
palace might not be such a good 
idea after all. 
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Deconsecrating Gandhi 


Does fashionable muckraking about modern India's founding heroes say 
more about them or about India's disappointment with itself? 


CC A T THIS supremely dangerous mo- 
ment in history wrote Arnold 
Toynbee in the shadow of Soviet and Amer- 
ican nuclear weapons, “the only salvation 
for mankind is the Indian way.” His faith in 
India was once as commonplace as his de- 
spair over the superpowers. Unlike the 
United States and the Soviet Union, India 
was founded by genuine saints: Mohandas 
Gandhi, who broke the British empire with 
hunger strikes and a spinning wheel, and 
Jawaharlal Nehru, the first prime minister, 
who made democracy, socialism, religious 
tolerance and non-alignment the pillars of 
the new state. Westerners from E.M. Forster 
to the Beatles trooped to India for decades 
in search of virtues they could not find at 
home. While Gandhi and Nehru were alive, 
it seemed possible to believe that India 
would be great because she was good. 

Alas, the dream of greatness proved har- 
dier than dedication to goodness. The 
bloody partition that carved Islamic Paki- 
stan out of Hindu-dominated India was 
the first and greatest insult to Nehru's sect- 
blind creed. Over the next half century the 
affronts to that and other ideals hardly 
ceased. Nehru's daughter, Indira Gandhi, 
temporarily assumed dictatorial powers in 
1975. It was she who injected into main- 
stream politics the notion that "Indian" 
and “Hindu” were synonyms, an idea that 
animates the current ruling party, the 
Bharatiya Janata Party (B]P) Economic 
planning and non-alignment, Nehru's 
other two axioms, were finally demolished 
along with the Berlin Wall. And now India 
has exploded a nuclear bomb, making its 
neighbourhood the likeliest venue on earth 
for a war of mass destruction. The tremors 
at the Rajasthan testing ground must have 
set Toynbee spinning. 

Much Indian writing about India 
dwells today on the gulf between the vision 
of its founders and what their country has 
become—not that Gandhi and Nehru had 
the same vision: Gandhi had no use for in- 
dustrialisation or the state, both of which 
the westernised Nehru thought indispens- 
able. Some of that writing is celebratory or 
defiant; much of it finds fault with the 
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founders, and some looks wistfully back to 
an age of relative innocence and wonders 
how it can be relived. 

Iconoclasm is one of the more fashion- 
able voices. A more cynical age seems to de- 
mand a steelier look at India's founding 
saints, especially Mohandas Gandhi, the 
ideal freedom-fighter, perhaps, but cer- 
tainly not the model husband or father. 
Gandhi expected his long-suffering 
wife and children to be as self-de- 
nying as he was, an illiberal 
trait that is a central theme of a 
spate of recent works about the 
Mahatma ("great soul"). A play 
by Ajit Dalvi, "Mahatma v 
Gandhi", focuses on Gandhi's 
troubled relationship with his 
eldest son, Harilal, who boozed, 
whored and converted to Islam; a 
biography of his wife, Kasturba, writ- 
ten by their grandson, recounts Gan- 
dhi's sudden vow of chastity 
at the age of 37, an early 
example of many un- 




















sought sacrifices heaped upon her. 

Yogesh Chadha's new biography, pub- 
lished last year by John Wiley, purports to 
"rescue the man from the myth" with the 
aid of tales from the Gandhi household. 
This kind of domestic muckraking is never 
difficult, whoever the subject. Gandhi him- 
self confessed that “I have a strain of cruelty 
in me... such that people force themselves 
to do things, even to attempt impossible 
things, in order to please me.” He threat- 
ened to evict his wife from the house for re- 
fusing to clean an untouchable’s chamber 
pot and temporarily disowned his son, 
Harilal, for marrying without his permis- 
sion. Mr Chadha gives us both the heroism 
and the cruelty, but, in a book that reads 
more like chronology than biography, fails 
to give either its due weight. 

Such myth-smudging seems 
inevitably beside the point. 
Revisionism is unlikely to 
rob Gandhi of what made 
him unique: his refusal to 
conceive of indepen- 
dence as the mere re- 
covery of the stolen na- 
tional property of 
sovereignty, though it 
was also that. In the 
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midst of the struggle Gandhi was fasting to 
the point of death to stop untouchability 
from being enshrined in the constitution; 
obliging officials in the Indian National 
Congress to spin cloth for half an hour a 
day to show their commitment to cottage 
industry and the eradication of caste dis- 
tinction in dress; and bending over back- 
wards to make common cause with the 
Muslim minority—distractions at best to 
any nationalist not consumed as Gandhi 
was by the question of what sort of nation 
would an independent India be. 

Much as they differed, Gandhi and 
Nehru both had answers that bade India to 
be at once various and singular, to celebrate 
the invasions and conversions that left it a 
jumble of languages and religions. To 
Nehru India was “an ancient palimpsest 
on which layer upon layer of thought and 
reverie had been inscribed, and yet no suc- 
ceeding layer had completely hid- 
den ... what had been written previously.” 

Almost at once, though, the sordid and 
the ordinary claimed their places. "The In- 
sider" (Viking India), a novel by a former 
prime minister, P.V. Narasimha Rao, makes 
it clear that self-seeking and venality were 
the order of the day in Indian politics right 
from the first days of Pandit Nehru's en- 
lightened rule. The main interest in this 
clunky, semi-fictional tale is the apparent 
contrast between the hero, an incorruptible 
socialist, and the author, who as prime 
minister gave India its first real dose of free- 
market reform in the early 1990s but left of- 
fice amidst scandal. 

A far better guide to India's fall from 
grace is Sunil Khilnani's bracing study, 
"The Idea of India" (Penguin; £7.99). Mr 
Khilnani pins much ofthe blame on Indira 
Gandhi, who promoted a populist brand of 
democracy that ended up inciting castes, 
states and religious groups against each 
other. One piece of shrapnel killed her—she 
was assassinated by her own Sikh body- 
guards in 1984; another destroyed the 
Babri Masjid mosque eight years later, an 
act of religious vandalism by Hindu fanat- 
ics, blessed by the BJP. 

And now the Bjp heads the government. 
It has softened in office, it is true, and may 
anyway not last long atop a fractious 13- 
party coalition. Yet its election in February 
heralds the arrival of a dark horse in the 
idea-of-India stakes, one largely unnoticed 
behind the Gandhian and Nehruvian en- 
tries. The BjP's India is not non-aligned but 
a power in its own right, with the nuclear 
bombs to prove it. In its rainbow of cultures 
one—Hindutva, "Hinduness"—is unmis- 
takably the strongest. It is an India that can 
even find a warm spot for Nathuram 
Godse, who killed Gandhi in 1948 in a rage 
at his insistence that India honour a debt to 
Pakistan while the two countries were at 
war. "This is Nathuram Godse Speaking", a 
play based on the assassin's trial self-de- 
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fence, drew such crowds recently in Bom- 
bay that a nervous BJP persuaded the state 
government of Maharashtra to ban it. 

To many thoughtful Indians, the idea of 
their country embracing an armed-to-the- 
teeth chauvinism seems both banal and ap- 
palling. To Arundhati Roy, who wrote the 
bestselling novel, "The God of Small 
Things", that threat marks "The End of 
Imagination", the title of her lament this 


month in Frontline, a fortnightly maga- 
zine. "The air is thick with ugliness," she 
writes, "and theres the unmistakable 
stench of fascism on the breeze." That is in- 
deed alarming, if true. But against it there 
are hopeful signs: the decrepitude of the 
BJP's government suggests that India's mul- 
titudes are not willing to accept Hindutva 
orany other mono-vision. There may be life 
yet in the Indian way. 





Summer festivals 


As good as it gets 


EDINBURGH 


OR a month each summer Edinburgh 

houses the biggest concentration any- 
where of high artistic endeavour, diverse 
entertainment and playful eccentricity. 
The Edinburgh Festival started in the dis- 
mal days after the second world war as an 
optimistic gesture. The aim was nothing 
less than to help to restore morale and civil- 
ity to Europe by bringing together the best 
music and theatre that could be found. 
That sounds piously put, 
but the idea was a good 
one, and it succeeded so 
well that over the next 50 
years more and more activ- 
ities contributed to the Ed- 
inburgh aura. 

It includes a military 
tattoo of unshakeable pop- 
ularity and festivals of jazz, 
film, television and books. 
Then there is the enormous 
anarchic Fringe of theatre, 
music, comedy and just ab- 
out anything imaginable. 
Since the Fringe is a free- 
for-all open to anyone who 
can stand the competition, 
it ranges from the brilliant 
to the unspeakable. 

Part of the fascination 
of Edinburgh in August is 
that you never know what 
to expect. Because of the 
sheer scale of the Fringe— 
(an estimated 16,000 or 
more performances com- 
pared with the 170 of the 
“official” festival—it tends 
to overshadow the rest. BBC2 adds to the 
confusion by its Fringe-focused coverage, 
presented by Mark Lamarr, a jokey, pop- 
minded commentator ill at ease with high 
art. Still, the best new plays are to be found 
on the Fringe, usually in the Traverse The- 
atre, such as the highly praised “Perfect 
Days” by the Glasgow poet, Lez Lockhead. 

At festival time, Edinburgh would be 
worth a visit for the art exhibitions alone. In 
the centenary year of his birth, several are 





Overwhelming 


devoted to one of the most accomplished 
Scottish painters of the century, William 
Gillies. The largest of these exhibitions is in 
the Royal Scottish Academy. Gillies was a 
prolific painter of many styles and if you 
saw only the Matisses, Braques and Bon- 
nards he painted, you might write him off 
as a gifted pasticheur. But in his landscapes 
he created a personal vision of the Scottish 
countryside. Next door the National Gal- 
lery of Scotland mounted a 
scholarly show of Roman 
Baroque sculpture and de- 
sign in the age of Bernini, 
to mark the 400th year of 
his birth; and the Scottish 
National Portrait Gallery 
put on a sumptuous exhi- 
bition devoted to the circle 
around the romantic fig- 
ure of the Winter Queen, 
Elizabeth of Bohemia. 
Pleasant as all these 
side activities are, success 
depends in the end on the 
vitality of the official festi- 
val Unlike the Fringe, 
there is nothing accidental 
about it. From the begin- 
ning it has always been 
highly selective and de- 
manding of the highest 
standards. Since Brian 
McMaster took over as the 
festival's director in 1991 
the programmes have 
more than ever had the im- 
print of a controlling judg- 
ment that knows exactly 
what it wants. This year was no exception. 
There were many themes: the link be- 
tween Schiller and Verdi, the complete 
songs of Hugo Wolf, the choreography of 
Hans van Manen, the music of Smetana 
and of Pierre Boulez, and the Scottish harp 
in all its forms. The list sounds didactic, as 
if programmers were saying: come to Edin- 
burgh to enjoy yourself, but above all to 
learn. Yet the festival seems to know its au- 
dience. There are study days, lunch-time 
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talks and meetings with artists where the 
back-and-forth with festival-goers reveals a 
high degree of intellectual curiosity. 

The festival also demands more than 
the repetition of great performances from 
elsewhere. It requires the creation of new 
experiences, such as bringing distin- 
guished directors from other countries to 
work with British theatre companies, or the 
performance of works which demand ex- 
ceptional resources, such as the epic 
"Grande Messe des Morts" by Berlioz with 
which this year's festival began. 

Four of the Verdi operas heard at Edin- 
burgh this year were based on plays by 
Friedrich Schiller: “The Robbers”, “Don 
Carlos”, “The Maid of Orleans” and “Pas- 
sion and Politics”. All eight works—plays 
and operas taken together—were in the pro- 
gramme, the plays in translations by Rob- 
ert David MacDonald, a Scottish play- 
wright. The idea of parallel presentation 
was inspired. Schiller, like Verdi, was a ro- 
mantic patriot with liberal ideals. His 
plays, like Verdi’s profoundest operas, 
blend history and national myth, statecraft 
and love. Not that the two forms produce 
identical results, which is why the compari- 
son was intriguing: what as operas the 
plays lost in psychological sublety and ar- 
gumentative content, they gained in emo- 
tional force. 

That was especially true in a powerful 
revival of the Royal Opera’s 1996 produc- 
tion of “Don Carlos”, conducted by Ber- 
nard Haitink, in superb form despite re- 
cent heart surgery. The sets of this high 
drama at the court of Philip II were disap- 
pointing. But the orchestra and singers 
were magnificent, particularly Karita 
Mattila as Elisabetta de Valois and Thomas 
Hampson as Rodrigo. 

Similarities stood out also between the 
16th-century Spanish "Life is a Dream" by 
Pedro Calderon de la Barca and Schiller's 
"The Robbers". Both are about rebellion 
and both veer between emotional outburst 
and rational exposition. Each has contem- 
porary relevance. The Calderon play was 
also translated by a Scot, John Clifford. 

Was national liberty in theair for politi- 
cal reasons? Next year Scotland will em- 
bark on its biggest constitutional change in 
nearly 300 years. There was no explicit allu- 
sion to this in the festival programme, un- 
less you count Smetana's celebration of 
Czech independence in his opera “Libuse”. 
But, in the setting, it was hard to listen to 
Verdi, the composer of Italy’s Risorgi- 
mento, without thinking of English and 
Scottish politics. More was made of devolu- 
tion on the Fringe and at the book fair. Per- 
haps next year’s festival will again revive 
David Lindsay's great 16th-century play, 
"Ane Satire of the Thrie Estaites", which 
warns the parliamentarians to live up to 


popular expectations. 
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British poets 


Giving back 
his youth 


THE Hippen WoRpswoRrH. By Kenneth 
Johnston. Norton; 965 pages; $45; £30 


VEN in his lifetime, William Words- 

worth's public image was that of the ul- 
timate nature poet, wandering lonely as a 
cloud, gazing benignly at daffodils and 
small children, at home only in the Lake 
District—the patron saint of the Cumbrian 
tourist industry. This blandly arcadian pic- 
ture did not always inspire respect. 
Robert Browning accused Words- 
worth of betraying his youthful 
ideals and one Victorian satirist 
compared the great man to "an old 
half-witted sheep". Academic critics, 
more recently, have aimed historical 
scholarship at the sentimental im- 
ages of Wordsworth, pointing out, 
for example, that Tintern Abbey, the 
site ofone ofhis most famous hymns 
to nature, was in fact swarming with 
beggars and just up the hill from the 
local iron works. 

What is special about this new 
study from Kenneth Johnston, pro- 
fessor of English at Indiana Univer- 
sity, is that it focuses on Words- 
worth's youth, revealing him to have 
begun his career as a more glamor- 
ous, sexier and much less conserva- 
tive figure than he later became. It 
thrusts Wordsworth back into the 
confusing, gritty and dangerous po- 
litical and social culture of Europe in 
the age of the French revolution and 
the Napoleonic wars. 

If anyone is responsible for the 
dulling-down of Wordsworth's repu- 
tation it must in the end be the poet 
himself. He was above all a self-cre- 
ator, inventor of his own personal 
myth. Enshrined in his later years as the re- 
vered patriarch of the literary establish- 
ment, he developed a habit of downplay- 
ing to the point of suppression what he 
called his "juvenile errors", much as, in the 
past century, youthful flirtations with com- 
munism or fascism have often become a 
source of middle-aged embarrassment. 
Sanitising his past was, in fact, a necessary 
act of self-protection for Wordsworth: 
many ofhis contemporaries found their ca- 
reers blighted for good by their early com- 
mitment to revolutionary ideals. 

Some of Wordsworth’s most famous 
lines—“Bliss was it in that dawn to be 
alive/But to be young was very heaven!"— 
voice the genuine excitement with which 
he greeted the French Revolution. Yet he 
did not publish them during his lifetime. 





MOREOVER 


Even as a private document, the “Pre- 
lude"—that vast autobiographical epic 
from which these lines are drawn—is in- 
genuously selective in its analysis of what 
made the youthful poet tick. As Mr John- 
ston’s painstakingly detailed account 
slowly reveals, Wordsworth’s search for his 
political identity was a messy business, 
mixed up with sex, money, friendship and 
deep emotion—areas which his maturer 
self was less than comfortable exposing. 
Although Wordsworth never mentions 
it in the “Prelude”, the “bliss” that he ex- 
perienced on his visit to France in the 1790s 
may have had as much to do with the secret 
love affair he was conducting at the time 
with Annette Vallon, a vivacious royalist 


CU — to 
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But he wasn't always like this 


who bore him an illegitimate daughter, as 
with his enthusiasm for the republican 
ideals which fired such contemporaries as 
Mary Wollstonecraft. “Bliss” and “heaven” 
were, Mr Johnston shows, standard terms 
in Wordsworth's erotic nomenclature. 
Later on, as a political hack in London, 
Wordsworth did ally himself with English 
Jacobins such as Wollstonecraft's future 
husband William Godwin, but his ap- 
proach to politics was hardly dictated by 
dispassionate Godwinian rationalism. 

Mr Johnston's most extraordinary dis- 
covery reveals the young Wordsworth not 
as an idealistic outsider but as someone 
very much caught up in the dirty machina- 
tions ofa country at war: he offers evidence 
that, during a tour of Germany with his sis- 
ter Dorothy in the late 1790s, Wordsworth 
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was acting as a paid courier or low-level spy 
on behalf of the British government. What 
prompted this turnaround from radical 
rebel to counter-revolutionary agent will 
probably never be known for sure. Did it 
stem from patriotic conviction? Did he feel 
himself trapped into co-operating as a 
means of proving his anti-Jacobin creden- 
tials to a suspicious and conservative estab- 
lishment? Was he in it for the money? He 
had earlier been an uninhibited legacy- 
hunter, expediently making friends with a 
dying but wealthy young man. 

There is probably an element of truth in 
all three suggestions, for the Wordsworth 
who emerges from this portrait is a contra- 
dictory human being whose motives are 


rarely pure and never simple. Weighing in 
at almost 1,000 pages, but taking its subject 
only up to the age of 36, the book shows by 
its sheer length how much incident, com- 
plexity and controversy are crowded into 
the first half of his long life. Thirty-six, by 
coincidence, is the age Byron was when he 
died. Alhough Mr Johnston paints Words- 
worth as a flawed character, he also re- 
claims him as a swashbuckling young Ro- 
mantic in the Byronic mode. 

Had he died young, he would indeed 
have been remembered as a Byron or a 
Shelley. Living on into elderly respectabil- 
ity dave him the opportunity to rewrite his 
past, creating a pressing need for literary ar- 
cheologists such as Kenneth Johnston. 





British authors 


Dean of satire 


JONATHAN Swirr. By Victoria Glendinning. Hutchinson; 320 pages; £20 


ORN in Ireland into an English Protes- 

tant family in 1667, Jonathan Swift 
was educated at Kilkenny School and Trin- 
ity College, and spent his last 30 years in 
Dublin as dean of St Patrick's cathedral, dy- 
ing in 1745. In the intervening period, he 
came and went between England and 
Ireland, moving in England in politi- 
cal and literary circles, and in Ireland 
more among cronies. The author of 
“Gullivers Travels” never went 
abroad, and he never officially mar- 
ried. Known as, possibly, the greatest 
prose satirist in English, his life and 
person are as interesting as his work, 
and so when Victoria Glendinning as- 
sures the reader “that by keeping com- 
pany with Jonathan Swift, you are not 
wasting your time”, she is right. 

Swift's was an odd childhood. His 
father died before he was born, and 
his mother was often absent. Very 
much part of the dominant Protestant 
society in Dublin, he fled Ireland after 
the Catholic James II tried to reclaim 
it. He took up a post in England with 
an influential diplomat and man of 
letters, Sir William Temple, a relation 
of his mother's. Here he gained a taste 
for being at the centre of things. He 
also developed his skill as a writer 
("proper words in proper places") and 
met the eight-year-old Esther Johnson, 
known by him and by posterity as 
Stella. 

His political influence reached its 
height in the second half of Queen Anne's 
reign when he was employed by the Tory 
government leaders, the Earl of Oxford and 
Viscount Bolingbroke, to propound the 
Tory cause. Spin-doctoring seems the 
wrong word to use for the 18th century, but 
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Miss Glendinning does venture the term. 
He showed himself a mordant editorialist 
with far-reaching influence. It was at this 
time too that he became a friend of Pope, 
Arbuthnot and Gay, but their congenial lit- 
erary gatherings in coffee houses were all 





Mightier than the sword 


too brief before he returned finally to Ire- 
land, after the demise of the Tories. 

Swift's attitude to Ireland was as para- 
doxical as much else in his life. He claimed 
to hate it and yet was deeply involved, as is 
shown by two tracts. The first is the 


uniquely unsettling *A Modest Proposal", 
which sought to solve the problem of Irish 
poverty and famine by eating the chil- 
dren—“a most delicious, nourishing and 
wholesome food, whether stewed, baked or 
boiled." The second, “The Drapier's Let- 
ters", blocked England's imposition on Ire- 
land of that cheapskate copper coinage, 
Wood's Halfpence. 

Swifts written works fill many vol- 
umes, and his verbal agility is second to 
none. But he is best remembered for *Gulli- 
ver's Travels"—one of those strange, fanci- 
ful English works that are also universal. 
What child, or adult, can forget the giants of 
Brobdingnag, the tiny folk of Lilliput, the 
Houyhnhms, and to what extent are we all 
Yahoos? Its craziness, its humour, its quirks 
and reverses of scale, its spring of imagina- 
tion and its morality have some indefin- 
able resonance in the general psyche. Miss 
Glendinning seeks its parallels by way of 
Rabelais through Lewis Carroll to Mary 
Norton's “The Borrowers”. She even finds 
an echo—ofGulliver as well as Swifts much 
discussed scatological writing—in Goya 
and in the films of Quentin Tarantino. 

Her aim was not “a full and responsible 
biography", more a portrait or "character". 
She paints Swift with a modern brush and 
brings her usual intelligent eye to bear on 
her subject. She emphasises physical de- 

tails—what gentlemen's wigs were like, 
just how dirty people and places were, 
Swift's height and weight, what driv- 
ing from London to Windsor was actu- 
ally like. 

She is, like her predecessors, fasci- 
nated by his love life; by the nature of 
his relationship with Stella above all, 
but also with Vanessa (Hester Van- 
homrigh). He was very close to both, 
lived with neither, and possibly mar- 
ried Stella in a ceremony in a garden. 
Miss Glendinning thinks that some 
kind of wedding did take place. He 
treated both with a teasing that could 
verge on the sadistic. He could not re- 
turn Vanessa's overwhelming love, but 
the conundrum of his enduring love 
for Stella, which appeared not to result 
in union, remains. To the various the- 
ories about this—that he was impo- 
tent, or gay, that it was a matter of class 
that kept them apart, that he did not 
have enough money—Miss Glen- 
dinning adds another, incest. Stella 
could have been the daughter of Sir 
William Temple and Temple's sister, 
Martha Giffard; Swift could, just possi- 
bly, have been the son of Temple's fa- 
ther, Sir John Temple. 

Swift is such a creature of paradox. His 
prose was like himself, by turns savage, tidy, 
playful and ironic. He was a curious genius, 
and Miss Glendinning makes him good 
company across the centuries. 
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Dorothy West 





. cessful fruit and vegetable busi- 








T Pink and gold. Butter- 
nut. Creamy olive. Copper- 
coloured. Ebony. Velvet. Bronze. 
High yella. Most others in the 
Negro Renaissance of the 1920s 
wrote about the black proletar- 
iat. Dorothy West, the longest 
surviving member of that Har- 
lem-centred movement, was 
more interested in the black 
bourgeoisie and their self-de- 
structive obsession with such 
graduations of skin colour. 

A product of the Girls’ Latin 
School, where she polished her 
rich Boston accent, Miss West 
herself belonged to the black up- 
per-middle class that she wrote 
about. Her father had been born 
into slavery, but by the time she 
was growing up he had a suc- 


ness. Her family lived in an ele- 
gant house in Boston and were 
among the first blacks to have a 
holiday home in Martha's Vine- 
yard. This made them oddities, 
and her mother prepared the 
children in her extended family 
for the curiosity she knew they 
would attract. “As she marched 
us down our front stairs, she 
would say what our smiles were 
on tiptoe to hear, ‘Come on, chil- 
dren, let’s go out and drive the 
white folks crazy’.” 

A prize-winning essay, “The 
Typewriter”, published when 
she was just 19, won Miss West 
entry into the radical black literary set. Harlem was then the 
most vibrant spot in America. In its speakeasies celebrities 
danced the nights away to the music of the likes of Willie (the 
Lion) Smith, Fats Waller and Duke Ellington, and its “New Ne- 


| gro” poets, novelists and dramatists, the mockingly self-styled 


niggerati, were the literary rage. Young Miss West, of course. 
found the bohemian life thrilling. 


A flashy start but a strong finish 


She toured with a bit part in DuBose Heyward’s play “Porgy”. 
She stayed with the Paul Robesons in London. She sparred with 
Sergei Eisenstein on a film set in Moscow. She drank herself silly 
everywhere. But, in truth, she was just a hanger-on of the black 
literary crowd. The others tolerated the presence, and preten- 
sions, of “the kid” mainly because she was the friend, and per- 
haps the lover, of Countee Cullen and Langston Hughes, though 


| she did win a small degree of fame in her own right in the 1930s 


as a founder of two short-lived magazines that championed 
black writers: Challenge and, together with Richard Wright, 
New Challenge. 

Yet it is her reputation that seems set to endure. The poetry of 
Langston Hughes and Countee Cullen is still read and admired. 
But the work of most of the other New Negro writers is by now 





Dorothy West, a patrician black writer, died 
on August 16th, aged 91 


lacked conviction. They came 
from or were educated into the 


breathe life into the proletarian 
characters they created. 


tha’s Vineyard in 1947, where 
she lived amid her own sort of 
people for the next 50 years and 
wrote two sharp and wise novels 
about them. The first, “The Liv- 
ing is Easy”, came out in 1948. 
Plans to serialise it were 
dropped by the Ladies’ Home 
Journal when the magazine's 
circulation department warned 
that a readership survey showed 
extracts might cause southerners 
to cancel their subscriptions. 
Her second novel, and her 
masterpiece, “The Wedding”, 
was not published until 1995. 
Miss West started work on it in 
the 1950s but lost her will to 


of the Black Panthers in the 
1960s. “I hated them!” she said. 
“I wanted to write about people 


tious. But people like him were 
anathema to the Black Panthers, 


tims.” It was, she recalled, a time 
of great foolishness. She hated 
white bigots just as much, call- 
ing them “white trash”, “crack- 
ers" and "peckerwoods", but 
also said, "Nobody understands 
a black person better than an emancipated white southerner.” 

She was finally coaxed into completing "The Wedding" by 
Jacqueline Kennedy Onassis, then a book editor as well as a 
neighbour on Martha's Vineyard. When the novel was at last 
published in 1995, shortly after Mrs Onassis's death and dedi- 
cated to her memory, Miss West found herself suddenly famous. 
Oprah Winfrey decided to turn the story into a mini-series. It 
soared to the top of bestseller lists and Hillary Clinton described 
Miss West, at her 90th birthday party, as “a national treasure". 

Miss West's message was still controversial but now publish- 
able. Colour, she believed, was far less important than class: 
good manners, a good education and what she old-fashionedly 
called good breeding could conquer racism. 

Subtly and sensitively put, this is the underlying argument in 
“The Wedding”, which is set in a community of upper-crust 
blacks on Martha’s Vineyard and presents miscegenation in a 
favourable light. The obsession of the novel’s characters with de- 
grees of skin colour, or the lack thereof, threatens to force the 
heroine, a near-white black, to call offher planned marriage toa 
white jazz musician and instead to encourage the crude ad- 
vances of a nut-brown man with three daughters. Miss West's 
lifelong message comes through in her heroine's parting 
thought: “Colour was a false distinction; love was not.” 


long forgotten. Their writing | 


middle class and could not | 


complete it with the emergence | 


like my father, who were ambi- 











Miss West returned to Mar- | 











who said all black people are vic- | 
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2 The Oxford 
Advanced 


gement 
Programme 


Presents a global overview of the business enterprise and its strategic challenges. Oxford's 
four-week AMP provides a unique opportunity to stand back and pursue your own learning 
agenda, assisted by a top class team of individual tutors and in the company of some of the 
most international and high calibre senior executives. 
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A full range of distance learning programmes is available. 


Freephone 0800 374024 (UK only) foran 1 information aer 
pack (24 hr) or +44 (0) 1203 422422 to speak to a 
Consultant, l | 
RDI FREEPOST (EC98) CV2472 Coventry 
Fax +44 (0) 1203 422423 ex 
email: LUMC @ie.ac.uk NL 
http;//www.le.ac.uk/lumc/ ^ o 

Management Centre | 


p Promoting excellence in Univereity teaching and research 
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F vini the Dose for, International Development is the channel for British Government 
untries of Central and Eastern Europe and Central Asia. The KHF provides support to these 
rds a market economy and pluralist democracy. 









Credit of US$5 million for a Rural Finance Project to Moldova to develop and test a co- operative ` 
ld efficiently provide financial services to small private farmers and rural entrepreneurs, In order tò 
roject would establish Savings and Credit Associations (SCA) and train their members with assistance | 

fiance (MMA), create a regulatory body for SCAs, strengthen the Rural Finance Corporation * 
dit line to SCAs. | 


y of the SCAs will be run by the following individuals: Director; Deputy Director/Chief Budget - 
t Union Regulation Adviser, you will work with them to in setting up the state regulatory. body: i 























nt state regulatory Lon of SCAs; 
i of staff and management of the body; 
idential rules for SCAs; 

ute and appropriate by-laws; 

auditing standards; 
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EE i n 
Se ig programme for examiners and accountants 

p d the state regulatory body through budget funds, contributions by the SCAs, or a NA o! 

P id knowledge of lending and project financing of credit union or similar institutions coupled: wit S 
un n of credit unions. 

un i Moldovan nationals. 

Ss z 

Xu | possible and last for approximately 18 months. You will be based in Moldova for a period of 3 
S isits of approximately one week for the subsequent 15 months. 










tion form, please write to Contract Officer, Ref No CNTR 98 547 S PE E, 
esham Road, East Kilbride, Glasgow G75 8EA or telephone 01355 843472. 


: 11 September 1998. 


if equal opportunities and applications for this post are sought from both men and women. 
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| DEGREES BY Lm | (PAN EUROPEAN LEGAL 
TRAINING PROJECT 
MANAGER - CHINA 


International Consultancy organisation | 
| r seeks a Project Manager to reside in 
Lr FOV ti a or to anae age eini 
| | assistance, training and exchange 
12 RUE i programmes for Chinesé and European 
al t lawyers. The successful candidate will 
have extensive experience of EU 
funded training projects, preferably in 
China. Some legal knowledge, Chinese 
language ability and country experience 
would be an advantage. Extensive 
travel around China will be expected. 
Candidates from continental Europe 
would be particularly welcome. 


Replies, with CV, should be sent by fax 


































ve tong univectitius wore (neg many wey a 

A atertend) Atlas one noi (ETE) Project. ETE ds a Piaget: Mangere : 
“oF guavas permanent experts + supporting staff) aiming at managing the 
Sector Development. Programme to support the Tunisian en ter 


in need of restructuring and upgrading. 


















We are seeking a qualified candidate to fill the post of PROJE 
DIRECTOR. The ideal candidate should possess a deep knowk 
the whole SME system and related supporting institutions. I 
should have a proven experience (minimum 15. years) 

implementation of private sector and industrial develc 
strategies. He/she should have professional experien 
administrative and financial management of T. A. project: 

personal drive and motivation. Fluency in spoken and writ Y 
is a must. Lue 

























15, 28009 Madrid (Spain) 
1176 | Fax: +34 91 401 0673] 
: Emas f aliseda @ correo.comi 





RA errem memes tartara AR od n T — 


Interested candidates should send their CV ASAP to: 















Wenige orn eremi atrii Am rmn maa rs Rt Nn Mor m Angie NE t rrr reme rn ny patata ttr Ain ere d 


(0181-770-9184) | 
iade or e-mail (calas(compuserve.com) ; $ 
aalik a r | erie | STEM- VCR. Se Fax: icin vail Enel stem. ver 
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ScHOOL OF EUROPEAN STUDIES - SUSSEX EUROPEAN INSTITUTE 


Senior Lecturer / Reader (Ref 432) 
& Lecturer (Ref 433) (Fixed-term) 


The Sussex European Institute intends to expand its core team by 


| making two appointments, one at a senior level. One will be in the field of 


European political integration, and the other in an area of social science, 


| law or contemporary history relevant to SEFs programme of | 
postgraduate teaching and research. Both posts involve contributions to 

the management of SEl's activities. The senior post will initially be for | | 
| 5 years, and the junior post for 3 years, to start by 1 January 1999. 


Salary in the range: £30,496 to £34,464 per annum for the Senior l 


Lecturer / Reader post, and £16,655 to £21,815 (Grade A) or £22,726 


to £29,048 (Grade B} per annum for the Lecturer post, depending 
i on experience and. qualifications. Closing date for applications: | 
od. Monday 21 September 1998. 
4 Application forms and further particulars are available from and | 
^ should be returned to Sarah Marshall, Staffing Services Office, 
| Sussex House, University of Sussex, Falmer, Brighton BN1 9RH. 
“Yel: (01273) 678202 E-mail: S.A.Marshali@sussex.ac.uk. 


An Equal Opportunity Employer 


Energy 
Adviser 


Britain's Department for International Development's 
office in India (DFID India) is working in partnership 
with the Government of India and State Governments 
to support an expanding portfolio of power sector 
reform and energy efficiency programmes. India is one 
of Britain's major aid partners with an annual 
programme of approximately £100m covering a range 
of projects and sectoral activities aimed at promoting 
growth and the elimination of poverty. Support to the 
indian energy sector is designed to improve the supply 
and efficiency of energy usage, including through radical 
reform of the state electricity sector in three states 
involving ‘unbundling’ and the creation of an 
independent regulatory regime. The aim is to improve 
access to power by all sections of the community, 
promote economic growth and free up State 
Government budgets for increased social sector 
spending, thus contributing to DFID's overall purpose 
of eliminating poverty. 


Closing date for receipt of completed applications is 
iS September 1998, 

For further details and application form, please write to 
Appointments Officer, Ref No AH304/3C/BG/MSOT/TE, 
Abercrombie House, Eaglesham Road, East Kilbride, 
Glasgow G75 8EA, stating Ref No AH304/3C/MSOI 
clearly on your envelope, or telephone 01355 843597. 
DFID is committed to a policy of equal opportunities 
and applications for this post are sought from both 
men and women. 


Department for 
international 
Development 
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| Executive earning $50K- 500K-. Career dus into, wi [or ou 
Asia/Europe/U.S.7 A new position is Paid E you think! E cree d 
| www,CareerPath.co.uk 
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The train of success is departing - 
but where's your ticket? 


| nq 

i At Resume Broadcast international your ticket is but a phone a i 
l 
| 


our services can prove invaluable to you. We are available 24 hours 


Tel. (909) 866-4213, Fax: 
4102224. 3306@compuserve.com. 


(909) 866-4244 or 


Resume Broadcast international 

PO BOX 2892, Big Bear Lake, California CAS2315, USA. 
Tak +1 (909) 866 4213, Fax: +1 (909) 866 4244 

Email: 102224 3306 @compuserve.com 


Resume 
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Y. POMA 
| L. Uf ermational 


DFID India wish to appoint a well qualified and experienced 
professional for its newly established multi-disciplinary Energy Group 


based in Delhi. The Energy Policy Adviser will contribute to developing 


DFID's strategic approaches in relation to its India energy sector work; 
collaborate with Indian partner states, the central government, non- 
government institutions and aid agencies to develop energy projects 
and programmes which contribute to the achievement of DFID's 
country strategy objectives: participate in the policy dialogue on 
reform issues with the Indian authorities at national, state and utility 
level; provide economic and financial advisory inputs to new energy 
sector projects at key stages of project identification, design, appraisal: 
and negotiation; and contribute to the monitoring and evaluation of 
energy projects under implementation. 

Qualifications 

This is a challenging post offering the opportunity of in-depth 
involvement in a vital sector of the Indian economy. The successful 
candidate will ideally have a combination of qualities including 
qualifications and extensive experience in economics and/or finance; 
wide experience of working on power sector. regulatory issues, 
preferably in the context of structural reform, and of handling 
institutional development issues in a context of change; and strong 
communications skills. Experience of working in Asia would be an 
advantage. You must be able to work as part of a multi-disciplinary 
team. 


Terms of appointment 


The appointment will be on contractual terms for an. initial period of 
three years, An attractive remuneration. package is available forthe — 
right candidate, depending on qualifications and experience. The post is 
Delhi based, but will involve a significant. amount oft vel w within 








Applicants should either be nationals of Member S orm 
European Economic Area (EEA), or Commonwealth citizens ho! 
an established right of abode and the Hir s to work i in the United . 
Kingdom. 











away. Let our expert staff custom tailor your international job search. 
If you are a 40* year old senior executive earning $100K* annually | 


a day, 7 days a week, so why wait another minute? Contact us at |: 
E-mail: 















' countries retailing 
'URNISHINGS 
3 ACCESSORIES. 
.KETING AGENTS 
usiness in — 
EECE, TURKEY 
nquiries to 
Fax + 27 21 448 7057 or 


| Head Offic | 
K) Fax + 44 11 79 872722 


European 


teserve Bank 


iNew is seeking ex penrienced Economic Analysts 
to join its Development Studies and Foreign Research function (DSFR). 


The Federal Reserve Bank of New OF 


DSFR contributes to policy at the New York Fed by providing senior management 
. with comprehensive and timely analyses of events and issues in emerging market 
countries. DSFR analysts monitor and assess macroeconomic policy and country 
- risk issues in an assigned portfolio of countries, interface with a broad range of 


:Ẹ external contacts in the financial and official community, and provide written 
cp and oral briefings to senior management for discussions on emerging markets- 
|. related matters with domestic and foreign financial institutions, foreign central 
^c]: banks and international financial institutions. DSFR analysts also prepare country 
. |] risk papers for the Interagency Country Exposure Review Committee, an 


> interagency committee of federal bank supervisors that assesses the cross-border 


a i exposure of US. banks. 


< Requirements include: an M.A. or Ph.D. in Economics, Public Policy or Finance, 


. |. with strong training or experience in international economics; demonstrated 

| analytical and research skills, including experience analyzing macroeconomic 

|: policy issues and political developments in emerging market countries; strong 

.l oral and written communication skills, including excellent presentation and 

-F interpersonal skills. Computer literacy a must. Foreign language skills, familiarity 
|] with country risk analysis, and regional expertise is highly desirable. 


c E Applicants must apply and be approved for security clearance fróm the U.S, 
Fo government and be eligible to work in the U.S. on a multi-year basis, for other 


| than practical training purposes. 


Please mail your resume, writing sample and transcripts, with 
Salary requirements, to: Placement Services Staff, Attn: 
EM/MGJ, Federal Reserve Bank of New York, 59 Maiden 
‘Lane, 39th Floor, New York, NY 10038-4502. FRBNY 
values and is committed to a diverse workforce. We can only 
reply to candidates under consideration. To learn more about 
us, we invite you to visit our website at: http:// 
www.ny.frb.org 


CONOMIST AUGUST 29TH. 1998 


Senior International Professionals — 


Booz Allen & Hamilton Inc. is seeking experienced technical leaders Tor long snd. sko 
overseas assignments to help manage and develop our rapidly expanding global po 
donor-funded technical assistance projects in the areas of trade, investment, 1 


development, privatization and associated legal and re 


include: 


gulatory reforms. Minimum: requireme 


BA/BS degree 


An advanced degree in business, law, economics or other relevant disciplines 5007 


> or more years experience in implementing USAID or other donor-Tubded projec 


Demonstrated ability to develop and effectively communicate techiical si 
complex problems ad 
Strong senior management, leadership, and diplomatic skills a 
in-depth regional knowledge developed through overseas professional exper 
Fluency in at least one foreign language E 


For immediate consideration please fax your curriculum vitae tor E : 
Dept: 4029, Attn: Alicia Mallaney, fax 4 (703) 902-3022, ar mail t 


8283 Greensboro Drive, McLean, VA 22102, or e-mail to: mallaney alicia 


facilities and absolute objectivity, MITRE delive: 

and solutions for issues of national importance. A 
profit, long-term partner of the Department of Defense 
and the Federal Aviation Administration, 

breakthrough projects, the kind you won’ 


find anywhere in the private 
sector. 


4l e following positions 
. Reston, VA: 


Acts as senior analyst for program involved with the National Polar-Orbiting 
Operational Satellite System; performs systern/program life cycle cost, financial 
and risk analyses; develops necessary methodologies; assesses cost impact of 
contractor design trade studies; builds/adapts cost models and other tools. Also 
participates in Cost as an Independent Variable implementation. Experience 
must include parametric cost models (USCM-7, PRICE, SEER), space systems 
hardware and knowledge of DoD system acquisition/budgeting processes and 
estimating techniques, High level of PC skills a must. 


ECONOMIC/BUSINESS ANALYSTS - 
Staff/Lead Staff/Senior Staff 

Responsible for developing skills and tools in applied economics, cost analysis and 
process analysis, work breakdown structures, spreadsheet-based cost models, 
benchmarking research; reengineering strategy plans and workflow simulations; 
performing acquisition-related and risk management analysis; developing busi- 
ness arrangements; and assessing program risk. Provides support to acquisition 
strategy developmentipianning and creating of procurement packages. Must be 
able to integrate needs of DoD with telecommunications and information 
technology. Requires degree in Economics, Business, Math or Operations 
Research required and 5 year's’ related experience. Familiarity with cost estima- 
tion and ability to collect and synthesize complex data essential. 


Additional requirements for Lead Staff: background in process modeling, - 
{0 years’ experience and minimum of a Master's degree. Must have understand. - 
ing of LT. and products associated with Federal Agencies, ability to use dynamic | 
and/or static modeling tools essential to develop EDAC skills in areas of tradeoff. 
analyses, process modeling and applied economics. Poo E 


ial requi or Senior Staff: proven team leadership abilities; 
MS in Engineering, B r Public Administration; 10 years’ related expe 
ence, including managing QA functions on acquisition projects, drafting docu- 
mentation, analyzing program needs. e ae os 
Your talent can help define the future. To learn more about our organization atid 
current career opportunities available at our locations in Bedford, MA, McLean, - 
VA, Eatontown, Nj and San Diego, CA, see our website or send/fax your resume 
to: The MITRE Corporation, Dept. CE/Eco, P.O. Box 857, Bedford, MA 
01730. Fax: 888-42MITRE. E-mail: jobs@mitre.org 


Applicants may have to meet eligibility requirements to ensure protection of 
classified or other regulated information, and may be subject ro a security 
clearance. 


The MITRE Corporation is an equal opportunity/affirmative action employer and 
is committed to diversity in our workplace. | 


Solutions That Make A Difference 
Www.mitre.ors . 














eporters 


Competitive package 


London & Europe 


|. financial 
-financia 


Dow Jones Newswires is a world leading realtime 
information provider, supplying news and 
| data to the international business community. 
Continuing expansion has resulted in the need for a 

number of reporters to cover key financial centres 


i n: throughout Europe. 

|. Fixed-Income Reporters 

.- We are looking for two reporters to cover the German and 
o French fixed-income markets from Frankfurt and Paris 


fespectively. You will have at least two years’ reporting 


- experience of the financial markets and will preferably 


have covered European capital markets. Proficiency in 


|. either French or German is essential whilst knowledge of 
.. fixecHincome derivatives markets is desirable, 


Ratings Reporter 


We also have an opening for a London based ratings 


reporter to cover credit ratings and news analysis. You 
will have basic reporting or editing experience, preferably 


— whilst deal ing Wi ith ‘the e European c ei 


Reporters 2s 

We are also looking for reporters in several Euro 
cities, specifically Stockholm and Brussels. Whe 
covering Money, Equities, Energy or Commoditie: 

will have a proven interest in the business world ar 
government. You will also have at least two year 
reporting experience, preferably with realtime. new 
services and ideally covering business and/or financi 
markets. Fluent written English skills and a proficien: 
in the language of the country where the position. is 
based are required. og 


To apply please send your CV, including your current salary 
details, to Kate Dempster, Assistant Human Resources - 
Officer, Dow Jones, 10 Fleet Place, London EC4M "TW. a 





The Ministry of Health, State of Bahrain has a workforce of over 6,500 and is responsible for providing quality 
health care services to the citizens of the country through its hospitals, maternity and health centres. Salmaniya. 
Medical Complex with its peripheries is the biggest, ultra modern and most prestigious teaching hospital with 1000 
beds. It is affiliated to the College of Medicine and Medical Sciences located in the same complex. 


Chief - Plans and Progr 





Responsible for directing, providing guidance and for the overall supervision of the development 
of the strategic plans and programmes. This will include the assessment of economic feasibility 
and the review and evaluation of Ministry of Health corporate performance. 


You should have either a Masters Degree in Economics, or a related field, and at least 4 years 
experience in corporate planning, or a Bachelors degree with 5 years' experience, 


Health Programme Planner 


Responsible for developing and monitoring the implementation of strategic plans and 


programmes in line with the current Ministry of Health mission. 


You should have either a Masters Degree in Economics, or a related field, and at least 2 years' 
experience in corporate planning, or a Bachelors degree with 3 years' experience. 


These senior positions within the Office of Plans and Programmes will suit highly motivated candidates who 
would enjoy the challenge of enhancing the standard of patient care. 


For both these positions an attractive tax free salary will be offered, negotiable dependent upon qualifications and e | 


experience. The initial contract will be for two years, renewable annually thereafter on mutual. agreemiet 
include furnished accommodation, 42 calendar days vacation, family airfares and medical coverage. Regular working 
hours are between 0700 hours and 1415 hours, five days a week. | : Ex 


| training ind experience Ars eR with the zddresses of at jeast three oe n réletées t to: Directo 
& Employee HOuMaR S Civil service Bureau, PO Box 1066, Manama, Bahrain (Arabia Gulf). : 





| Ministry of of Heath 
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MARKET 
- INFORMATION 


^ The Hom 


making m 
Currently 
developm 
excepuon 
and oilseec 
range of pi 
This role i 
experience 
that you're 


fo or a pola with a natural fair for analysis who has broad experience of project 
vand communicate grain market news from around the world. It is crucial that vou have | 
i, as vou'll be liaising with a broad range of people from government departments and the grai 


hat your work has the widest possible impact, vour analysis will be distributed t through our 
werner products, and presentations made to industry, 


ition so we need an agricultural economics graduate/or similar. Ideally, vou will also have 


ket/policy analy sis. We re on the verge of launching a new range of products so it is essential 
nder pressure and. are familiar with spreads heets, databases and word processor packages 


(Microsoft © are interested in your economic skills, we are equally looking for the ability to proactively market 
Our produc ent needs of our levy- oe! ing stakeholders. 


ialist/Sociologist, responsible for: socio- 

new investment projects; involvement of 

works; development of farmer organisa- 

tions/WUAS: selections and monitoring. of social contractors (e.g, NGOs) for so- 
cial mobilisation; oe poro leadership and training to the Consor- 


RATES TO THE Ws. 
.|France.... | isf 
"Germany . . 2c | NewWorld users - 


Jtaly...... ^ a E Now earn 20% by 


Netherlands. : SM gar dite 
Switzerland..26e| . ‘ering a friend 
Brazil.......63€. Numerous Special Services Included | 


| Malaysia pane 49€] - No Extra Charge - 


. Call: 201 287. 8400 Fax: 201.287.8434 


“In the U.K. Call: 4.171.360.5037 Fax: 44.171.360.5036 
: economist@newworldtele.com http:// www.newworldtele.com » 
Business to Business agents welcome ' 
201-287.8400 


PEVECOMHEATORTIONS m 


i462 TEANECK ROAD + SUITE 114 + TEANECK, NEW JERSEY - G7666 + USA 


(OMIST AUGUST 29TH 1998 


























PUBLISH YOUR WORK | 


ALL SUBJECTS CONSIDERED:| 
Fiction, non fiction, Biography, Religious, 
Poetry, Childrens, 
























CHOOSE FROM A SELECTION Or BEAUTIFULLY. TH 
APPOINTED STUDIO AND ONE BEDROOM 
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Our Traveler's Litigation 

























T AUTHORS WORLD-WIDE INVITED. 
Bag is made with our : WRITE OR SEND YOUR MANUSCRIPT TO-- Bg booger zee T 
Flexible Unwreckable'" MINERVA PRESS E-Mail: I reines co : 


! 2 OLD BROMPTON RD. LONDON SW7 3DQ. 
frame to double as your | | 


laptop bag. Inside the 
19" bag, our Insiders" 
| dividers protect your 
y laptop and organize A4 
P and letter-size papers 

i vertically side by side mak- 
ing space for an extra shirt. Our 22" 
bag (che largest carry-on size) holds your laptop, letter- 
size folders and binders vertically side by side, ad two 
shirts, and a suit wrinkle-free (in our Suitfolder). We make 
hard-working travel goods for frequent business es 
and sell direct to you. Please call for our free catalog. 


Walnut or black leather 19x 13x 8'$795. 22x 14x 8" $1,050. 


P 





PRACTITIONERS AND TRAINERS — 
An International Practitioners’ Workshop for those who want 
the best in training or to be the best trainers. Exercises, cases, 
games, simulations, syndicates, books, lectures and Internet - 

24th - 25th October - Edinburgh Business School 

Fee: £375 * vat (not incl. accommodation). 
Details: Professor Gavin Kennedy, Negotiate Ltd 
Fax: [*44](0) 131 445 7572 or www.negotiate.co.uk 
E-mail: gavin@neg1 .demon.co.uk 


& CANADA IM IMMIGRATION # | 


i Let our exclusive group of former Visa Officers, with over 35 years |. 
| experience, provide expert assistance and guidance to your 
immigration process, Applications professionally and confidentially’ 
prepared. Our money-back guarantee is your assurance of success. 
Best Government owned and administered Investor Funds available: 
Specialists for skilled workers, businessmen and investors. 


OIC CONFRATERNITY CANADA LTD, 

823-409 GRANVILLE ST. VANCOUVER, BC, CANADA, V6C 1T2 
TEL: (604) 669 0389 FAX: (604) 669 3905 

INTERNET:- www.our-website.com E-MAIL -passportiinfoserve.net 
































GLASER DESIGNS 


TRAVEL GOODS MAKERS 
32 OTIS ST. SAN FRANCISCO, CA 94103 


PHONE 415-552-3188 FAX 415-431-3999 
TOLL FREE d ap) ECON@GLASERDESIGNS.COM 















Save 30-70% dn International Calis 












‘Justice rated #1 in 


1997 international 
Telecammurnicatians Association, 


kallback: "eye 


e No Deposit « Instant Activation 
e No Miminum © Ideal for Home, Office, 
e No Set Up Fees Hotels and Mabile Phones 











Business, residential, 
and cellular savings. 






Earn Free air travel with 
WorldMiles program. 











loin the prestigious 
lustice Agent program. 


“Callers get dependable, high-quality service" | | A 







-The international Herald Tribune 


Tel: 1.206.599.1992 • Fax: 1.206.599.1982 
417 Second Avenue West * Seattle, WA 98119 USA 
www.kallback.com « e-mail: info € kallback.com 















Super Low International 
Telephone Rates! 


To the To the 
From: Us: UK: 





It’s "p hat | vu re e eoa for. 
Mention this ad for a — up honus, Agent inquiries welcome, 
















" France 21«4 ALL COUNTRIES IN r 
(sena pore E e A 18 "n EUROPE - EAST & NORTH AFRICA | [^ 

riety ni) Sa E LLLI E Lu dE Lo LM AM | MIDDLE EAST - FAR EAST/PACIFIC | | 
Switzerland ! 25 NAIROBI AND TOKYO TOP PRIORITIES — | 


Are you thorough, efficient and reliable? | 
If yes, you reside in one of these regions | | 
and are interested in occasional - 


rr remm tnnt rmm reir ntm nurses ore rnb a e tt te Pa sonent i rv etaed 


eleven eset termed rennes antenne ti n tente 





sometimes ongoing - business S 
| assignments in your country please fax. f 
letter + CV with a guide to daily income f- 
expectations, We are a UK based 
international marketing & RENDANT | | 
company. Pe te 
- FAX: UK 44-1727-638090- aed q 2o Em 





E 1 a ey 

“ax: 1 (212) 629-3269 

Great rates köm the U. S.  maxinfo(? maxtelecom.net 
1 (800) 965-1645 | | 
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FREE CASH GRA ege. DELAWARE (USA) 
Scholarships. Busines | bills. edule dit a 
Never Repay. Toll Free 3-800-218- | Specials dlawore 

9000 Ext. G-4265 US Only. 





GOV'T FORECLOSED ‘Women: from 
pennies on $1. Delinquent ax, 
Repo's, REO's. Your Are | 
(1) 800-218-9000 Ext. 
current listings. — 







Serviced RR: offering Best Value f lor bere 
Unbeatabie location. in South Kensington. 

2 person apartment from £70 per night 

4 person a partment from £115 per night 










Soard Commended 
~ | ASHBURN GARDEN APARTMENTS 
| 3 Ashburn Gardens, London SW? 4DG. UK, 
Tek ++ 44 171 370 2663 
Fax: ++ 44 171 S706749 








We specialise in finc 
properties which allow 
visa, and our asociate 









dou, phone s ae 00 BELIZE 
UA TT401 SW 40 Í CITIZENSHIP & PASSPORT 


Miami, Fi td ee 2 : 
us ] | Confidential Service Direct From Belize 


FULLY LEGAL PROGRAMME 
Generous Visa Free Travel 












IMMIGRATION TO 
Canadian Immigratio 
prepare Visa application and 


job search for prospective immigrants. | |, oe 
Very reasonable fees. Leonard | Belize Passport Consultants Ltd. 


Simcoe, Ref. E, 1255 Laird Blvd... 944 Orchid Garden, P.O. Box 165 
#208, Mt, Royal, Quebec, Canada | Belmopan, BELIZE 
H3P 2TI. Fax (514) 739 0795. | Tel: + 501 8 22759 
Emaii: 76143.2031 @compuserve.com | Fax: + 501 8 23785 
| ' comune Government License 981001 
kde Si TOR OD 











From U5$45, 000. inclusive 



















FINANCIAL ADVISORS | E 
SAVE CL to | fe» 

50% ps BANK LOANS! | Uu Offshore 
w/COLLATERAL LOANS | Banks 
PAY INTEREST ONLY. : J Formation 

ENROLL INOUR 

TRAINING PROGRAM. 
ERIC A. KLEIN,ATTY. 


INTERNATIONAL DEVELOPING 
ENTERPRISES AGENCY (IDEA) 


PHONE: (212) 751-0800 
FAX: (212) 688-4442 (24 HRS) 
e-mail:pangiobQaol.com 

















OFFSHORE COMPANIES 
TAX PLANNING — — 
TRUSTS 


since 1977, The ICSL Group has specialised in advising on the use of offshore 
companies and trusts to achieve personal and carporate tax savings. 


INTERNATIONAL TAX PLANNING 
We can provide innovative solutions to your complex tax problems. I 
We can assist you in setting up and managing a structure to help yeu achieve 
i substantial tax savings. i 













To receive our explanatory booklet on offshore and international tax 
planning and trusts or to arrange a discussion, all free of obligation or 
charge, please contact your most convenient ICSL office, Alternatively, 
visit our Web Site at http www. ICSL. com. 
HONG KONG - Simon Hanley _ LONDON ~- Peyman Zia 
Yer +852 25421177 Fax +852 2545 0550 tet +44 171493 4244 fox t44 171 491 0605 
Email hKkOICSL.com Emai: UKGICSL com 
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WORLD WIDE 


No. 1 OFFSHORE 
COMPANY AND 
TAX PLANNING 
SPECIALISTS 


Since 1975 our worldwide staff of 

275  multi-disciplined 
professionals including lawyers, 
chartered accountants, chartered 
secretaries, and bankers have 
provided confidential and cost 
effective company formation in all 
the major low tax areas. 


€ BAHAMAS 

© BELIZE 

€ BV ISLANDS 

€ DELAWARE LLC 
@ GIBRALTAR 

@ HONG KONG 


© HUNGARY 
@ IRELAND 


@ ISLE OF MAN 
© JERSEY 


€ MADEIRA 


© MAURITIUS 
@ NEVIS 
@ SEYCHELLES 


b. 


| LUXEMBOURG 


Tat 


Other Jurisdictions & Offshore Banks | 
Available on Request | 
- EVELINE KARLS 
Tet: +352 224 286 Fax: «352 224 287 
FINLAND - JENNY KOMPULAINEN 
| Tei +358 9 6069 2569 Fax: 4358 9 6069 2505 
HUNGARY - LASZLO KISS BSc (Econ) | 
Tet «36 1351 9959 Fax: «36 1 351 9958 
CYPRUS - CHRISTODOULOS VASSILIADES 


Attorney-at-Law 


Tek: «357 2 473211 FAX: +357 2 463463 
SINGAPORE - DIANA BEAN 
Tei +65 535 3382 Fax: «65 535 3991 
HONG KONG - RAYMOND CHOI 


MBA MLIA (Dip) 


Tet 4852 25220172 Fax: «852 25211190 
SHANGHAI - BART DEKKER itm 
Tel +86 21 8248 4355 Fax: «886 21 6248 1421 
USA WEST COAST - AICS Ltd 
KEVIN MIRECKI Atromsy.at-Law 
1e: «1714 854 3344 Fax: +t 


For Immediate Service & our Free 110 
Page Colour Brochure Contact: 


ISLE OF MAN - C W FORSTER 
OVERSEAS COMPANY 
REGISTRATION AGENTS LTD 
| PO Box 55, Ramsey, 
Isle of Man, Great Britain, M99 AEE 
E-mail: economistGworld-mail.com 
TEL: +44 1624 815544 
FAX: +44 1624 817080 
LONDON - RICHARD COOK, Bse 
^44 171 355 1096 Fax. 444 171 493 4973 
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| OUTPUT. DEMAND AND JOBS Dutch Gp grew by 0.7% in 3 “in 

its year-on-year growth to 3.4%, after 4.3% in the year to the first quarter. The volume of retail 
| sales continues to contract in Japan, falling by 3.8% in the 12 months to June. France's retail- 
| sales volume grew by 5.2% in the year to June and Canada's by 6.1% in the year to May. 












































j "échange at annual rate The Economist poll Industrial Retail sales Unemployment 
GDP GDPforecasts , Production — (volume) — %rate 

3mths! year 1998 1999. 3mthst 1year — Jyear — latest yearago 
Australia 4 53 4490 +30 + 28 +65 +420 +28 Q2 B83 87 
| Austria — na «420! +28 +28 -136 + 25 Mar + 51 Aw 4S? — 45.- 
| Belgium A SR 4 46.01 «€28 427 na + 4.3 ut +46 Mar 129 u 137 — 
|. en — ai «186 +22 (13 942 02m 330m 624 72. 
| Can “+37 +380 +33 +28 +62 *25Mw — *61 My — 844 — 90. 
;jBemak —— -12 $370: +29 «28 86 «419m — 07 km , 659 —080- 
E +23 +340 +29 +28 +81 +63 My — 4 52 un 118 im 126 
| | +39 +380 +26 +28 -38 +09 un - 314 un — 1094 116 | 
| [SN e -04 +25 Q 421 428 -07 +42 wo 13M — 120 m Mi 
| Ja -b3 237 0j. 5 14 4 05 -189 - 75 un  - 38 00 43 n 34 __ 
| Nel £28 * 34 Q2 +36 +34 +03 +35 un — * 16 Ax — 42 um 57. 
| se £37 +37 438 +38 +32 +55 May — m — 3188 w* 210. 
Sweden +t 78 + 41 +28 +30 -07 +47 May — * 23 un — 8.0 et 
Switzerland — « 19 +2401 419 «20 ma 4103 Q* +29 ww 35% 50 
|| United States +14 +3592 +33 +23 -04 *18)4 ^ «76 u — 45 u — 49. 


" “Not seasonally adjusted. Taverage of latest 3 months compared with average of previous 3 months, at annual rate. $New series. §Aprdun: claimant court 
Po fate 4796 in July. * *May-jul. 





PRICES AND WAGES Canada’s 12-month rate of consumer-price inflation remained at 

| 1096 in July. Danish consumer-price inflation edged up to 1.8% in the year to July, but pro- 
-|. ducer prices fell 0.5%. German workers received a pay increase of 1.7% in the 12 months to 
. | June;a real rise of 0.5%. 








| change at annual rate The Economist poll 

















` b Consumer prices* consumer prices forecast Producer prices* Wages/earnings 
|  aimthst tyer 1998 1999  3mths? 1year — — 3mthsí 1year 
(| Australia £214 *07qQ  *-11 *22 *»13 »11q — «05 +289 — 
| Austria a OS — *12 *15 — -17 OR m m 
| Belgium £31 2 10 + 14 AIT o +01 «O1 My — 33 *230 — 
| Ban | . 1545 €«95 M... 3 T 28. LLCL09. EOS Oe OU M 
| Canada — — 5. 19 » 10 — € 13 *18 — -04 -03 ^ aT + 09 May 
| Denmark —— +25 + 18 420 +26 . 1-04 -O5 mM + 3.1 + 39 No" 
France +09 +08 wi +10 +15 - 20 - 07 hn +18 + 24 Apr 
. Germany +24 +09 ul tit +16 -40 -20 du —— ha dun 
hh —— ie ee (18 127 — — Ue 04A. E 
Japan +20 +01 Xn +03 -02 +17 -03m n -02J 
. Netherlands - 11 20M 422 +25 -34 -09 Xn +24 +28 Xn | 
Spain +19 +22 +20 _ +25 -12 -02 jun Ue 2 429.4 
hdd  — a 10547 (UE 1. 21 102. — (38. 127 M. 
Switzerland — ni 014g +02 +09 - tt — -45 ie ma +05 19 
| United States +23 +i? +17 +26 +04 -O3 Wt 439 +42 wh 





: "Not seasonally adjusted. ‘Average of latest 3 months compared with average of previous 3 months, at annual rate. **New series. 
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BMIBUSINESS CONFIDENCE The world's 
business folk are starting to seem nervous 
about prospects. According to Dun & 
. Bradstreet's latest survey of sales expecta- 
- tions, the number who expect sales to in- 
-| -crease in the third quarter still exceeds the 
-f number who expect sales to fall, by 41 per- 
-centage points. But that figure is well 
“down from a 53 percentage-point major- 
ity of optimists over pessimists in the 
| fourth quarter of 1997. Unsurprisingly, 
confidence is lowest in Asia: there are 
more pessimists than optimists in both Ja- 
-pan and Hong Kong. However in Hong 
.. Kong, there are now more optimists than 
there were during the last quarter. Busi- 
| ness confidence has fallen in four of the 
| six European countries shown in the 
i chart; it has risen slightly in America. 
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biggest exporters. But the funds’ sell-off 
also reflects gloom over the world econ- 
omy. Demand for dollar-traded sugar in 


emerging markets is falling as economies | 
contract and currencies slide. Russia, the |. 
biggest importer, is unlikely to need more 





sugar this year. Hopes of big Chinese im- 
ports have faded after a record crop. Prices 





IMMODITYPRICEINDEX | - 
5 ite sugar fell | - 
this week to its lowest for over ten yearsin | < 
London, after selling by investment funds 
and European Union producers. Sugar | 
prices have been drifting lower after” 
record crops in Brazil and the Eu, the two 


eir diia ient mite apice AFP rin marier ene y atem 
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are unlikely to recover soon: barring bad | 


weather, output is set to exceed demand 
again in 1998-99, by some 4m tonnes. 








1990-100 % change on 
Aug 18th — Aug 25th* one one 

E eee nee: month year 

Dollar index 

Ali items 890 890 - 23 -213 

Food . 1021 10013 - 23 ~195 

industrials ——— a 

All 776-783 -23 -233 
Nat 923 26 -10 -184 
Metas 687 696 -34 -269 
Sterling index 
All items. 98.2 95.9  - 16 ~226 
Fod 127 104 - 16 -208 
industrials — 

All 856 852 -~ 16 -245 
Nfa? ^^ 1018 1009 - 02 -196 
Metus — 759 758 - 26 -280 
SDR index m 
All items 914 911 - 18 -190 
Food 1049 1037 ~ 18 -171 
industrias SS uS 
AL 79.7 80.1 - 18 -210 
Nfa 948 949 ~ 04 -160 
. Metals 76 .— | 712 - 28  -24J 
Gid 
$ per oz 285.25 233.15 ~ 26 -123 
Crude oil North Sea Brent i ~ Mod 
$ per barrel — 12.18 12.60 = 43 -310 


5mEE—XM———M—ÓÓ yaana iiA na 


* Provisional. | Non-food agriculturals. 
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Share price indices EET eon i o. 1 C — S ie 
1998 one one record Dec 31st 1997 

Aug 26th high low week year high in local in $ 

currency terms 

Australia 2,608.0 28814 2,5249 13 - 07 EE. w= OS -123 
Austria 1,2547 16286 . 1,2457 - 97 - 74 -28 - 31 - 36 
Belgium 3,3508 . 3,6321 2,405.0 ~ 35 +43.1 PUES 384 +377 
Britain 55454 6179.0 X 50688 - 26 +13.0 z «88 + 74 
Canada 6,171.5 78223 6,1715 =: 52 = 75 -2411 -= 79 - 15.5 
Denmark 6742 778.8 659.5 - 27 + 79 -134 - - 63 - 08 
France 2,5037 2,799.7 1,873 ! - 46 +327 SIDA  — ET +278 
Germany 52316 61714 40873 - 65 +30.9 152 — 4 281 +22.5 
Italy 1,448.0 16544 1,053.2 - 44 $8355 —12358 - 4. 375 +36.3 
Japan 14,8660 17,2643 14,6644 - 35 - 194 -618 - 26 -124 
Netherlands 1,133.6 1,315.6 892.0 - $5 +249 -138 + 241 4234 
Spain 809 2 947.6 632 6 - 93 £399  -146 + 279 +27.1 
Sweden 3,411.2 3,955.6 2,8531! - 48 * 100 -138 + 137 + 83 
Switzerland 7,2124 84120 6,0621 - th *333 hA 3154. «ites 
United States 85234 9.3380 7,5804 = 20 + 95 - 87 + 78 + 78 
World * 1,016.3 1,143.0 896.5 - 28 $790 — eth. 4 -&5 + 85 


*Morgan Stanley Capital international index includes above markets and eight others, in dollar terms 





markets. Yields fell to new lows: on 30-year American Treasuries to 5.43%, and on ten-year 

















Money supply* Interest rates % p.a. (Aug 26th 1998) 
% rise on year ago over- 3-mth money market banks bond yields Eurocurrency 
narrow broad latest — year ago prime gov't! corporate 3mths bonds 
Australia +10.3 +55 wn 5.02 5.23 4.85 875 568 631 5.50 5.47 
Austria #22 #13 hn 337 3.60 3.45 650 443 na na 573 
um £36 +51 Ap 341 3.48 3.66 725 452 5.85 348 405 — 
Britain +58 4100u 7.56 7.69 7.25 850 549 6.02 764 5.97 
Canada 4115 +48 wi 465 4.89 3.16 650 569 634 5.16 — 5.51 
Denmark na 437 jun 475 4.50 3.65 675 426 7.17 484 475 
France 4102 451 n 338 3.46 3.35 655 433 471 348 3.92 
Germany +50 442 ut 3.38 3.50 324 490 423 429 347 393 
Italy +85 41125 5.06 4.88 6.81 788 470 5.01 483 427 
Japan 483 435) 039 0.61 0.48 163 #139 123 039 0.90 
Netherlands — «731 +74 Ap 263 3.34 3.39 525 437 480 338 388 
Spain 4114 417 n 457 4.33 5.33 700 46! 492 439 412 
Sweden na *28 wu 437 4.81 4.20 443 483 530 460 478 
Switzerland +56 +08 un 175 1.75 1.44 375 284 325 1277 2.30 
United States «06 +93 m 556 5 50 5.55 850 519  668'* 559 514 


Ten-year bond rates (United States 30-year 5.4396, Japan No.182 1.1196). **August 24th 


*Narrow: M1 except Britain MO, broad. M2 or M3 except Britain M4. Sources: Banco Ambroveneto, Banco Bilbao Vizcaya, Belgian Bankers’ Assn, Chase 
Manhattan, CA IB Investment Bank, Commerzbank, Crédit Lyonnais, Credit Suisse First Boston, Den Danske, Deutsche, Generale, J.P. Morgan, Paribas, Royal 
Bank of Canada, SE-Banken, Svenska Handelsbanken, WEFA Group, Westpac, Datastream/AC V. Rates cannot be construed as banks’ offers 
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B GOVERNMENT-BOND YIELDS At 
5.5%, ten-year British government bonds 
have one of the highest nominal yields of 
the countries shown in the chart. But real 
yields are the second-lowest, at 1.9%, be- 
cause Britain has the highest annual infla- 
tion rate (3.5%). “Real” yields are, strictly, 
nominal yields less expected inflation. But 
expectations of inflation are hard to mea- 
sure, so the chart uses the latest 12-month 
inflation rates instead. In most rich coun- 
tries, both real and nominal yields have 
fallen sharply over the past year. Nominal 
yields on American Treasury bonds have 
fallen to 5.2% from 6.4% a year ago. Real 
yields have declined from 4.0% to 3.5%. 








TRADE, EXCHANGE RATES AND RESERVES Britain's visible-trade deficit widened again, to $27 billion in the year to June. The Austra- 
lian dollar fell toa record low of 1.74 against the American dollar; its trade-weighted value slipped 3.4% in the week to August 26th. In trade- 


weighted terms, the Swedish krona fell 1.4% over the same period; sterling rose 1.4%. 

















Trade balance*, Sbn Currentaccount,$bn Exchange rate Currency units per $ 

latest latest 12 latest 12 mths trade-weighted* Aug 26th year ago per 

month months Aug 26th = year ago - c £ 
Australia - 049 nn - 24 - 146 QI 78.9 936 1.74 1.35 2.85 
Austria - 129 Q155 - 49 - 32 Mey 1034 102.1 12.7 130 208 
Belgium + 087 jan + 116 + 135 Mar 102.7 101.6 373 38.3 610 
Britain -237» -270 - 0201 105.8 1019 0.61 0.63 3 
Canada +105 un +123 - 120 76.2 84.4 1.56 1.39 2.55 
Denmark + 0.07 May + 30 + 051 106.1 103.9 6.88 7.06 11.26 
France +250 un +294 + 397 May 106.2 1043 6.06 6.24 991 
German * 541 un + 735 + 23 dn 104.4 102 5 1.81 1.85 2.96 
Italy + 2.74 Ma + 269 + 30.5 Mar 76.1 759 1,783 1,806 2,918 
Japan + 967 jun «116.1 *111.2 Jun 108.1 1303. os 118 237 
Netherlands + 1.13 May55 + 162 + 22.1 Q4 1001 ^ 1010 204 209 3.33 
Spain - 160 Ma - 193 + 7.1 May 771 766 TUNE. AS 251 
Sweden +152 un +174 + 5.5 May 82.1 853 833 8.08 13.6 
Switzerland + 0.13 Apr + 02 + 21101 106.2 105.2 150 1.52 2.46 
United States -20.92 Jun — -2197 -165.4 Q! 115.8 105.7 aae a 1.64 





Currency units Foreign reserves? $bn 
per per per latest year ago 
DM ecu euro$ 
0.96 1.91 1.94 14.8 jun 197 
7 04 13.9 13.9 19.8 Jun 20.6 
206 40.7 40.7 19.7 iun 16.8 
0.34 0.67 0.68 30.1 Mar 35.2 
0.86 1.71 1.72 19.8 Jun 21.1 
3.81 752 7.55 16.7 Jun 16.7 
3.35 6.62 6.61 36.5 Apr 30.2 

- 1.97 1.97 79.8 jun 80.8 
987 1,948 1,953 46.7 iun 422 
80.0 158 156 205.8 Ma, 2206 
1.13 2.23 2.22 22.8 iun 27.1 
849 168 168 67.2 jun 63.4 
461 9.10 9.12 12.7 iun 143 
0.83 1.64 1.63 34.8 jun 350 
0.55 109 110 60.1 un 568 





* Australia, Britain, France, Canada, Japan and United States imports fob, exports fob. All others cif/fob. * 1990«100, Bank of England. (Excluding gold, IMF definibon 
SForward rates for delivery January 1st 1999, calculated by J.P. Morgan §§Not seasonally adjusted 
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EMERGING-MARKET IN DICATORS 





M BIG BUSINESS  Telebras, Brazil's re- 
cently privatised telecoms network, is the 
largest company quoted on an emerging 
stockmarket outside Hong Kong and Sin- 
gapore. Despite the continuing collapse in 
Brazilian share prices, Telebrass market 
capitalisation of $28.9 billion remains 
much bigger than second-placed Telmex, 
Mexico's telecoms company, which has a 
stockmarket value of $18.5 billion. Tai- 
wan's Cathay Life Insurance ranks third, at 


$12.3 billion. Telebras accounts for 32% of | 


the value of the Sao Paulo market, a shade 
less than the 33.8% of the Buenos Aires 
market accounted for by YPF, Argentina’s 
oil giant. Eight of the top 25 companies are 
Taiwanese; Taipei is now the biggest 
emerging stockmarket, with a market cap- 
italisation of $119 billion. Because of the 
rouble's fall and the slump in Russian 
share prices, no Russian company features 
in the top 25. 


Mork capaian Son, 


August 21st 1998 
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Some glitches crept into last week's table on 
emerging-market debt. The correct default dates 
are shown below. Sorry for the confusion. 


Sovereign ratings 
debt 


js* Time of defaultt 
| , 1984 
1981-94 


| | Romania B+ 1981-83, 86 
Source: Standard & Poors *As of August 181) 1998. tecludes bond debt 

















ECONOMY South Korea's GDP contracted by 6.6% in the year to the second quarter. Over — 


the same period Taiwan's GDP rose by 5.2%. In July Russia's industrial output plunged by 
6.3% and was 9.4% lower than a year earlier. Poland's output fell by 2.3%, but it was 6.1% up on 
July 1997. Hong Kong's 12-month inflation rate slowed to 3.2% in July, its lowest for 12 years. 



































































































































% change on year earlier Latest 12 months, $bn Foreign reserves, $bn 
GDP Industrial Consumer. Trade Current Latest Year ago 
production prices balance account 
China + 68 a2 +79 wi - 14) 45.0 h^ +246 1997 140.95 iun — 12095 — 
Hong Kong = - 280 -40q  * 32m -168in - 6119 964 my 666 — 
India 4 43197 + 52a * 124m è -72)a  - 62:9; — 2404 — 263 
indonesia —— - 620*  *1079 «72044 $17.7 Mey — - 5B 04 180 xn — 203 
Malaysias — - 180 -60mm + 58. 4 64hn - 481997 197 my 26.3 — 
Philippines + 17 0 -11.8 a + 106 wi 68i -35% 93 aw 102 
Singapore — « 1602 - 09m -— 04w - 05.4 +1360 7!9'« 804" 
SouthKoreaa | - 669 -129m + 73m 4247 — *234 dn 408 1 — 343 — 
Taiwan + 5.2 02 + 24 w + 09 w + 5.1 m + 570) 833 dun 90.0 
Thailand - 04197 -175 my  * 10.0 w +48 My + 2901 267 My — 323 
Argentina + 6920 + 17 r + 12x - 61 Am -11.2 Q! 228 jun 197 
Brazil + 10 + 0240 + Alm 64. — -325Q A my 55 
Chile — +720 - 361a + 53w -35u -5106 15! an 170 
Colombia +570 + 19 My + 203m -32 fb — 55 197 87 mm 99 
Mexico + 4302 * 70a + 154.0 4.5 tun -107 a1 307 hun 238 — 
Venezuela + 51 1997 na + 38.1 ju + 95 Mar + 60:19 — 126 un 13.2 
Greece + 35 19 + 89 Ap + 514 -18.1 feb - 48 reb 187 k^ ES. 
lad — «20m +O. * 30m  -674 -310 213 w —— 179 
Portugal *37wr + 7B My + 3145 -103w  — EE w 155 my 153 
South Afrka | «04q — - 16) + 66m , +15  - 190 53 ay- DE 
Turkey -+720 +24 «+ 85414 -224 wn - 24 M» — 265.200 16.1 
Czech Republic — 09 c * 5.0 lun + 104 is - 28 i - 3.5 Q! 10.8 jun 10.8 
Hungary +4901 4142 um + MI nu 20. — - 12 101 A» 80. 
Poland —  «65oq  *6l + 193 -116 0. — - 42 bn 243 om —— 194 
Russia - 45 wi - 94M + 42M 19h, +3300 .— 12)» 204 - 


*Estimate. "includes gold, t Visible and invisible trade balance. §New series 


FINANCIAL MARKETS Stockmarkets took a battering, Moscow fell a further 15.4% by Au- 





_ gust 26th; in dollar terms, it has lost 89% of its value since the beginning of the year. In Latin 
| America, Caracas, Buenos Aires and Sao Paulo recorded double-digit falls. Seoul, Athens and 


Lisbon are the only markets in the table which are up in dollar terms this year. 






































































































































Currency units Interest rates Stockmarkets % change on 
per $ per £ short-term — Aug26th - Dec 31st 1997 
Aug 26th yearago Aug 26th % p.a. one in local ins 
week currency terms 
China — 8.28 829 135 847 1,234 7 RE- YES Y paS 
Hong Kong 7.15 7.74 12.7 1233 78344 +28  - 269 -269 
inda — 425 364 695 800 X 29934 +38  - 182 - 245 
Indonesia 11,200 2,880 18,325 5682 — 3609 — -11  - 102 - 559 
Malaysia 421 283 689 1000 £144. 7 97885 7454 o AS 
Philippines 43.6 30.5 113 12.75 1,287.0 -53- — 3400 - M9 
Singapore —— 178 ë 151 2191 T — 9259 +03  - 395 - 426 
South Korea 1,310 903 2,43 1140 317.6 *52 = 156 + 92 
Taiwan EAS ~ 287 57.0 680 6,814.3 - 66  - 168 - 219 
Thailand — 418 39 684 1350 2275 - 65  - 390  - 296 
Argentina - 1.00 1.00 1.64 16.90 404.0 -142 - 412 - 412 
Brazil —— 1.17 109 — 192 19.10 7,348.0 -40 = 279 - 313 
Chile 473 415 74A VA 3483.2 ee ee, 
Colombia 1435 116! 2347 339! 9420 .— —-95. - 342 a OS 
Mexico — ‘Sas; 7J6 . 364 27.15 32544 -97 - 378  - 489 
Venezuela 577 497 944 57.57 31154 -181 - 640  - 685 
Greece 313 285 512 13.61 24718. - 85  « 671 4513 
nm . —— 44 359 61  —)A0 ..  J3MJ. a Ce ERU d I 
Portugal —— 185 184 303 434. 5,134.6 -59 + 358 +349 
South Africa 6.38 4.70 10.44 2031 5.5320 -1324. — 08.  - 3290 
Turkey — 279,00 166,510 456,663 6800 |. 2993 -108  — 334 - M3 
Czech Republic — 336 337 550. 1413 425.9 TAE - M9 -M3 
Hungary 227 196 371 16.45 63864 2S ets 2E 
Poland —— 178 . 347 Ee — PE  " 12904 -34 .- $6 = i20 
Russia 10.00 583 16.36 60.00 763 -154  - 808  - 885 


*August 25th. —— 


Sources: National statistics offices, central banks and stock exchanges DatastreamACV, EIU; Reuters; Warburg Dillon Read, J.P. Morgan; Hong Kong 
Monetary Authority. Centre for Monitoring Indian Economy, Sank Negara indonesia; Malayan Banking, Philippines National Economic and 
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x Training terrorists 


. Sig-You largely overlook the 
- role played by American agen- 
- cies in the funding of such 
|. groups as the mujahideen ("The 
new terrorism", August 15th). 
These activities could be termed 
“terrorism”. 

America used Pakistani intel- 
ligence and military agencies as a 
proxy in the war against the Sovi- 
et Union in Afghanistan. The 
funds, hi-tech arms, training and 
know-how that flowed into the 
region created a highly com- 
 bustible hodge-podge of factions, 
.. armed to the teeth and with a 
cause to wage war. Osama bin 
Laden has his current promi- 
nence on the world stage because 
he was a strategic link in the 
resource distribution chain. 

The surplus arms, ammuni- 
tion and fighters in the region are 
being employed in another con- 
flict in which Pakistan plays a key 
part: the insurgency in Kashmir. 
The direct consequence of this 
has been to transform Kashmir 
into a tinderbox. 

Ossining, — 
New York ANIRUDHA INDURKAR 
pi cle NN cr baa E LEAT di NEEEEIMENE 


In a different league 


SiR—Your comparison of a Euro- 
pean football super league to 
American football ("Winners 
take all", August 22nd) fails to 
take into account two factors that 
allow weaker American teams to 
redain competitiveness on the 
field while remaining financial- 
ly competitive. 

First, almost all of the Nation- 





The Economist, 25 St James's Street, London swiA 1HG 


al Football League's revenues are 
shared equally among the teams. 
Since the vast majority of rev- 
enues come from national televi- 
sion contracts, this provides a 
major boost to the weaker teams. 
Second, the urv's tight salary cap 
discourages situations such as 
those in baseball where the New 
YorkYankees can spend upwards 
of $70m in salaries while the 
Florida Marlins or the Montreal 
Expos spend barely $10m. 
Finally, your contention that 
the NFL can award additional 
franchises to cities with domi- 
nant clubs is a red herring. The 
only instances oftwo teams shar- 
ing a market—in New York and 
San Francisco-Oakland—are a 
result of the merger of the Ameri- 
can Football League and nFL in 
the 1960s. There are still enough 
untapped markets clamouring 
for new, or existing, franchises 
and willing to pay outrageous 


franchise fees to get them. 
Richmond, 
California STEVEN SOKOLSKY 


PINA LEEN ENER AST EE ESE PN A RR .- 
Insurance policy 


Sig—The insurance world has 
been practising the kind of 
reverse auction you describe (“It 
was my idea", August 15th) at least 
since Edward Lloyd set uphis cof- 
fee shop in London around 1688. 
Insurance brokers still go around 
the London market on foot, look- 
ing for underwriters prepared to 
assume a risk at a given price. The 
same brokers are now advertis- 
ing these risks electronically to 
insurers worldwide. Maybe 
Edward Lloyd should have 
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patented the idea of serving cof- 
fee and exchanging information 
at the same time. 

Munich MICHAEL Haas 
Pi PRU RENS oT Bie A ht ERE A 


Coalition politics 


SrR—Yourstory on the crumbling 


of the coalition government in- 


New Zealand (August 22nd) inac- 
curately cites a Waikato Universi- 
ty study of opinion on New 
Zealand's electoral system. We 
did not find that only 15% of peo- 
ple thought that coalition poli- 
tics was working. Only 15% 
approved of the way the present 
coalition government is doing its 
job: a very different matter. Cer- 
tainly, New Zealanders are some- 
what sour about coalition gov- 
ernment in general but 37% 
would still prefer a coalition toa 
single-party government. 


JACK VOWLES 
Hamilton, University of 
New Zealand Waikato 
PECES DES E A TA E lata al a cl 


Homes and jobs 


SiR—You rightly draw attention 
tothe high youth unemployment 
in industrialised countries (Eco- 
nomic indicators, August 22nd). 
Yet you say, as you have for 
decades, that the problem of 
youth unemployment is most 
acute in countries with heavy 
labour-market restrictions, mini- 
mum wages, job-protection laws 
and payroll taxes. In fact the data 
show only slight correlation: 
most strongly associated is the 
nature ofthe housing market. 
Countries, like Switzerland, 
with large private rental sectors 
have low unemployment. Those, 
like Spain, where the rental sec- 
tor is small have high unemploy- 
ment. It is time for The Econo- 
mist to face up to the evidence. 
ANDREW OSWALD 
Coventry University of Warwick 


Bad news 
SiR— suspect it is the content of 


the nine o'clock news (“Anchors 
away’, August 22nd) and not 


who reads it, that has caused the- 


number of viewers to drop from 


6m to 4.7m over 5 years. Itisnowa . 
rarity for foreign news items - 


other than disasters, atrocities, 
and sex scandals to get more than 


4 Published every week, except for a year-end double issue, © 1998 The Economist Newspaper Limited. All rights reserved. Neither this publication nor any part off it may be reproduced, stored in etr i 
in any form or by any means, electronic, mechanical, photocopying, recording or otherwise, without the pror permission of The Economist a i Limited, The ioo is ae 
Newspaper Limited, Printed i tt Singapore by Times Printers Pte, ttd. Publisher: The Economist Newspaper Limited., i 


Ori 839 2968. 
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a brief mention. With much of 
the press similarly preoccupied 
with home-grown and political 
trivia, is it any wonder that our 
fellow citizens are so poorly 
informed about the outside 
world in general and Europe in 
particular? 

One can accept that the com- 
mercial press and television may 
have their own reasons for a lack. 
of balance, but surely we are: 

tled to expect better of th : 
Ironically, the best news coverage : 
is probably on the World Service, 
so it could be argued that the BBC 
serves foreigners better than us 






Britons, who pay for it. 
Berkhamsted, 
Hertfordshire BRIAN LEARY 


—————— — See ial oan JH 
Cutting down regulation 


Sig—Although we should take 
care to buy timber from sustain- 
able forests, the initiative to certi- 
fy forests through the Forest Stew- 
ardship Council will not work 
(From poachers to gamekeep- 
ers", August 22nd) A global 
bureaucracy to monitor forests 
will risksuccumbing to error and 
scandal. Worse, devising a stick 
to beat massive logging opera- 
tions in the rainforests is likely to 
put small European woodlands 
out of business. 

The rsc's global standards for 
accreditation apply the same 
rules to a Scandinavian forest of 
3m hectares (7.4m acres) as to a 20 
hectare wood in the corner of a 
Welsh farm. The massive admin- 
istrative burden and the restric- 
tions imposed on normal 
forestry practice cannot be sup- 
ported by most European wood- 
land managers. Small woods, 
which are so important for the 
landscape, will be neglected. 


Pontypool, 

Wales Jack TENISON 
a ea IEE ROE EE SRT ALE AATE, | 
A grey area 


SiR—You say that the European 
Union should be encouraging | 
"grey" imports ("When grey is 
good”, August 22nd), not ban- 
ning them. Would you like them 


to encourage imports of. The. 
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Professionals in Web-based electronic commerce 


Fixed income, equities, forex, futures and options, 
OTC products - | 
categories, electronic commerce is opening up 
new and unparalleled business opportunities for 
us and for our clients. We're ready to conduct 


in all the key investment 


as much of our business on the web as our 
clients want - -and they’ re telling us they want 
the lot, from front to back. | 

If you have 2 or more years experience in any 
of these product areas, we're inviting you to 
consider joining us in roles that will see you 
managing projects that are absolutely key in 
our quest to become one of the world’s few 





authentic global investment superbanks. 
These are roles that are as much about client 
relationship skills and the business of 
investment banking as about technology: 
with some of the most talented developers 





in this or any business, you can count on 
technological platforms to drive your most 





ambitious business plans. 
But with an intimate knowledge of a specie 
product area, you'll be able to develop new 


product concepts and equally new wa: 


delivering them, instead of having. your ideas. - — v m 


and ambitions limited by the current state 
of back-office technology. You'll work with | 
exceptionally talented people, including it 
specialists whose reputation extends way 
beyond the investment banking sector. And 
you'll work with a bank that's totally serious 
in its ambitions to become one of the few 
global players in investment banking, and one 
that's ready to take calculated risks to reap 
disproportionate rewards. However, the essential 
qualification is the ability to actually deliver 
business value at least every three months. 

Send your c.v. quoting reference: E: 22/H/98 to- 
Camilla Bray, IT Recruitment, Kleinwort Benson 
Limited, PO Box 560, 20 Fenchurch Street, 
London, EC3P 3DB U.K. Fax +44 171 475 5801. 
E-mail ITRecruit&kben.co.uk 

For further details of other current vacancies, 
see our website: 
http://www.dresdnerkb.com/recruitment/IT 


Kleinwort Benson Limited is a member of the Dresdner Bank Group. 


€ Dresdner Kleinwort Benson 
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COMMITTED TO 
IMPROVING THE STATE 
OF THE WORLD 


The World Economic Forum is today the foremost international membership 

organization integrating leaders from business, government, academia and 

the media into a partnership committed to improving the state of the world. 
The World Economic Forum is now looking for a 


E HEAD, 
~ GLOBAL AFFAIRS TEAM 


~ The Global Affairs Team and its Role 


The Global Affairs Team is expected to identify the latest trends in politics, 
economics, business, science and culture and to maintain ongoing relation- 
ships with the leading practitioners and experts in these diverse fields. 
Using this extensive network the team is responsible for conceptualizing, 
building and executing the programme of the World Economic Forum s 
Annual Meeting in Davos, and contributing substantively to the Forum's 
other events and knowledge-generating processes. 


The Head 


The head of the team must possess above all a unique combination of 
conceptual and operational skills: he/she must be able to identify issues of 
the very highest relevance to global decision makers, as well as to manage 
the operational side of a series of extraordinarily complex processes and 
events. 


Specifically, candidates must have the 
following background and personal profile: 


a) academic srk ics and professional 
experience/skills 

lll first class academic background from a leading university; preferably 
a post graduate degree with a significant international dimension 

lll several years of work experience in government and/or with 
academic or non-governmental institutions or media organizations: 
in-depth knowledge of the global policy making process 

Wi thorough understanding of the needs of the business community; 
experience in government-business cooperation 

ll fully computer literate, experience in the use of latest technology 
supporting virtual communication 


b) conceptual and communication skills 

lll ability to think analytically, in a structured way and in strategic terms 

: lll networking power at top level worldwide 

|]. Wi strong communication skills including fluency in English and at least 
one additional language 

c) personality 

ll self-motivated, hard-working, organized and flexible; not afraid of 
operational/administrative details and of working under presure 

lll "hands-on" leadership and management skills; manage a team of 8 to 
10 people 

lll able and willing to work as part of a team in a multicultural 
environment; at ease within a lean organization operating under a flat 
hierarchical system of management 

Wi free to travel 


In return, we offer an attractive salary commensurate with qualifications 
and experience, and work in a young and dynamic international team in 
the Geneva countryside. 





"confidential", to: Thierry de Preux, 
Partner, Korn/Ferry International, 
61, rue du Rhóne, 1204 Geneva, 
Switzerland, e-mail: 
kfs-geneva&kornferry.com 


Hf your background and experience 
fully correspond to the demanding 
| requirements please send a 
detailled curriculum vitae with a 

. recent photograph, marked 






Managers, Trade and Investm 
and Promotion - Washington DC, 


The Services Group, international trade and: invest 
consultancy firm is seeking a Manager, 


Group, and a Manager, Investment 


consulting engagements, and serve in a leading- 
technical capacity. Required qualifications are strong 
business development skills; 10 years relevant ^ 
experience and an advanced degree in econom 
related field; willingness and ability to travel extensively - 
worldwide; and fluency in English and proficiency in a- 
second language. Positions report to the Vice President . 
in charge of the division. NN 








The Manager, Trade Policy Group is required to have a 
demonstrated expertise in some or all of: trade policy, 
WTO accession and compliance; competitiveness; 
investment policy and investment incentives; export 
promotion schemes and export incentives; and customs 
policies. The Manager, Investment and Export Promotion 
Group, is required to have demonstrated senior level 
working experience at and an investment promotion 
agency and/or in corporate location advisory services. 


Fax (* 1-703-522-2329) or e mail (tsg@tsginc.com) a 
detailed c.v./salary history. 





The Baring Foundation 










Salary £40k neg 


Over 30 years the Baring 
Foundation has become a highly 
respected grant-giver in the 
voluntary sector, working across 
social welfare, | community 
development, the arts, the 
environment, education and 
overseas work. Throughout its 
existence it has supported 
innovation and responded to the 
needs of unglamorous causes; in 
the last three years strengthening 
the voluntary sector has received 
particular emphasis. The 
Foundation's charitable giving in 
1997 was £2.76m. There are 5 
staff. 


The Council of Management 
would like to appoint a. new 
Director to help them deliver 
current programmes and map out 
new directions for the next 

5 years. You will need p” 
strong — intellectual Pa 


and administrative $ yf. 


ADVERTISED RECRUITMENT AND CONSULTANCY 






Central London 


skills, an inquiring mind and the 
ability to deal with an immense 
range of organisations and 
individuals sensitively but 
shrewdly. You will understand the 


Á 


management challenges facing 


applicant organisations. You will - 
also be able to demonstrate an 
innovative streak in your own 
career, which may have been in 
the public, private or voluntary — 
sectors (ideally more than one). — 
The appointment is full-time or ` 
possibly 4 days a week. Annual | 
salary will take into account = 
credentials and experience but is = 
not likely to be less than £40,000. - 


(full-time). To obtain an | 


information pack please - 
telephone .. the Foundation’s : 
advisers below on 0181 466 4126. 
. (24 hours) quoting reference .— 

c. DNBC/E not later than ` 
OW 15 September 1998... 


A PRACTICE WITHIN SAXTON BA MPE VIDE HEVER DAS. 
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It's not just a new coin. 
It's a new way of doing business. 





You've heard about it. You've read about it. The euro is uniting Europe under one currency. 
A big idea that will create some big changes in the way business is being done. 
Currency risk will change and capital will flow more freely. Merger activity will increase 
as businesses are adjusting to changes in the marketplace. And that's just the 
beginning. Businesses that want to stay in business will need to find ways to continue 
growing while these changes are taking place. Fortunately, we've had some 
experience. Citibank has been helping customers grow for more than a century. 

And though change of this proportion may challenge a lot of people, 
to us it's just business as usual. 


© 1998 Citibank THE CITI NEVER SLEEPS* 
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rhe Monetary Assessment ind Strategy (MAS) ) Division of the Bank of England is currently: seeking 3 an m 
»erienced monetary economist to join a team of six analysts. The successful c andidate will be | D 
tantial contribution to the Division's assessment and research output. 








e job-holder will have three main responsibilities: 


contr ibuting to the team's assessment of monetary conditions tor the Monetary Pohe 


* contributing to the analysis of strategic monetary policy issues which face the Bank 
* carrying out policy-relevant research on monetary and financial issues. | 


MAS is responsible tor the reporting and analysis of all aspects of monetary conditio 
inflation expectations, the exchange rate and the expected path of real rates. We are 
with the nominal rather than real parts of the economy. The Division also plays a ke 
relating to policy strategy, including costs of inflation, rhe merits of different monet 
deal of our work voes original economic research. The job provides an exec 
monetary and macroeconomics to live issues, E 
The ideal candidate wall have a detailed knowledge (at Masters or PhD level) of 
experience of applied econometrics and familiarity with monetary data. The ability tc 
on à wide range of projects with differing lead times and levels of technical detail is à 


Salary will be commensurate with qualifications and experience. 


To apply. please send your r V with full salary history, quoting job reference MAS? 


E m fué o 


The eae date for applica is 30 September 1998. 






















| Cheneviere 
| & Company 


Il “C&C is an international 

| strategy and 
|] management consultancy 
po specializing in the 
< &reation and realization 
- of exciting and lucrative 
.' Business Dreams" 

.. We work with Chief 
Executive Officers and 
|. their direct reports of 
|]. major organizations. 
po C&C is present around 
|. the world through a 
network of international 
specialist partners 
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zngland is an equal opportunities employer. 


Bank EE Princes Street. London EC2R SEU. Fax: 





We are seeking experienced, international 


Strategy Consultants 





with outstanding creativity, rigor and people management skills - 
to work on high- -level management projects 


C&C is specialized in helping firms find or restate 
their fundamental business purpose in a way to 
ensure lasting competitive strength. Our novel 
approach is directed at major organizations 
which recognize that the creation of large and 
unique reserves of future value will be the 
differentiating competitive factor in the 21" 
century. The uniqueness of our approach 
requires consultants who are highly motivated 
and have: 


* A creative, open and adaptable mindset, put to 
test in long-term stays abroad or similar 
experience; : 

e Outstanding traditional consulting skills, with 
at least 3 years of relevant experience; 


* Entrepreneurial spirit and hands-on attitude; 


* Postgraduate studies (MBA or Ph.D) in business 
administration or Pee 


Fluency in English and the ability to work in 
French are required. Knowledge of further 
languages would be an advantage. 


Applicants must possess outstanding skills in 
problem formulation and conceptualization and | 
must have demonstrated intellectual rigor and 
organization of thought. Successful applicants 
will have a proven capability of unconventional . 
thinking and idea generation. Ease in dealing 
with senior management, and in working in 
small and large teams is required. This 
opportunity will appeal to candidates who 
thrive in an international, multicultural team 
environment. 


We offer excellent compensation and benefits 
packages, an opportunity to share in the firm's 
growth and relocation assistance where 
necessary. For further information on C&C, 
please visit us at www.cheneviere.com 


To apply, please send your CV in confidence to:Carole Baudemont at C&C, 5 rue Royale, F-75008 Paris, : y 


or email to carole.baudemont@cheneviere.com. 








GOVERNMENT OF THE UNITED REPUBLIC OF TANZANIA 
dh CIVIL SERVICE REFORM PROGRAMME 





VACANCIES 
(1) PRIVATE SECTOR PARTICIPATION ADVISER (Re-advertised) 
(2) PERFORMANCE MANAGEMENT SYSTEMS ADVISER 


The Government of the United Republic of Tanzania is about to embark on the 
second phase of the Civil Service Reform Programme (CSRP). While the first phase of the 
programme focused on structural reforms, the new phase is strongly geared to enhancing 
_ the capacity and performance of the civil service, and improvements in the delivery of 
« quality publie services. 


The Government needs exceptionally qualified and experienced experts to support 
the Civil Service Department (CSD) in the President's Office in the implementation of the 
new phase of the reform programme. Specifically, expertise is needed in the areas of 
formulating policies and strategies for public services improvements, institutional 
rationalisation, restructuring and development, divestiture and commercialisation, 
decentralisation, enhancing accountability, capacity building, training. pay reform, 
performance management and personnel and payroll control systems. 


Private Sector Participation Adviser (Ref. PSPA/E1) 


In pursuit of efficiency and effectiveness in the delivery of Government services, 
already a comprehensive Organisation and Efficiency (O&E) reviews programme, 
involving the rationalisation of roles, fanctions, structures, staffing and budgets, and the 
introduction of quasi-autonomous Executive Agencies (EA) has been underway in all 
government ministries. It is in the context of this programme that the need has been 
identified for a Private Sector Participation (PSP) Adviser to vomplement the existing 
skills and capacity for O&E and EA implementation. 


The PSP Adviser will support the Government to: (i) prioritise present government 
functions and activities on the basis of the O&E findings, etc; (ii) prepare and implement 
plans to privatise or abolish low priority activities presently carried out by government 
ministries and agencies; (iii) identify, assess and implement efficiency improvements and 
private sector participation options for government ministries and agencies; (iv) 
undertake an analysis of alternative options of bodies proposed for executive agency 
status; and (v) train on-the-job a core team of staff in efficiency reviews and analysis, 
privatisation, contracting out and the divestiture of government functions and activities. 


Performance Management Systems Adviser (Ref. PMSA/E2) 


Also in pursuit of systematic improvements in the quality, economy, efficiency and 
effectiveness of public services, the need has been identified to develop, implement and 
institutionalise a performance management system (PMS) in government ministries, 
independent departments and executive agencies (MDAs). Main elements of the PMS will 
include: (i) review of the legal and regulatory frameworks and procedures that impact on 
the operations of the MDAs; (i) services delivery surveys/services beneficiary assessments 
fer benchmarking and monitoring the supply and quality of services and user satisfaction; 
(ii) clearly promulgated performance standards (including clients’ charter) by individual 
MDAs; (iv) medium term and annual performance plans by each MDA; (v) introduction 
of results-oriented staff appraisal system; and (vi) a framework for accountability, 
monitoring and feedback, The implementation of these by the CSD needs the support of a 
PMS Adviser. 


The PMS Adviser will perform the following specific functions: (a) technically lead 
the development and institutionalisation of a civil service-wide performance management 
| framework; (b) guide MDAs in ensuring that Sector Wide Approaches have established 
performance management arrangements and support the CSD in guiding individual 
MDAs in the implementation of the PMS; (c) provide technical guidance in the review 
and reform ef the laws, rules, regulations and procedures governing the operations of 
| MDAs and their delivery of services; (d) support the CSD in the coordination of PMS 
. developments in the various MDAs; (e) lead and guide the development of a PMS team in 
_ the CSD including on-jeb training, and organising for off job training: (f) support the 
. development and mobilisation of PMS/services improvement teams in MDAs, involving 
. identification of training needs, and design and implementation of training programmes, 
. and availing facilitation. 


. Qualifications and Experience 
Applicants for these posts must have a postgraduate qualification and considerable 
, relevant experience, preferably in developing countries, especially in Africa. 


| Terms of Appointment 
Po. An internationally competitive remuneration package will be offered, and will be 


] negotiated prior to. appointment. Tanzanians with requisite qualifications and experience 


are particularly encouraged to apply. 


Submission of Applications 

ees Applications quoting the relevant post Ref. No., must show suitability for the post, 
. availability and expected remuneration, and accompanied by a detailed CV, should be 
- submitted within 21 days from. the date of this advertisement to: the Permanent 
`. Secretary, Civil Service Department, President's Office, P.O. Box 2483, Kivukoni Front, 
| Dar es Salaam, Tanzania, Fax No. (255)(51) 113084, 131365, e-mail: ps csdíDintafrica.com 
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República de Panamá 
Autoridad Nacional del Ambiente 







BioDarien Project Coordinator 
Darien area, Republic of Panama 


We invite candidates from any Latin-American country, with relevant 

experience in international cooperation programs focused on nature 
conservation and management, to apply for a position of Project Coordinator . 
“Conservation of the bio-diversity in the Darien, supported by community self -f 


reliance sustainable’. 


Qualifications required: 


* University master in environmental sciences with complementary studies in 
planning. 

* A minimum of 10 years experience in the fields of bio-diversity and 
conservation. 

* Proven experience in project management. | 

* Proven experience in working with indigenous organizations and ethnic 
minorities. 

* Mastering micro-finances tools in a self-reliance community environment. 


The successful candidate will: 


* Supervise/conduct the training of human resources. 
* Maintain/develop relationships with other international agencies to 
coordinate projects that focus on the same area and topics. E E ie 
* Report to the UNDP/GEF head office. A previous knowledge of UNDP/GEF: d 
procedures will be an advantage. ET 
e Speaks absolutely fluently Spanish and English. 
* Lives in the Darien area (Yaviza) and will intensively travel the park and 


jungle by the local means (rivers). 
To apply, please send your CV, by September 30, to: Dimas Arcia, ANAM, 


Apartado 2016, Paraiso, Ancón. Panama, Republic of Panama. 
E-mail: « subdir@ns.inrenare.stri.si.edu> 





The Middle East Desalination Research Center 
seeks qualified candidates for the position of: 


Center Director 


Established as an independent international research institution with its headquarters in 
Muscat, Sultanate of Oman, the Center was created in 1996 as a direct result of an 
initiative conceived in the context of the Multilateral Working Group on Water- f 
Resources of the Middle East Peace Process. The Center's mission is to conduct, 
facilitate, coordinate and support state-of-the-art basic and applied research, including 
training and educational programs in desalination and related areas, with special 
emphasis on the needs of the Middle East region. The Center has been established with 
initial capital contributions from its founding members of US$ 15.0 million. 













The Center Director maintains the day-to-day operations of the Center, supervises the. 

professional and administrative staff and is responsible for implementing the policies. $ 
and procedures as established by the Executive Council. The Council is comprised of. f 
representatives of the founding members of the Center, the Governments of the United. | - 
states, Oman, Japan, Israel and the Republic of Korea. The Commission of the F 
ned Union enjoys invited observer status and is expected to join as a Founding fo 
Member. * 









The Center has established itself as. an important new international institution with a 
high profile in the region and the research community worldwide and the new Center 
Director will be expected to build on this foundation and to further the momentum of f 
institutional development to realize a financially self-sustaining entity. The Center is f 
committed to the highest standards in information technology and has its homepage |. 
at: http//www.medrc.org.om. | 


Qualified applicants will have the following credentials: l| 
> Direct experience in management and/or institutional development in a developing |. 
country context. $ UU d. 
> Bachelor's degree and an advanced degree in public administration, public | 
management and/or related disciplines. | mE AMA 
? Proven leadership skills for supervising staff as well as motivating donor support and | - 
networking with other international organizations and institutions. T A. 













2 Excellent verbal and written skilis in English. Proficiency in language(s) of the Midd 
East region will be an asset. 1 vi^ ES NES 

o Basic knowledge of water treatment research and/or. process engineering will be ar 
advantage. Ps J im EU. 






Salary will be commensurate with experience and qualifications. A generous benefit 
and relocation package will be provided. Suitably qualified candidates should send thei 
CV and a detailed salary history in confidence on, of befor September 15, 1998 tc 
attention of CD Search via mail to: PO. Box 21 Al-Khüwair, PC 133, Sultanate of Ci 
or e "à Way 2840, Villa 2985, Shati Al-Qurm, Muscat, Sultanate of Oman, tel 
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.the international MBA a 
the Ecole Nationale Eun 
Ponts et Chaussées (founded in 1747] 









| 

| 
The MIB is a 13-15 month MBA programme in English | 
at one of the most prestigious Grandes Ecoles in 
France. The MIB culture is international, innovative and 
entrepreneurial, fostering a strong sense of ethics and | 
contribution through business. | 
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"Multicultural. Environment : 
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MLB. Admissions, E.N.P.C. Graduate school of International 
Business, Ecole Nationale des Ponts et Chaussées, 
s^ es des Saints-Péres, 75343 Paris Cedex 07, France 
EV :(33 1) 44 58 28 52 m Fax: [33 1) 40 15 33 47 
poe /www.enpc.fr/mib/pres.htm 
mib.admitGparis.enpc.fr 











A joint venture of three top busir 
Krannert Graduate pubes 





Management baa d Cenie Bui pest Univesity | 
of Economic Sciences, Hungary. - 


Two degrees: 
a European MBA and a US Master's in Management. 





AACSB accredited. 


European Faculty Inpa trom S 

E Selection of high Caliber Participants! 

E Providing global research Opportanities through is | 
Campuses, world-wide! —— 

i I -— 

i Pain ier dpa rf ve Doctoral 
Examinations 


This executive program is as international as you can get: 
participants, locations, world class faculty, curriculum, 
case studies, projects and degrees. 


Unique schedule: 
seven two-week sessions spread over a 
two-year period at three different locations. 


American Faculty In compte x iid 
kem n and S. llinois Universi 

W Advising MSM on American DBA Curriculum 
choo! d Mans i Visiting MSM for Dissemination f Their Research 
io ardide 0 kas de ie eral Results 
busines administration (DRA) programme, W Guiding MSN Doctoral Candidates on Research | Start: 
either on a ful or part-time basis. Tuition Objectives | January 1999. 
for ibe H years’ programme is US 25.00. W Cosupervising MSM Doctoral Candidates Dissertation 


The DBA degree was launched in the United States (India. Hf interesied please unele 

na U, 1947 and Harvard U., 1953) and bas been crowned Associate Dean E DBA Programme 
historically as the prestigious American doctorate in busi Maastricht School of Management (MSH) 

ness administration. To help you make the transition to mein 150 

became a global business leader, European and American P.O, Bor 1203, 6201 BE Maastricht, The Netherlands 
research faculty have jomed forces under MSMs auspices Tel: +31 43 36/8318, For 1 IBY 

in order to offer this programme in Maastricht, enik desna] 


MSM 


Maastricht School of Management 


Internet-supported communications while off campus. 





roh more information: 
765 - 494 77 00, 


yurdue.ec 





, Phone: 


-210 42 49. Mail: MFi 





internet: http://tias.kub.nl/information/imm 
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7 TO WIN BILLION DOLLAR 
CLEAN-UP CONTRACTS, YOU NEED 
THE WORLD'S MOST ADVANCED 


MOP AND BUCKET. 


Meet Rodney The brain hild of BNF] n 
he and his human friends are busy working 
all around the world, decommissioning 
outdated nuclear sites 

And the reason we're in so much demand 
abroad is our track record at home 

We can transform old nuclear installa 
tions into reusable land 

We've decommissioned one of Europe's 
largest industrial buildings, and recycled 


over 10,000 tonnes of metal for general use 


At Sellaficld, we're working on one of 


the world's largest decommissioning tasks, 


with 24 major projects under way 


Chis, together with our unrivalled 45 
years of broad experience in the nuclear 
industry, has led to manv an invitation 
from other countries 

In the USA, we've built a state-of-the 
art decontamination and metals recycling 
facility in Tennessee. After showing how 
to handle liquid waste by turning it into a 
more readily-managed solid form, we are 
building the world’s largest vitrification 
facility at Hanford 

While at Idaho, we are now planning, 


constructing and project managing a waste 


treatment plant 





Having thus earned our spurs, we've 
recently partnered with a US engincering 
company to acquire the American-based 
nuclear giant Westinghouse, creating a truly 
world-beating combination 

In Russia, we are working on the design 
of used fuel stores 

Worldwide, we are competing for several 
big decommissioning and waste manage 
ment projects 

And the bottom line? With Magnox 
Electric now integrated into BNFL, our 


1997-98 profit before tax is £199 million 


on a turnover of £1341 million, allowing 


the Government to mop up a sharcholder 
dividend of £53 million 

We provide skilled jobs ior over 16,000 
people, and with over £13 billion worth of 
contracts in the bag, we're looking forward 
to even more sparkling results in the years 
ahead 

lo learn more about what we do, come 
to our Visitors Centre at Sellafield or sec 


our website at www. bnfl.com 


BNFL 


Where science never sleeps 
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SEPTEMBER 5TH 1998 


Heading for meltdown? 


HE global economic crisis continues to 

deepen. The latest horror, Russia’s col- 
lapse, may be insignificant judged by that 
economy's puny weight in the world, but it 
was nonetheless a turning-point: the sickness 
that started in Asia is spreading still, claiming 
victims far beyond its source. Investors can- 
not find time to count their mounting losses, 
so busy are they trying to guess where the 
plague will strike next. The recent extraordi- 
nary (and mainly downward) gyrations in 
stockmarkets bear witness to the new surge of 
fright and confusion—and to mounting con- 
cern that the turmoil in emerging markets 
will end in worldwide depression. 

It is a time when anyone would be grateful for reassur- 
ance. Yet the best the world’s leaders could do was a tragi- 
comic meeting of Boris Yeltsin and Bill Clinton, the first de- 
stroyed by political enemies and forces beyond his control, 
the other crippled by his own weakness of character. Was ever 
a “summit” so likely to be prologue to disaster? 


Luck and judgment 


For the first time since the early 1980s, global slump is a think- 
able, even plausible, outcome (see pages 17-19). Indeed in 
some ways the danger now is greater than it was then. Much 
of the world is already deep in recession; the chances are that 
the worst is not yet over for many big emerging-market econo- 
mies (as we will continue to call them for now), not to men- 
tion for a handful of rich-country commodity producers, 
whose export revenues have crashed. What mainly stands be- 
tween the world and an economic setback worse than any- 
thing since the Great Depression of the 1930s is the present 
momentum of growth in America (above all) and Europe. 

Can that momentum be relied upon? Mid-week, Wall 
Street stood some 15% lower than at its peak in July. Yet at 
these prices American equities are still dear. If the market 
were to fall another 20%, say, the shock to American consum- 
ers might be enough to bring the country’s long expansion to 
an end. With it would go any hope that the United States 
could pull the world out of its troubles. 

With luck that will not happen. With luck Wall Street will 
take its losses and stabilise. And if share prices do fall further, 
or if demand in America slows abruptly for some other rea- 
son, effective remedial action is still possible: the Fed could 
cut interest rates (as it did, too much so as it turned out, after 
the stockmarket crash of 1987) or Congress could cut taxes. In 
other words, to get from here to recession in America, and 
thence to global slump, is likely to require not just bad for- 
tune but also bad judgment. Perhaps that thought is not as 
consoling as it should be: when things get tough, judgment all 
too often seems to go out of the window. 
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A particularly dangerous, though by no 
means unexpected, form of bad judgment is 
abroad just now. It is the kind that says: “See, 
that’s what free-market capitalism does for 
you.” Using more or less those words, Malay- 
sia’s leader, Mahathir Mohamad, announced 
on September 1st a bold initiative to put the 
country on the path to recovery: an array of 
severe controls on cross-border flows of capi- 
tal. Malaysia must insulate itself from the 
global market, he said; it will no longer place 
its fate in the hands of currency speculators. 

Is this the answer? In the past few weeks, 
the pundit consensus, such as it is, has swung 
behind the idea that *capital controls" make 
sense. Unfortunately, as it stands, this is hardly more illumi- 
nating than it would be to say *monetary policy makes 
sense". As with many things, it depends what you mean. At 
one extreme, governments might try merely to regulate their 
banks' exposure to currency risk: whether that is "capital con- 
trols” or “prudential supervision" is a question of semantics 
over which there is no need to shed ideological blood. At the 
other extreme is a conscientious attempt to create a kind of 
financial autarky, a space in which the government can steal 
and squander its citizens’ wealth without the inconvenience 
ofallowing them any alternative. When the range of possibil- 
ities runs so widely, from the defensible to the insane, it is 
well to make some careful distinctions. 

Malaysia's plan appears to be somewhat towards the 
crazy end of the spectrum. By trying so hard to discourage 
capital outflows, the government could end up, net, increas- 
ing them. Draconian capital controls do not stop capital 
flight (Latin America in the 1980s, passim); what they may 
well stop is private capital inflows—and not just the volatile, 
short-term sort. An abrupt and exaggerated slowing of in- 
flows brought Malaysia and the other ex-tigers to their present 
state. The best way back includes a resumption of those in- 
flows. Mr Mahathir seems to be ruling this out. 

Unquestionably, a lot of hard thinking needs to be done 
about the international financial system—and, even more 
important, about the domestic financial systems of emerging 
economies that wish to avail themselves of the global capital 
market. Although the economic pain that is being inflicted on 
Russia and the ex-tigers is out of all proportion to the policy 
errors of their governments, the fact remains that the vulnera- 
bility to financial crisis was created not by international spec- 
ulators and other bogeymen but by woefully inadequate 
oversight of domestic finance, private, public and quasi-pub- 
lic. But the governments concerned were not the only ones 
who failed to realise that. They had many willing helpers in 
screwing things up. There is plenty of blame to go around. 

As for the sentiment that it is not merely the international 
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capital market but the basic principles of capitalist econom- 
ics that need to be questioned, one can only despair that the 
thought has even surfaced. Yes, China and India, which for 
years have been far less connected to the global capitalist sys- 
tem than South Korea and the others, have fared much better 
in this crisis. There are doubtless lessons to be learned from 
this. But can it seriously be contended that they chose the right 
path? Even ifthe tigers' troubles get much, much worse before 
they get better, China and India after their years of relative 
isolation will still be far, far poorer at the end of it all. 

In any event, the task now is to ensure that things do not 
in fact get much worse. The heaviest burden of responsibility 
lies with Japan, whose government could do a great deal to 


make the world a safer place if at long last it took steps to 
repair its broken banks, and began to act as a stabiliser for 
Asia (as the United States was for Mexico after the peso crisis 
of 1995). Beyond that, unless demand slows enough in Amer- 
ica to justify action by the Fed (which hasn't happened yet), it 
is a question of avoiding mistakes. 

That should not be too difficult. Yet Malaysia has already 
made one big error. And quite soon America's Congress 
threatens to make another—by failing, out of a mixture of ex- 
haustion and disapproval, to replenish the rMF's depleted re- 
sources. Two varieties of economic isolationism, of hoping 
that the world and its troubles will go away. Come to think of 
it, there was a lot of that in the 1930s. 





Russia takes the plunge 


And there is not a lot the West can do to help 


OES Russia matter any more? It is tempting to say no. 

Once a superpower with a mighty military machine 
and a driving belief in its destiny as the only great nation 
straddling Europe and Asia, its economy is now on a par—in 
size if not quality—with Spain’s and only two-thirds as big, by 
some measures, as Indonesia’s. Good riddance, then, to the 
pretensions of a once-proud nation? And good riddance to its 
once-heroic but fast-crumbling leader, Boris Yeltsin? 

Not quite yet. Russia still matters hugely by virtue of its 
sheer geographical size, lumbering across 11 time zones, with 
a large and well-educated population of 147m, and endowed 
with the richest natural resources in the world. That its hu- 
man and material potential remains so vast only makes its 
latest plunge to ruin all the more regrettable. And it still 
boasts an array of nuclear weapons, some of which, though 
unlikely to be used, could yet be lost as internal chaos spreads. 
Meanwhile, its capacity for political mischief is immense. 

As for Mr Yeltsin, his era is drawing to an early close, 
whether or not he formally bows out (see pages 47-49). His 
second term of office has been little short of disastrous. But, 
given the grisly list of flawed candidates who might replace 
him, he may be able to perform one last service—by hanging 
on as a last-gasp president to give a breathing space for a new 
order, one with parliament and a coalition government mak- 
ing the running, that might halt the slide into total anarchy. 
Otherwise, something nastily authoritarian, perhaps even a 
thoroughgoing tyranny, could ensue. 

The West's ability to help shape a better Russia—whether 
economically or politically—is limited, as President Bill Clin- 
ton no doubt ascertained during his visit to Moscow this 
week. Yet there is one area where America and its European 
friends can continue to make a difference: security. American 
efforts to cajole Russia into signing the START-2 nuclear arms- 
cutting treaty, held up by a recalcitrant Duma, need to go on. 
In its own interests, the West should go on buying up surplus 
nuclear material and ensuring, by bribery if need be, that un- 
derpaid Russian scientists do not sell their skills to rogue 
countries trying to build nuclear bombs. 

On a more conventional plane, as the delicate business of 
NATO's enlargement proceeds, the alliance needs to offer ev- 
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ery sort of inducement to Russia to maintain and extend the 
sort of co-operative partnership that is already under way. At 
the same time, it must be made plain, to whomever rules in 
the Kremlin, that any Russian bullying of small neighbours 
such as the Balts or bigger ones like Ukraine will not be toler- 
ated. As Russia wobbles, the West must try harder to bolster 
the countries on Russia's fringes. For all these reasons, even if 
Russia turns sulkily inwards, it must be kept as strategically 
engaged with the West as possible. 

In economics, the kind of engagement of recent years 
must, perforce, cease. For the time being at least, Russia has 
forfeited hopes for help. The West took a big but reasonable 
gamble by lending money to Russia when it was led by a team 
of reformers trying to do roughly the right thing. But the Rus- 
sians have now flouted just about every condition for getting 
help from outside. When, in its own good time, Russia has 
made real reforms and something of a civic order, built a tax 
base and solid institutions, and learned that honesty in busi- 
ness pays, then the West should come back in. Not now. And 
things may well have to get a lot worse before then. 


Nobody left to hug 


It is even less wise for the West to play politics: picking Rus- 
sian winners is a fool's lottery. The real reformers—the likes of 
Boris Nemtsov, who sadly failed to achieve much in Russia's 
recent string of down-the-rabbit-hole governments—are sim- 
ply not going to be elected. Their sponsorship by the West 
could make them even more disliked. Indeed, if elections to 
parliament and the presidency were held tomorrow, none of 
the possible winners—Communists in league with national- 
ists, crony-capitalists, ex-military strongmen—would be able 
to save Russia from further ruin. And the drift during the 
three months that would have to elapse before people got to 
the polls could harm Russia further. 

Better, perhaps, if a government of national unity could 
be cobbled together, including the Communists, so that an 
all-but-neutered Mr Yeltsin and it is to be hoped a more re- 
sponsible parliament could stagger on. Russians, however, 
may think otherwise; and one could hardly blame them. 
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The peril of Pauline 


Something worth voting against in Australia's election 


HE early general election called by John Howard, Austra- 

lia's prime minister, looks like being a close-run thing. His 
conservative coalition is neck and neck with the Labor oppo- 
sition in the opinion polls. By calling an election for October 
3rd, Mr Howard is hoping to avoid the worst of voter anger at 
the economic fall-out from the Asian crisis. 

There are pressing issues at stake in this election, not least 
the need to overhaul Australia's tax system to stimulate 
growth. Needless to say, both Mr Howard, the leader of the 
Liberal Party, and his Labor counterpart, Kim Beazley, have 
competing plans for how it should be done. Mr Howard pro- 
poses income-tax cuts financed by a new 1096 tax on goods 
and services. Mr Beazley proposes tax cuts for the less well off. 
Yet there is a strident third voice in Australia's election—one 
that offers few solutions to Australia's current problems, only 
a return to the past. 

This shriller voice belongs to a former fish-and-chip-shop 
proprietor, Pauline Hanson, who stood as a seemingly no- 
hope Liberal candidate in the previous election two years ago. 
Then Mrs Hanson won instant notoriety by complaining in a 
letter to her local newspaper that Australia's aboriginals en- 
joyed too many privileges. She was accused of being a racist, 
refused to apologise and went on to win her seat as an inde- 
pendent. She now has a party, One Nation, which has turned 
itself into a lightning-rod for a populist, right-wing backlash 
from rural and small-town Australia (see page 25). Her sup- 
porters want a return to protectionism and an end to immi- 
gration, particularly from Asia. As for tax reform, Mrs Hanson 
would *virtually scrap the whole lot and start from the begin- 
ning"—whatever that means. 

Startlingly, Mrs Hanson's party captured almost one in 
four votes in an election in her home state of Queensland in 
June. Under Australia's system of preferential voting, she 
could end up holding the balance of power in a close-run 
general election. Many Australians blame Mr Howard for 


LEADERS 





failing to attack Mrs Hanson when she first burst on to the 
political scene, and for urging his supporters in Queensland 
to give their second preference votes to her party so as to do 
down arch-rival Labor. Mr Howard is unlikely to repeat the 
mistake. But some of his coalition partners in the National 
Party, fearful that One Nation could poach their support, may 
be ready to do deals with the Hansonites. 


Do yourselves a favour 


That would only make her message seem the more credible. 
One Nation plays on genuine fears, yet its remedies are pho- 
ney. The Fortress Australia it seeks to return to faded into his- 
tory years ago. The Australian economy is suffering now in 
large part because it is heavily integrated with Asia. But that 
process is irreversible. More than 60% of Australian exports 
go to the region, equivalent to 10% of GDP. Tourism, Austra- 
lia's biggest foreign-currency earner, has slumped because 
many Asian visitors are staying at home. 

Australians cannot avoid the aftershocks from Asia. But 
the country's trade would certainly be damaged further by a 
Hanson-style anti-Asian backlash. Eventually Asia's econo- 
mies will again grow stronger. But Mrs Hanson's One 
Nationism could destroy some of the things that are making 
modern Australia a more vibrant place. 

The lucky country has changed dramatically since the 
mid-1970s when the official "White Australia" immigration 
policies ended. Australia's immigrants—including its Asian 
ones—have brought with them new ideas, new businesses 
and new links with overseas markets. A growing multi-lin- 
gual workforce has also attracted foreign investment. Like 
other countries, Australia is a multi-ethnic society, and the 
better for it. There is too much racial intolerance in Asia al- 
ready, with renewed attacks on ethnic Chinese in Indonesia. 
By rejecting One Nation's anti-immigrant attitudes, Austra- 
lians would do themselves and their neighbours a favour. 





A fresh vote in Bosnia 


But the healing has barely begun 


ALL STREET and the Kremlin are not the only places 
where the achievements of western policy since the col- 
lapse of communism are looking fragile. Next week's voting 
in Bosnia—the biggest electoral test there since NATO's bomb- 
ers brought an end to the war in the autumn of 1995—may 
provide some juicy new material for the Yugo-pessimists who 
despair of any lasting peace in the Balkans. 
Whatever the precise outcome, there is little doubt that 
most of Bosnia's voters will opt for the sort of ethnically-based 
parties which went to war in 1992. There are few politicians 
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in Bosnia who even pretend to represent the interests of all 
citizens, regardless of their racial or religious origin. At best, 
an increasing minority of votes will go to people who preach 
a slightly more moderate version of Serb, Croat or Muslim 
nationalism. After nearly three years of keeping Bosnia under 
intensive international care, it is getting hard to sustain the 
argument that its people will opt for reconciliation once 
freed from the grip of demagogues. 

To be sure, western policymakers will pounce on any 
crumbs of comfort they can find. Momcilo Krajisnik, the 


13 


-— 


LEADERS 
hard-line Serb member of Bosnia's collective presidency, may 
have to give up his seat to a more co-operative figure. His sDs 
party—founded by Radovan Karadzic, a chief war-crimes sus- 
pect and ethnic-cleanser—could lose out heavily, though 
other ruthless forces in the Serb camp may pick up some of 
his votes. Kresimir Zubak, the senior Bosnian Croat politi- 
cian, has broken ranks with the ultra-nationalists in his com- 
munity. And at local level, some ofthe new cantonal adminis- 
trations may be more amenable to letting refugees return. 

But the most the elections will produce is a slight blurring 
of the edges of inter-ethnic confrontation; and this achieve- 
ment, like every other recent achievement in Bosnia, will be 
possible only as a result of serious international arm-twisting. 
Western aid donors, peace promoters and generals have vir- 
tually turned the country into a protectorate, with several 
thousand expatriates doing duty as a civil service and legisla- 
ture. If Bosnia has at least the trappings of a functioning 
state—a flag, currency, passports and so on—that is largely be- 
cause Carlos Westendorp, the outside world's man over Bos- 
nia, has imposed decisions over the heads of squabbling local 
politicians (see page 54). How long, taxpayers will ask, must 
America and its allies go on shelling out aid and advice? 

In practice, the protectorate will probably have to con- 
tinue for quite a bit longer. Western governments have made 
the calculation that the alternative—renewed war, creating 
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several hundred thousand more refugees—would be much 
worse. Then there are regional factors to consider. The mani- 
fest failure to stop Serb bullying in Kosovo would portend an 
even greater Balkan disaster, were it not for the bizarre fact 
that western-ruled Bosnia has become a sort of stabilising fac- 
tor, instead of an infectious sore. As for the military burden, 
defence planners can argue (with some reason) that NATO’s 
European land forces might just as well be deployed in Bos- 
nia building bridges—literally and metaphorically—as hang- 
ing around the German plains, waiting for non-existent So- 
viet tanks. In any event, allowing Bosnia to be carved up by its 
ethnic bosses would set a disastrous precedent for other Bal- 
kan countries, especially volatile Macedonia. 


Still broke 


All these are respectable enough arguments against pulling 
out of Bosnia abruptly. But sooner rather than later, the coun- 
try's own politicians must be induced to take responsibility 
for the fate of the whole country, as opposed to their narrow 
tribal interests. One approach would be to impose a new elec- 
toral system, designed to encourage cross-community voting 
and to force politicians to seek support (or at least acquies- 
cence) from ethnic groups other than their own. That way, 
candidates would have a real incentive to show moderation, 
instead of just flexing nationalist muscles. 





Tales from the cities 


Like their original prosperity, the revival of Britain's provincial cities 
depends mainly on private enterprise and improved infrastructure 


ROM the 1840s, when Manchester became the cradle of 

the industrial revolution, Britain's provincial cities en- 
joyed a golden age of economic might, and political and cul- 
tural self-sufficiency. It was brief. In the 1870s, while great 
civic works from art galleries to sewers were still being built, 
London was already reining in the upstarts. New laws, such as 
the 1870 Education Act and the 1875 Public Health Act, im- 
posed increasing uniformity on local services. The capital's 
cultural influence grew in the 1890s as local newspapers lost 
ground to London-based national ones. And its dominance 
became assured in the early 20th century, as its grants to city 
councils came to form a large share of their income. 

As we have described in our series of reports from the pro- 
vincial cities, which ends this week (see page 56), there are 
signs that several have reversed their decline of recent de- 
cades. Compared with the grim 1980s especially, their citi- 
zens have better employment prospects and a wider choice of 
activities and entertainment. But it is too early for civic lead- 
ers to crow. Some of their citizens appear to have been taking 
advantage of favourable economic circumstances elsewhere: 
new official figures show that in 1997 the populations of 
Manchester, Liverpool and Swansea have continued to fall 
and that in Sheffield, Newcastle, Leicester, Birmingham, Mid- 
dlesbrough and Bradford, the population gains of the early 
1990s were partly reversed. 

Provincial leaders sometimes blame London for their 
problems: it exerts too much control over their spending and 
gives them too little money to run their services properly. But 
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Londoners already subsidise the rest of Britain to the tune of 
£6 billion a year. Evidence from such bodies as the Audit 
Commission and Ofsted, the schools inspectorate, shows that 
councils could provide better services for the same money if 
they brought themselves up to the standards of the best. 

The cities’ problems are partly of their own making. Some, 
such as Glasgow and Liverpool, sent many of their citizens to 
live in distant “new towns”, thinking that they were exporting 
their troubles. In fact they set offa spiral of decline. It was the 
wage earners, taxpayers, spenders, and job creators who left; 
and high local taxes and poor services, especially schools, dis- 
courage them from returning. Regeneration grants from 
Whitehall and Brussels have been used to build shiny sports 
stadiums and waterfront developments. But in some cases 
the money lavished on such showpieces might have been bet- 
ter spent on improving roads or central shopping areas, or on 
refurbishing existing amenities, such as parks and museums. 

It is unlikely that Britain's provincial cities will regain the 
importance that they enjoyed in the 19th century. Today, Lon- 
don’s economy is so much bigger than theirs—indeed, it is 
bigger than Austria’s. Many people and businesses are com- 
fortable in the shires and suburbs, and will be reluctant to 
return. But city leaders should not despair. There is much that 
they can do (and in some places are doing) to improve ser- 
vices and infrastructure, and to encourage more private in- 
vestment. It was, after all, private commerce that once made 
the cities great—and it can make them thrive again. 





THE ECONOMIST SEPTEMBER STH 1998 


ing name for Midis fishore men 8 aS principal place ot business i is fe Bey: As at 31 December 1997. iis pau upcapitálo 
bie: RUE Afitiugh | Income is paid irre from tax ae if may he Hable to ole i vaut oe oi ee OF. comics, oF jit: su 








There is a simple and legal way of reducing the amount of tax you will pay in the UK - simply move your r UK (saving to toan 
offshore bank while you are living overseas.. 


To help you see i df you could benefit from this, try answering: the olana 1 questions: 

1. Will you be overseas for a FULL UK TAX YEAR? YES J NO OQ 
2. Do you have SAVINGS IN THE UK? wid wu 
3. Do you have PROPERTY IN THE UK? YES G NO Q 

4. Do you have any INVESTMENTS IN THE UK? YES J NO J 







If vou ticked ' yes to the first two questions and one other, there's a good chance you may 
have a tax liabil ity you could legally reduce by banking offshore. : 


To find out. more, contact Midland Offshore now, for a free copy of our brochure 
‘How to reduce your UK tax bill and details of the many benefits Midland Offshore can provide. 





Midland Offshore 


Member HSBC Group 


Making your money work harder M 
Call 44 1534 616111 i wnio aot vore tbe am b+ Quid 


24 hours a day : Please send me my copy of ' How to e your Uk tax bill" 


1534 61 6222 j Name o o ooo ea Nati tonality 


24 hours a da y IS oec n eae cree eme —— Tu 


0 Orcutthiscoupon — 77 7 v s 














SDA Bocconi presents its Master's programmes. No admission ticket required. - 


The next presentations of the MBA and MIEM programmes will take place i in: 

Seoul 16 September 1998 Bogota 21 October 1998 

Tokyo 23 September 1998 Caracas 23 October 1998 
Copenhagen 25-26 September 1998 Los Angeles 24 October 1998. 

New York 2-3 October 1998 London 26 October 1998 
Toronto 7 October — 1998 Sao Paulo 26 October 1998 

Paris 10 October 1998 Buenos Aires 28 October 1 998 . 
Madrid 17 October — 1998 Frankfurt 14 November 1998. m 
Mexico City 19 October 1998 Brussels 28 November. 1998. um 


Information sessions will also be organized in the following countries: Greece, Norway, Malta, Turkey. 


For further information: SDA Bocconi - Via Balilla, 16/18 - 20136 Milan - Haly- ae 
Tel +39 ~ 02 - 3836.3298/3281 Fax +39 - 02 - 58326,3275 E-mail: Marketing M Esda uni occoni.it 
| Internet: WWW. w.sda. uni-hocconiit (me eini, ud 


SDA BOCCONI 


gis . | BAM. weroni University Schoal of Wanagemen 
a or a " ASTERS IN INT ERNATIONAI » Bocconi University School of Management 


ECONOMICS AND MANAGE 





i-a Le dE m — 


"me 


THE WORLD ECONOMY 


On the edge 


The risks of a deep global recession are increasing. But it can be avoided so 
long as policymakers heed some lessons from history 


[17 E ARE today in the middle of the 

greatest economic catastrophe of 
the modern world... the view is held in 
Moscow that this is the last, the culminat- 
ing crisis of capitalism and that the existing 
order of society will not survive it." Thus 
spoke John Maynard Keynes in 1931, as 
world output was tumbling and unem- 
ployment everywhere inexorably rising. 
But plenty of economists might express 
similar views today. The world economy 
has become far more danger- 
ously poised even during the past 
month, let alone over the past 
year. At the annual meeting ofthe 
Federal Reserve Bank of Kansas 
City in Jackson Hole, Wyoming, 
over the weekend, some central 
bankers were privately admitting 
that these are the worst global 
economic conditions they have 
seen in their lifetime. 

The economic casualty-list 
makes depressing reading. Japan 
and most ofthe rest of East Asia is 
in deep recession. GDP is ex- 
pected to fall by as much as 15% in 
Indonesia this year, and by 6-7% 
in South Korea and Thailand. 
Russia's government has, in ef- 
fect, defaulted on its debt; its eco- 
nomic predicament worsens by 
the day. China may yet respond 
to the sharp slowdown in its ec- 
onomy by devaluing its exchange 
rate, and the Hong Kong dollar is 
under severe pressure. Latin 
America still teeters on the brink. 

Even some developed econo- 
mies, such as Britain’s and Cana- 
da’s, are slowing. And Wall Street has fallen 
sharply from its peak (see page 69). Indeed, 
tumbling share prices have wiped almost 
$4 trillion off the world’s financial wealth 
over the past two months—the equivalent 
of Japan’s GDP. 

Economies that account for two-fifths 
of world output, measured at purchasing- 
power parity, are already in recession or 
stuttering. World output grew at an average 
of 4% in 1996 and 1997, but J.P. Morgan, an 
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American bank, now forecasts growth of a 
mere 1.5% this year and 1.7% next (see chart 1 
on next page). Admittedly, these are at the 
gloomier end of the present range of pre- 
dictions. But if they turn out correct, this 
would be the same growth over the two 
years as in 1981-82, the world economy's 
worst “recession” since the 1930s. And even 
then, the bank is assuming that America 
and Europe will continue to grow next year 
(albeit at sluggish rates, of 1.3% and 2.1% re- 
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spectively); it also expects a return to mod- 
est growth in both Japan and emerging 
Asia. If instead—as some pessimists ex- 
pect—Asia fails to recover and America 
dips into recession, global output could de- 
cline next year for the first time in 60 years. 

Russia’s implosion has triggered a new 
phase in the emerging-market crisis. Its 
economy accounts for a mere 2% of world 
output, so its direct impact on world trade 
and output is tiny. But the indirect effects— 





through commodity markets, investors’ 
confidence, the cost of capital—are proving 
far bigger. Coming on top of other financial 
troubles, Russia’s plight could be the straw 
that breaks the camel’s back. 

The sickness has spread far and wide: to 
Eastern Europe, South Africa and Latin 
America. Venezuela may soon be forced to 
devalue its currency. Brazil's economy is 
not in such bad shape as Russia's, but there 
are some nasty similarities, not least a big 
budget deficit (7% of GDP). Brazil has suf- 
fered a heavy capital outflow in recent 
weeks. The government may be able to re- 
sist a devaluation for a while, but the cost it 
pays through higher interest rates will be 
painful. J.P. Morgan now expects Brazil's 
GDP to contract by 2% next year, reducing 
growth in Latin America to just 0.8%. 

There are two main routes for conta- 
gion from Asia and Russia to spread to 
other economies. The first is commodity 
prices. East Asian countries are 
big importers of raw materials, so 
the slump in the region has sav- 
aged the price of oil and other 
commodites. Fears that Russia 
might try to boost export reve- 
nues by dumping commodities 
on world markets have exacer- 
bated the decline. The Economist 
all-items commodity-price index 
has fallen by 3096 since mid-1997, 
to its lowest in real terms for over 
25 years. The prices of industrial 
commodities are now at their 
lowest in real terms since the 
1930s (see chart 2 on next page). 
This has severely hurt commod- 
ity producers, not just in Latin 
„>| America and Africa, but also in 
Australia and Canada. 

A second channel through 
which emerging-market troubles 
have spread is investor confi- 
dence. Bruised by big losses in 
Asia and Russia, investors every- 
where are fleeing from risky as- 
sets into safe havens such as 
American Treasury bonds. The 
best measure of this increased 
perception of risk is that the average yield 
on emerging-market government bonds 
has risen to 15 percentage points above the 
yield on American Treasuries, compared 
with a mere three points last autumn. 
Higher costs of borrowing dampen growth 
throughout the emerging world; they also 
inflate government debt-servicing costs in 
countries such as Brazil. 

Emerging economies with large cur- 
rent-account deficits, such as Brazil and Po- 
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land, may have a particularly tough time as 
external finance dries up. They may there- 
fore have to curb domestic demand. J.P. 
Morgan forecasts that total net capital 
flows to emerging markets will slump to 
$119 billion in 1999, down from an ex- 
pected $186 billion this year and $247 bil- 
lion in 1997 (see chart 3). 

Against this litany of woes, however, it 
is worth noting one small glimmer of hope. 
In East Asia, export volumes are starting to 
pick up. Countries such as South Korea and 
Thailand may this year run current-ac- 
count surpluses of more than 10% of GDP. 
As a result, exchange rates have stabilised 
and interest rates have dropped—South Ko- 
rea’s, for instance, have fallen to 10% from 
25% in December. The latest figures show 
that the East Asian economies experienced 
big declines in output in the second quar- 
ter. But if these trends continue, their econ- 
omies may stop shrinking by the end of this 
year. 


The bubble bursts 


Perhaps the scariest fallout from the latest 
turmoil in Russia has been the fall in Wall 
Street and other developed markets. De- 
spite a midweek rally, the Dow Jones Indus- 
trial Average is still down by 17% from its 
peak, wiping out all of this year’s gains. 
Many Wall Street analysts complain that 
the stockmarket has overreacted to the trou- 
bles in Russia, which will have little impact 
on America’s economy and corporate prof- 
its. But this misses the point: American 
share prices had previously risen to extraor- 
dinarily high levels by all historical valua- 
tion measures—and Russia was simply the 
reason that investors, already nervous, had 
needed to start selling. 
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More dominoes may fall in the emerg- 
ing world, but the fate of the global econ- 
omy stands on the shoulders of the Ameri- 
can and West European economies, which 
account for about two-fifths of world out- 
put. Both have been enjoying growth of 
around 3% this year. But for how long can 
their economies remain immune to the 
present financial turmoil? 

More than two-fifths of America’s ex- 
ports go to developing countries, so it will 
suffer some fall in demand thanks to their 
slump. But the biggest risk to the American 
economy is not a slowdown in exports, but 
a further big fall in its stockmarket. Wall 
Street's rise in recent years has proved a 
powerful engine of growth for America’s 
economy. It has come to be taken for 
granted—which is dangerous, 

Thanks to the bull market, the mea- 
sured wealth of American households has 
doubled over the past three years. This has 
made consumers feel richer, and as a result 
they have saved less and consumed more. 
In the second quarter of this year America’s 
personal savings rate fell to a historic low of 
0.6%, with consumer spending jumping at 
an annual rate of 6%. Rising share prices 
also made it cheaper for firms to raise eq- 
uity finance, so fuelling a surge in invest- 
ment. The risk now is that this could all go 
into reverse, as plunging share prices dent 
consumer and business confidence. 

If the Dow Jones stays close to its cur- 
rent level of nearly 8,000, then the impact 
on consumer spending may be small, as 
that still leaves the market 25% higher than 
in December 1996. But by such measures as 
price/earnings ratios or the yield gap, Wall 
Street is still significantly overvalued—the 
more so since profit growth this year seems 
to have flattened out. 

What if the market plunged? A tradi- 
tional rule of thumb used by economists is 
that a $1 gain in wealth eventually raises 
consumer spending by 3-4 cents. But al- 
most twice as many households now own 
shares as in the mid-1980s; so the wealth ef- 
fect is likely now to be larger. Moreover, the 
wealth effect may be asymmetric: a fall in 
share prices could reduce economic activ- 
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ity by more than a rise in prices boosts it, 
because of the greater adverse impact on 
confidence. On this basis, a 4096 drop in 
share prices could trim consumer spend- 
ing by 4-5% over two years. 

Already there have been loud calls for 
America to cut interest rates to prevent a 
global slump. Indeed, forward markets are 
discounting a cut in short-term interest 
rates. But a decision by the Federal Reserve 
to make a quarter-point cut, say, would do 
little to help Russia, Brazil or Thailand. And 
anything bigger could risk sparking Ameri- 
can inflation. 

American interest rates are already 
lower than they otherwise might be. Had 
there been no world financial turmoil the 
Fed would surely have raised rates by now 
to cool the excessive pace of growth. Many 
officials at the Fed had been fretting about 
the growth of a financial bubble in Amer- 
ica, and the risk that it might have exploded 
into future inflation. But if the bubble has 
now burst, interest rates no longer need to 
rise to prick it. 

Even so, it would be a mistake for the 
Fed to cut interest rates just yet. For that, it 
needs clearer evidence of a slowdown in 
demand, or the prospect that a further 
plunge in the stockmarket might threaten 
to choke future spending. There is little sign 
of either. America's GDP growth slowed to 
an annual rate of 1.6% in the second quarter 
of this year, but that was largely due to the 
strike at GM, a big run-down in inventories 
and a fall in exports. Domestic demand 
continued to expand at an annual rate of 
almost 7%. America's labour market re- 
mains tight and money-supply growth has 
been worryingly rapid. 

Fed officials say that, if global economic 
turmoil looks likely to endanger America's 
economy, they are ready to cut interest 
rates. But for the moment the Fed is more 
likely to keep rates on hold. It has not for- 
gotten the mistake it made in 1987 when, 
despite rapid money-supply growth, it cut 
interest rates in an overzealous response to 
the crash on Wall Street. It was forced to in- 
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crease rates sharply a year later when infla- 
tion began to rise. 

On the other side of the Atlantic, there 
are already fears that Britain may have a 
mild recession next year. On current 
trends, however, the continental European 
countries that will in January join the 
planned single currency promise to be 
among the world’s fastest-growing in 1999. 
European households hold less of their 
wealth in shares, so a stockmarket crash 
will have little effect on spending. For in- 
stance, in France and Germany, household 
shareholdings are equivalent to less than 
20% of their annual disposable income, 
compared with 100% in America and 65% 
in Britain. 

Indeed, the real fear is that the new Eu- 
ropean Central Bank, anxious to establish 
its credentials as guardian of the world's 
second currency, the euro, will be inclined 
to be too tough. Peripheral economies such 
as Ireland's and Spain's have been showing 
signs of incipient inflation. And the ECB is 
eager to inherit the fearsome reputation of 
the German Bundesbank. Should the euro 
economies falter, there must be a risk that 
the ECB will be too slow to respond by eas- 
ing monetary policy. 

In any case, if America itself trips up 
badly it would probably drag Europe down 
with it. That makes it more worrying that 
continental European banks are more 
heavily exposed to both Asia and Russia 
than are their American counterparts. 
Whereas American banks seem to have 
learnt something from their painful mis- 
takes of the early 1980s, the Europeans have 
taken more risks in order to increase their 
share of the market. In short, Europe, for all 
its apparent health, cannot escape un- 
scathed from the world's current turmoil. 


The lessons of history 


The odds are, however, that total world out- 
put will fall next year only if America itself 
goes into recession. This cannot be ruled 
out. But so long as policymakers in America 
and Europe keep their heads—if need be, 
cutting interest rates and allowing budget 
deficits to widen—it is unlikely to turn into 
anything like a 1930s-style depression, 
when America’s GDP fell by 30% over three 
years. There are many similarities between 
now and the late 1920s, such as falling com- 
modity prices and an overvalued stock- 
market. But as Russell Jones, an economist 
at Lehman Brothers, points out, there are 
also some big differences. 

First, until the early 1930s countries 
were on the gold standard—under which 
their currencies were tied to gold. This re- 
stricted their ability to ease monetary pol- 
icy as economies went into recession after 
the Wall Street crash of 1929. 

Second, governments compounded 
their tight-money mistake with tight fiscal 
policies, even in the depth of the depres- 
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sion. Rather than allowing taxes to fall 
automatically as incomes declined, the 
Americans raised taxes in 1932 to balance 
the budget. Not only do governments have 
a better understanding of macroeconomics 
today, but now that public spending takes a 
much bigger share of Gpr, their ability to 
stabilise demand is greater. 

The third difference between today and 
the 1930s is that there were no global orga- 
nisations such as the G7 or the IMF to over- 
see the world economy. The IMF was set up 
in 1944 at the instigation of the Americans 
to head off any future global economic col- 
lapse. Its mission was to foster global eco- 
nomic co-operation and provide tempo- 
rary financial assistance to countries with 
balance-of-payments problems. 

The 1MF is currently under fire from 
economists and politicians for its handling 
of the crises in Asia and Russia. They argue 
that its remedies—tight macroeconomic 
policies and far-reaching corporate and fi- 
nancial restructuring—have made things 
worse not better. The most extreme critics 





think the Fund should be abolished. Mean- 
while America's Congress is blocking an ur- 
gent increase in its funds. 

The 1MF's solutions may indeed have 
been wanting. In hindsight its policies in 
Asia were too contractionary (and are now 
being eased), and its requirements for struc- 
tural reform may have demanded too 
much in an environment of panic. But the 
way to resolve these mistakes is to improve 
the IMF; it is not, as the critics advocate, to 
withhold much-needed funds. 

If the emerging-market crisis deepens 
and the 1MF runs out of money; if Japan 
continues to delay its plans to rescue its sick 
banking system; if Wall Street crashes, but 
the Fed refuses to cut interest rates; if the 
European Central Bank pushes up interest 
rates purely to establish its anti-inflation- 
ary credentials; if all of the above, then 
things would indeed look bad for the world 
economy. But one hopes that not all policy- 
makers could be that incompetent. 

One huge policy error in the 1930s was a 
retreat towards protectionism. In June 
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1930, Herbert Hoover signed the Smoot- 
Hawley tariff, which swiftly prompted 
other countries to retaliate. Today, the pro- 
tectionists have so far remained quiet. But 
they will surely become more vocal if Amer- 
ica tips into recession—or if its current-ac- 
count deficit, as is likely, continues to bal- 
loon ever upwards. 


Capitalism in retreat? 

A related and more worrying backlash 
against free markets is the increasing inter- 
est on the part of politicians and econo- 
mists in market intervention or capital 
controls as a solution to the crisis. In a radi- 
cal departure from its free-market tradi- 
tion, Hong Kong's government has been in- 
tervening heavily to prop up share prices. It 
says that its aim is to punish speculators 
that have been selling shares short and bet- 
ting against the currency in the hope that 
higher interest rates will push down share 
prices. On September 1st Malaysia im- 
posed strict controls on capital move- 
ments. And respected American econo- 
mists are also now arguing the virtues of 
capital controls. 

Paul Krugman, an economist àt MIT, 
has argued, in a recent article in Fortune, 
that Asian economies should introduce 
capital controls. This, he suggests, would 
break the link between domestic interest 
rates and exchange rates and so allow gov- 
ernments to cut interest rates to get their 
economies growing again. 

Desperate situations may indeed call 
for desperate remedies, but this seems 
nonetheless an odd time to be advocating 
strong controls on capital. After all, as it 
were, the horse has already bolted. Intro- 
ducing severe controls now could well ac- 
celerate rather than slow the flight from 
emerging markets, by making investors 
even less willing to invest new money. Such 
controls, if they are not too leaky, inevitably 
create economic distortions, as well as de- 
terring the long-term foreign direct invest- 
ment that is essential for growth in devel- 
oping countries. 

Most serious of all, governments that 
hide behind strict capital controls have less 
incentive to pursue other essential eco- 
nomic reforms. Market discipline has 
forced both South Korea and Thailand to 
implement significant reforms—certainly 
much more than Malaysia. And they have 
been rewarded: both have already cut their 
interest rates sharply this year without 
weakening their currencies. 

Indeed the biggest risk now to the world 
economy may lie not so much in a deep de- 
pression, which could be averted. It is that 
there may be a wholesale retreat from free 
markets. Any such retreat would damage 
longer-term growth prospects, which in 
many emerging economies have been 
steadily improving, for decades to come. 
——————— —  —— € — (P — — 
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Russia's political and finan- 
cial chaos continued, even as 
Bill Clinton tried to encour- 
age Boris Yeltsin at a sum- 
mit in Moscow. The Commu- 
nist-dominated Duma 
refused to endorse Mr 
Yeltsin's appointee as prime 
minister, Viktor Cherno- 
myrdin, leaving the country 
without a government. The 
rouble went on sliding. 


Politicians in Northern Ire- 
land made concessions to 
their opponents: Sinn Fein 
said violence must be "over, 
done with and gone"; Union- 
ist leader David Trimble 
agreed to a meeting at which 
republicans will be present. 
The British and Irish parlia- 
ments were recalled to pass 
new anti-terrorist laws. 


Willy Claes, a former secre- 
tary-general of NATO and ex- 
deputy prime minister of Bel- 
gium, went on trial with 
several compatriots, all 
charged with taking kickbacks 
in the late 1980s on purchases 
of French and Italian arms. 


In France, a trial began of 
138 people accused of helping 
Algerian terrorists. Most of 
their lawyers stayed away. 


Slobodan Milosevic, Serbia's 
president, and Ibrahim 
Rugova, who represents Alba- 
nians seeking independence 
for Kosovo, agreed to put off 
a decision on the final status 
of the Serbian province. The 
draft deal cleared one obsta- 
cle to ending Serbia's war 
against the separatists. 
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POLITICS THIS WEEK 


Poland introduced a new pe- 
nal code that ends the death 
penalty and brings court pro- 
cedures into line with those 
of the European Union. 


A Swissair aeroplane 
crashed off the coast of Can- 
ada, with 229 people on 
board. There were no 
survivors. 


Rauf Denktash, leader of the 
Turkish part of Cyprus, pro- 
posed a confederation with 
the island's Greek south. 
Greece and Greek Cyprus re- 
jected the idea. 


Asian rage 


North Korea test-fired, unan- 
nounced, a ballistic missile 
which flew over Japanese ter- 
, ritory. Officials in Tokyo and 
Seoul expressed outrage at the 
test and Japan stopped food 
aid and commercial flights to 
North Korea in protest. 











Crisis continued in Cambo- 
dia as opposition parties and 
students protested in Phnom 
Penh's "Democracy Square" 
against the outcome of July's 
elections for the national as- 
sembly. The national election 
committee certified that the 
party of Hun Sen, the prime 
minister, had won. King 
Norodom Sihanouk offered 
to mediate between party 
leaders, who agreed to talks. 


The Australian government 
called a general election for 
October 3rd. 


| In Myanmar nearly 4,000 


| students protested at their 
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campuses in Yangon, the cap- 
ital, against military rule. Riot 
police were sent in. It was the 
biggest anti-government dem- 
onstration for two years. 


South Korean riot police 


| stormed factories owned by a 


car-parts maker to end a 


| strike over mass layoffs. 





Anwar Ibrahim, Malaysia's 
deputy prime minister, fi- 
nance minister and pre- 
sumed heir to the leadership, 
was sacked, sparking fears of 
political instability. 





. Latin hopes 


As world markets yo-yoed, 
Colombia in effect devalued, 


| Brazil's president declared 


he saw no grounds to raise in- 
terest rates, and Mexico's 
said that, given sound poli- 
cies and discipline, its econ- 
omy could still grow by 496 in 
each of the coming two years. 


Working groups began the 
long haul toward a proposed 
Free-Trade Area of the 
Americas. Separately, Central 
American leaders called for 
their exports to enjoy "NAFTA 
parity"—the same trade terms 
as Mexico's—in the United 





| States’ market. 


In a referendum, Panamani- 
ans rejected a proposed 


_ change to the constitution 


that would have let resident 
Ernesto Perez Balladares run 
for a second term. 


Argentina's President Carlos 


_ Menem pushed through an 
| overdue, but watered down, 





bill to loosen labour markets. 
Too strong, howled unions; 
too weak, groused the IMF. 


The UN launched an appeal 
for $20.5m in food aid to 
help those most affected by 
drought in eastern Cuba. 


War path 


Congolese rebels attempting 
to take the capital, Kinshasa, 
were battered by Angolan 
and Zimbabwean aircraft 
and hunted down by Congo- 
lese soldiers. The UN Security 
Council called for a ceasefire. 
South Africa’s President Nel- 
son Mandela, in a surprise 
change of policy, said that 
military intervention in 
Congo was justified. 


Angola lurched closer to full 
civil war when the MPLA, the 


| dominant partner in govern- 
| ment, expelled UNITA from 


cabinet and parliament, cit- 

ing the rebel movement's fail- 
ure to disarm. Senior mem- 
bers of UNITA said they were 
suspending their leader, Jo- 

nas Savimbi. | 


In its first conviction, the 
UN's tribunal in Arusha, Tan- 
zania, found a Rwandan ex- 
mayor guilty of genocide. 


1970 80 90 2000 10 20 30 40 50 


Forecast 





Source: UN 


By next June the world will 
have 6 billion people, said 
the UN’s latest population re- 
port, and about 10 billion by 


| 2050. Richer countries will 


have too many old people; 
the poorer countries of Africa 
and south Asia will have lots 
of young of working age but 
not the work for them. 
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A tale of two bears 


currency, the ringgit. The 
prime minister, Mahathir 


its initial public offering 


| planned for October. The gov- 


five other European insurers 
and let an international com- 


Stockmarkets Mohamad, said that capital | ernment will sell up to 49% mission decide on claims. 
Aug 17th 1998-100. controls were the only way to | of the company, which could 
insulate his country's econ- be Europe's biggest new share | A new class-action suit was 
omy from turmoil in global offer this year. filed in America by former 





Bad news from Russia and 


capital markets. 


slave labourers against Ger- 


: man companies that ex- 
Banks gave more details of Boisson battles ploited them under the Nazi 
their losses from the recent regime. The defendants in- 
turmoil in world markets. clude industrial blue chips 
Among the biggest: Salomon such as Siemens, BMW, Daim- 
Smith Barney, with a net loss ler-Benz, Volkswagen, Krupp- 


of $150m over the past two 
months that will dent the 





Hoesch and MAN. 


Asia sparked fears of global earnings of its parent, Travel- Boeing took further steps to 
recession and gave stock- ers Group. Travelers' merger unblock production bottle- 
markets the jitters. Wall partner, Citicorp, and Mor- necks in its commercial air- 
Street plunged 6% on August | gan Stanley Dean Witter, an craft operations, which last 
31st, before bouncing back the | investment bank, also said | PepsiCo tried to sway the year pushed the company 
next day amid the heaviest that the crisis would cut earn- | French government into stop- | into the red for the first time 
trading in history. Bourses in | ings. Barclays, a British bank, | ping its arch-rival Coca-Cola | in 50 years. It fired the divi- 
Europe followed Wall Street took a £250m ($420m) charge | from buying Orangina, a sion’s head, Ron Woodard, | 
down—and up. specifically against its Rus- French soft-drinks maker. If and replaced him with the 3 

sian exposures. France vetoed the takeover, boss of Boeing's military-air- 1 
Stocks also tumbled in Hong said Pepsi, Orangina could craft arm, Alan Mulally. 
Kong, after the government Northwest Airlines, Ameri- make and distribute Pepsi's j 
stopped buying shares to sup- | ca's fourth biggest carrier, said | drinks brands in France for Full power 1 
port prices. The authorities it would lay off 27,500 em- the next ten years. Orangina ; 
had been trying to buoy the ployees in response to a pilot | rejected the offer as a lobby- Britis. utilities 
market since August 14th. strike that has been ground- ing ploy. Sharep es 

ing its planes. sf Yaa Sre 
The Russian central bank London’s derivatives ex- 
said it had begun to restruc- change, LIFFE, is to launch a 
ture the country’s battered new ten-year swap contract in ; 


banking system, by ordering 
large banks to recalculate 
their capital reserves by Sep- 
tember 15th—smaller banks 
by October 1st—and to work 
out recapitalisation pro- 
grammes with shareholders. 





euros, Europe’s planned sin- 
gle currency. LIFFE hopes this 
will become Europe’s bench- 
mark contract, instead of the 
German bund futures con- 
tract, the business in which 
has largely migrated to Ger- 





Consolidation in Britain’s 


Six banks were also told to many's derivatives exchange. | electricity industry gathered 
transfer their individual ac- American prosecutors pace, as Scottish Hydro-Elec- 
counts to the state-owned charged Microsoft with pred- | USWeb, an Internet technol- | tric made a £2.7 billion ($4.5 
Sberbank. atory behaviour in exerting ogy firm, is to buy CKS, a billion) all-paper bid for 


Contrary to the conventional 
wisdom that America’s cur- 
rency is a safe haven in time 


pressure on a rival, Apple 
Computer, and on the chip 
maker Intel into sidelining 
new technologies that would 


marketing-services firm, for 

$300m. The new group, to be 
called Reinvent Communica- 
tions, hopes to bring innova- 


Southern Electric. The merger 
will create one of Britain’s 
largest power companies. 


of global economic panic, increase competition for tive advertising ideas to the A French retailer, Carrefour, 
currency traders drove the Microsofts software products. | Internet. offered to buy all of the super- 
dollar down to DM1.75 and They criticised especially market chain Comptoirs 
¥136.4 on September ıst. As — | Microsoft's boss, Bill Gates. The board of Generali, an Modernes, of which it al- 
speculation that the Fed Italian insurer, approved a ready owns 22.8%, for FF18.8 
might cut interest rates to Unphased $100m settlement of a New billi ən ($3.2 billion). The deal 
save a gloomy world econ- York class-action lawsuit filed | is the latest in a bout of 
omy ebbed, the dollar Switzerland's state-owned by Holocaust victims with French retailing mergers that 
recovered. | telecoms company, unpaid claims on pre-war followed a 1996 law banning 
| Swisscom, shrugged off gy- life-insurance policies. But it | new hypermarkets in France 
Malaysia stopped all for- rating equity markets and will pay only ifall claims are | and, in effect, forcing retailers 
eign-exchange trading of its said it would go ahead with waived; otherwise it will join | to grow by acquisition only. 
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TAKE iT? Banking and Risk Management in 
Emerging Markets, 


O R October 1*2, 1998 Upcoming courses in 


The Salomon Center Frontiers In 


E: E AV E ' rms New York City Finance Series: 


Frontiers in Corporate Valuation, 
Nov. 5-6 





Learning how to evaluate the 
best opportunities in emerging 
markets isn't an overnight 
process, At the Stern Executive 
Development Program, it takes Managing Credit Risk: 
two days. The Next Great Financial 


Professors Ed Altman, Roy Smith Aene. Der 2:3 
and Ingo Walter set regional 
crises, and the financial losses 
they trigger, in the context of 
strong real growth, high rates of To receive detailed course 
return and unusual potential for descriptions and to register, 
portfolio diversification. call 1.888. NYU.EXEC 

The real risk in emerging markets fax 212.995.4502 

is being unprepared. You don't exec-devGstern.nyu.edu 
have to be. www.stern.nyu.edu/executive 


Equity Derivatives: 
Pricing and Applications, Nov. 9-10 


Active Trading: 
Exploiting Asset Pricing 
Anomalies, Dec. 7-8 


EXECUTIVE 


DEVELOPMENT 






ex Graduate School of Business Administration g 

DARDEN University of Virginia EXECUTIVE EDUCATION 
Darden has been consistently ranked by Business Week magazine as one of the best executive education schools in the world. Each 
year we deliver over 100 open-enrollment and custom executive education program offerings to more than 4,000 executives and 
practicing managers from 500 organizations worldwide. Most programs range from 1 to 2 weeks in duration. 

-General Management J Service Excellence: People, J Strategic Marketing Management 
C] The Executive Program Process, and Information -Operations 
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7] Strategic Management for Line Managers —]) Financial Management for 


-Leadership and Organizational Change | _ Non-Financial Managers 
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-Special Topics 
J Bargaining and Negotiating: A Learning 
Laboratory 


































; Strategy and Implementation : LEM i CEST 
a Performing Organization M ke li d Sal J Competing in a Deregulated Electric Utility 
J Creating the Future: The Challenge ot marketing ang sales Environment: Lessons for the Twenty-First 


Transformational Leadership 

J Human Resource Forum: Key Strategic 
Human Resource Issues for the Next 
Century 

7] Leadership for Extraordinary Performance 

© Managing Individual and Organizational 
Change 

7] Power and Leadership 


J Business-to-Business Marketing 
Management 

7] Channel Management for 
Business-to-Business Marketers 

J Fundamentals of Pricing Strategy: 
Conceptual Tools and Strategic 
Perspectives 


Century 
J Creating Successful Alliances and Partnerships 
T Darden Minority Business Executive Program 
7 Developing Leadership Capability in the 
Corporate Aviation Function 
J Managing in the Global Business Environment 
Js: M SAMT TI Managing the Corporate Aviation Function 
Sales Management and Marketing | 73 Multipartv Negotiations 
Strategy igi ee ue ECON 9/5/98 
71 Send me information on the program(s) | have selected. Fax/mail to: Executive Education, The Darden School Foundation. University of 
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Heir today, gone tomorrow 


KUALA LUMPUR AND BANGKOK 


Malaysia's prime minister has tightened his grip on the country by sacking his 
deputy. He is also trying to isolate the economy 


€€"T^HE hallmark of leadership", Anwar 
Ibrahim once wrote, "is to act on 
conviction based on principles, rather than 
to pander to the whims and fancies of the 
mob." This may have been a lesson he 
learnt at the feet of his mentor, Malaysia's 
prime minister, Mahathir Mohamad. 
Sadly for Mr Anwar, Dr Mahathir’s convic- 
tions led him, on September 2nd, to sack 
Mr Anwar as his deputy, as finance minis- 
ter and, presumably, as his heir apparent. 

Mr Anwar’s downfall came in a swirl of 
the murky intrigue which festers below the 
bland surface of Malaysian politics. He has 
suffered a campaign of innuendo about his 
personal morals—very damaging for a pi- 
ous Muslim. A book alleging all 
manner of improprieties—in- 
cluding bisexual promiscuity— 
has become widely known, de- 
spite a court injunction stop- 
ping its distribution, and Mr 
Anwar's adamant denials. 

One story involves a friend 
accused of procuring women 
for Mr Anwar. The friend, a 
prominent businessman, is in 
unrelated trouble: he has been 
arrested for possessing unli- 
censed bullets— a capital of- 
fence in Malaysia. The interro- 
gation of the businessman is 
believed to have helped build a 
case against Mr Anwar, who 
says he may be charged with 
leaking state secrets. He was of- 
fered a choice: resign and es- 
cape legal action, or face the 
sack and the courts. 

Mr Anwar decided to fight 
on. He says he has been the vic- 
tim of a high-level conspiracy 
and will contest any charges 
brought against him. Several 
hundred supporters gathered 
round his official residence 
and police stood by to keep or- 
der. Fears grew that Dr 
Mahathir might be preparing 
to cast his net wider, and deal 
with other critics too. 


THE ECONOMIST SEPTEMBER 5TH 1998 


Despite the lurid rumours, Mr Anwar's 
true crimes are probably his perceived po- 
litical ambition and his differences with 
his boss over how to handle the economy, 
which shrank by 6.8% in the second quarter 
of this year. He became deputy prime min- 
ister in 1993, by dint of his success in elec- 
tions in Malaysia’s dominant political 
party, the United Malays National Orga- 
nisation (UMNO). Ever since, there have 
been rumours of rifts with his boss, who is 
party chairman as well as prime minister. 
Mr Anwar and his backers, it was said, were 
impatient to see their man take over the top 
job. But both Dr Mahathir and Mr Anwar 
have always shrugged off such tales—usu- 





When Anwar was Mahathir's right-hand man 


ally as the inventions of foreign reporters. 
This has been harder to believe during the 
economic agony that Malaysia has gone 
through in the past year. While Dr 
Mahathir has consistently played striker, 
blaming all Malaysia's troubles on foreign- 
ers, Mr Anwar has been defender, reassur- 
ing investors that the government loves the 
market really. But even recently the two 
have insisted that they meet daily and that 
they see eye to eye. 

Yet at UMNO's annual congress in June, 
the leader of the party's youth wing at- 
tacked cronyism and corruption. Many 
saw his speech as being directed by Mr 
Anwars camp and aimed at the prime 
minister. But Dr Mahathir fought back, 
routed his opponents, and strengthened 
his position. Soon after, Mr Anwar's most 
important supporters in the press found 
themselves unemployed. 

Dr Mahathir also appointed Daim 
Zainuddin to his cabinet, in a "special 
function", which appeared to be lording it 
over MrAnwar in economic policy. Having 
abandoned the shadow IMF programme 
Mr Anwar had favoured, Dr Mahathir then 
responded to external pres- 
sures this week by, in effect, 
shutting Malaysia down. He 
announced a series of currency 
controls and fixed the ex- 
change rate against the dollar 
(see page 71). Already the cen- 
tral bank's governor and his 
deputy had resigned in antici- 
patory protest. Even without 
the allegations about his pri- 
vate life, Mr Anwar's position 
had become untenable. 

Mr Anwar was often seen 
by foreigners as the voice of 
economic commonsense and 
political liberalism. But he was 
once a fiery leader of a Muslim 
youth group, and spent nearly 
two years as a political pris- 
oner. He is still not trusted by 
some middle-class Malaysians, 
especially the ethnic Chinese, 
who are suspicious of his Is- 
lamist background. 

Yet he has a big following 
among UMNOS grass-roots. 
That may have been his final 
undoing. Lessons in leadership 
from a politician with auto- 
cratic tendencies may well con- 
flict with the iron-clad rule of 
survival as his number two: 
never pose a threat. 
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India 


Intolerant still 


MUMBAI 


ART less is heard these days from 
the ruling Bharatiya Janata Party 
about its pro-Hindu policies. The survival 
of its coalition of unreliable allies is the 
BJPs main aim. But away from Delhi the 
party continues to spread a culture of intol- 
erance in the states where it rules, aiming 
its darts at Muslims, India's largest reli- 
gious minority. 

Schoolbooks are being rewritten in Ut- 
tar Pradesh to disparage Muslim historical 
figures, and in Gujarat, another Bjr-ruled 
state, inter-religious marriages are officially 
discouraged. But the Byp’s Hindu-chauvin- 
ist face is particularly evident in Maharash- 
tra, India's most industralised and most 
prosperous state, which it runs in coalition 
with a regional party, the Shiv Sena. In July 
the government began deporting Banglad- 
eshis, mostly Muslims, claiming that they 
were illegal immigrants. Most are casual 
workers employed for their traditional 
skills in diamond cutting and gold embroi- 
dery work, and have lived in Mumbai (for- 
merly Bombay) for decades. Only after the 
communist state government in Bengal an- 
grily pointed out that some deportees were 
legally entitled to live in India did the BJP- 
Shiv Sena government back down. 

The coalition won power in 1995, dis- 
lodging the Congress Party, which had long 
ruled Maharashtra. Its chances of retaining 
power in state elections in 18 months' time 





North Korea 


Missiles away 


SEOUL 


OTORIOUS for mischief and un- 
predictability, which in the past have 
sometimes served its purposes rather well, 
North Korea surprised and angered its 
neighbours on August 31st by test-firing 
what was thought to be a newly developed 
ballistic missile with a range of some 1,500 
kilometres (930 miles). Part ofit passed over 
Japan, which responded angrily by sus- 
pending food and other aid for the famine- 
stricken nation. 

Japan also refused to sign a cost-sharing 
deal in which it, South Korea and America 
are supposed to be paying to build two 
light-water nuclear reactors in North Korea 
costing $4.6 billion. In return for these 
power stations, the Stalinist regime is sup- 
posed to freeze a possible nuclear-weapons 
programme. Yet last month American spy- 
statellite pictures revealed North Koreans 
working on a secret underground complex, 
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A minority at prayer 


look increasingly uncertain, which may ac- 
count in part for its increasing racism. It 
has not provided the jobs and homes it 
once promised. Crime has increased. Cor- 
ruption in the administration is common- 
place. At the election for the national gov- 
ernment in March the Bjr-Sena alliance 
won only 10 ofthe 48 seats in Maharashtra, 
down from 33 seats it held before. 

In August the Shiv Sena was blamed for 
its involvement in communal riots that 
started in Mumbai in 1992, when more 
than 900 people died and thousands of 
Muslims fled the city. After the riots a judi- 
cial commission of inquiry was appointed. 
Its report was actually completed in Febru- 
ary, but suppressed by the state govern- 


which could possibly be used for making 
nuclear weapons or the missiles to carry 
them. On September 3rd, Japan said it be- 
lieved North Korea planned to fire a sec- 
ond missile. 

In South Korea, some suspect that the 


—  — 1. nm 








ment. Now that the report has at last been 
published, it is clear why it was unaccept- 
able to the government. The commission's 
judge, B.N. Srikrishna, blamed the Shiv 
Sena for organised attacks on Muslims. Its 
leader, Bal Thackeray, he said, commanded 
the attacks "like a veteran general". Mr 
Thackeray says the judge is "biased". The 
chief minister, Manohar Joshi, dismissed 
the report as “anti-Hindu”. 

Several opposition parties, civil rights 
and minority groups have taken to the 
streets in protest. There is a High Court ac- 
tion pending against the government in 
connection with the report. This is a docu- 
ment that is unlikely to be conveniently 
filed away. 





North’s leader, Kim Jong Il, launched the 
missile to try to get concessions from Amer- 
ica. In the past bad behaviour by the North 
has paid off diplomatically. This time, if 
this was the North's intention, the tactic 
may have backfired, because of the anger it 
has created. However some North Korea 
watchers in Seoul reckon Mr Kim, who is 
thought likely to become, officially, head of 
state on September 9th, has given up much 
hope of outside assistance and is 
now trying to rally his people 
behind him. He is said to 
have recently purged reform-minded tech- 
nocrats. They included Kim Jong U, who 
had been in charge of attracting foreign in- 
vestments to a free-trade zone, and Choi 
Yong Hae, who had links to South Korean 
businessmen, and who had been some- 
thing of a go-between for the two 
Koreas.The Dear Leader is said to be now 
surrounded by hardliners and yet more of 
his relations. Developing missiles and sell- 
ing the technology to countries such as Pa- 
kistan and Iran is one of the few ways he 
has been able to earn foreign exchange. 
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Australia's election 


The cry from the outback 


IPSWICH, QUEENSLAND 


As Australians prepare to go to the polls the extremist policies of Pauline 
Hanson are likely to dominate the debate, but perhaps not the result 


IVAL demonstrators clashing violently 

over a politician's speech is not some- 
thing Australians are used to seeing. Yet last 
month the speaker addressing a large, 
noisy crowd in the Queensland town of 
Ipswich was backed in her call for an end to 
immigration by tough-looking skinheads 
who jostled opponents holding up plac- 
ards which read "Asians welcome". Police- 
men on horseback were deployed in an ef- 
fort to restore order. 

When these images were replayed on 
television, they sent shudders through mid- 
dle Australia. Some people thought it was a 
defining moment in the 
country's new political cli- 
mate; others likened it to the 
rise of Nazism. But such 
scenes are likely to be played 
out again and again over the 
coming weeks as Austra- 
lians prepare for a general 
election that John Howard, 
the prime minister, has 
called for October 3rd. 

The poll will be over- 
shadowed by one issue: the 
impact of Pauline Hanson, 
the politician at the centre 
of the rowdy scene in her 
home town of Ipswich. Mrs 
Hanson has shaken the po- 
litical establishment with 
her populist calls for a re- 
vival of economic protec- 
tionism, the closing of doors 
to immigrants—particularly 
from Asia—and an end to 
state benefits for aborigines. 
In effect, Mrs Hanson is de- 
manding that Australia 
recreate a world that it had largely con- 
signed to the past. 

At first it was thought that Mrs Hanson 
represented a protest by ordinary Austra- 
lians at the way they have felt abandoned 
by the mainstream political parties. But 
now people are asking if something deeper 
in the national psyche may be at work. One 
Nation, the political movement that Mrs 
Hanson leads, confounded the sceptics 
when it won 11 seats in a Queensland state 
election in June and captured almost one 
quarter of the state's vote. It did so mainly at 
the expense of the ruling National Party 
and its ally, the conservative Liberal Party. 
Asa result, Labor won the election. 

Mr Howard leads the Liberals in the 
federal government in a coalition with the 
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Nationals. His coalition won a record ma- 
jority when it unseated the former Labor 
government in 1996. Two years later, Mr 
Howard's popularity has fallen dramati- 
cally. His majority, if not the coalition's 
very existence, is under threat. Mrs Hanson 
is her party's sole representative in the fed- 
eral parliament, but if One Nation repli- 
cates its Queensland support in the general 
election, and splits the conservative vote, it 
could end up holding the balance of power 
in Canberra. As Robert Manne, a professor 
at La Trobe University in Melbourne, puts 
it in a new book*: "In Australian history, 





Hanson campaigns 


no extreme right-wing party has ever been 
so favourably positioned as is the One Na- 
tion party in August 1998." 

If anywhere was destined to be the 
birthplace of the phenomenon Australians 
call “Hansonism”, Ipswich probably was. 
The city where Mrs Hanson ran a fish-and- 
chip shop before she entered politics two 
years ago has seen better times. The coal 
mines and workshops that gave its citizens 
secure jobs have closed. Its streets now have 
a decidedly mean feel. 

As Ipswich declined, Australia's highly- 
protected economy was opened up. Trade- 
union power was whittled away by a more 


* "Two Nations: the causes and effects of the rise of the 
One Nation party in Australia", by various writers. Book- 
man Press, Melbourne 


ASIA 


market-driven wage system. Multicult- 
uralism became a mantra for social and 
immigration policy. Asia was the place 
where Australia had to focus its future. La- 
bor and the coalition broadly agreed on 
this. But when Mrs Hanson started captur- 
ing headlines by declaring that the blue- 
print should be torn up and the old one re- 
stored, there were signs that a grass roots 
counter-revolution could be under way. 

Australia has almost turned in on itself 
trying to decide whom or what to blame for 
Hansonism. The right argues it is a reaction 
to the rise of political correctness in the 
1980s, in particular blaming Paul Keating, 
the former Labor prime minister, who tried 
to ram through his vision of an Asian Aus- 
tralia in which atonement for past injus- 
tices to aborigines became a central feature 
of public life. The left says it is the fault of 
economic rationalism, which has robbed 
communities of jobs and services, widened 
the gap between rich and poor, left thou- 
sands of people feeling hurt 
and created a breeding 
ground for Mrs Hanson's 
simplistic solutions. 

The press, by and large, 
blames Mr Howard. He 
failed the test of leadership, 
the argument goes, because 
he did not repudiate her 
gospel of xenophobia, na- 
tionalism and racial bigotry 
when she first burst on the 
scene. In this light, his de- 
fence of her right to “free 
speech” is seen as a mask for 
his own antipathy towards 
political correctness and his 
fondness for the old mono- 
cultural, Anglo-Celtic 
Australia. 

All three views are partly 
correct. Hansonism appears 
to have struck its loudest 
chord in rural Australia, 
where political volatility is 
high. Australias farmers, 
once the backbone of the 
country's economy, have seen their pros- 
perity eroded over the past decade by soar- 
ing debt and falling world prices for their 
wheat, wool and beef. The impact has 
flowed on to the towns that used to prosper 
as farming did. Banks have pulled out, hos- 
pitals have closed and schools have found 
it hard to keep teachers. 

At the same time, farmers have faced in- 
creasingly tight environmental regulations 
on what they can grow, where they can 
grow it, how much water they can use and 
how many trees they can cut down. Then 
came the most profound change of all: a 
High Court judgment in 1996 which ruled 
that aboriginal native-title rights could co- 
exist on farming lands known as pastoral 
leases, which cover much of outback New 
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South Wales, Queensland and Western 
Australia. This created something of a siege 
mentality in rural Australia, a sense that 
country folks’ lives are being ruled by 
judges, politicians, bureaucrats and bank 
executives in faraway Canberra, Sydney 
and Melbourne who have no idea of the 
farmers’ real problems. 

The federal constituency of Parkes in 
western New South Wales is typical. It is the 
state's biggest, and Dubbo, its main town, 
has become a booming regional centre as 
smaller towns around it have died. The 
constituency encompasses vast grazing 
lands known as the "western division". As 
in other states, these were set up as pastoral 
leases in the 19th century to bring or- 
der out of chaos, as frontier settlers 
grabbed what they could. 

Until the native-title judgment, 
farmers assumed they had exclusive 
use of leasehold lands. Mr Howard 
responded to a strong campaign by 
farmers against the judgment with 
legislation that pulled much of its 
teeth. But it still means that farmers, 
for the first time, will be obliged to 
negotiate with aborigines who lodge 
traditional native-title claims over 
leasehold land—even though the 
court made clear that pastoral rights 
would prevail in the case of any con- 
flict. Mrs Hanson's answer is to abol- 
ish native-title rights altogether. 

Fran Rowe, a rural counsellor 
who works from her family farm 
near the town of Tottenham, has 
helped many bankrupt farmers in 
the area to leave their land with dig- 
nity by negotiating deals with banks 
foreclosing on them. Many surviving 
farmers, she says, including people 
whom she would describe as “ratio- 
nal thinkers" have been writing to 
Mrs Hanson asking for her speeches. 
"Rural people have felt underdogs 
for a long time,” she says. *Hanson's 
brash, politically incorrect state- 
ments have pushed buttons with them. 
They're fed up with city people stereotyp- 
ing them as rednecks, racists and environ- 
mental rapists of the country. Farmers are 
lashing back. They're saying how dare you 
city elites accuse us when you've put every- 
thing under concrete, polluted your air and 
made your own water undrinkable." 

The Parkes electorate has been a classic 
stronghold for the National Party, the ju- 
nior partner in Mr Howard's coalition. The 
Nationals grew from the rural-based Coun- 
try Party; but they have long since lost touch 
with their rural roots. In the forthcoming 
election, the National Party will find it hard 
to hold the seat. 

Rick Farley, a former farm lobbyist who 
now works with a tribunal which mediates 
on native title claims, says of Mrs Hanson's 
appeal in rural Australia: “She represents a 
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primal scream from people who under- 
stand that change is inevitable, but are re- 
sisting it" He may well be right. Yet it would 
be wrong to assume that Mrs Hanson is 
about to sweep rural votes. Her demands 
for a return to a form of rural socialism, 
with high tariffs and subsidised loans, may 
appeal to struggling farmers. But others 
know that the anti-foreign, anti-Asian fla- 
vour of her Fortress Australia formula 
would prove a poisoned chalice. 
Notwithstanding their economic tra- 
vails, Australia's farmers are among the 
world's most efficient. They export most of 
what they produce. Asia is their biggest 
market. Japan buys half Australia's beef 
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and almost half its cheese exports. Finan- 
cial turmoil in Asia has helped to cut the 
forecast value of Australia’s farm exports by 
almost 3% this financial year, and to drive 
the value of the Australian dollar toa recent 
record low. With falling demand in Asia, 
the last thing Australia’s farmers need is a 
perception in the region that they are snarl- 
ing at the hand that financially feeds them. 
When the votes are counted, Mrs Hanson 
may remain just a primal scream. 

There are other positive signs. In the 
“deep north”, as Mrs Hanson’s home state 
of Queensland is known, a group of white 
pastoralists led by Camilla Cowley and lan 
Perkins have formed a body called Rural 
Landholders for Co-Existence. It aims to get 
farmers together with aborigines to ham- 
mer out agreements. On August 2nd, they 
held their first meeting in the outback cattle 


town of Charters Towers. For most white 
farmers, it was the first time they had heard 
aborigines describe what native title meant 
to them: recognition and access to tradi- 
tional lands from which white authorities 
had removed their forebears. Closing down 
farming was not on the agenda. 

“The change in attitude blew my mind 
away,” says Mrs Cowley. “The pastoralists 
arrived blustery and anti native title. By the 
time they left, they were determined to sit 
down and work things out.” Mrs Cowley 
has done so herself with Ethel Munn, an ab- 
original woman whose clan, the Gungarri, 
made a claim over her family’s 22,000-acre 
sheep farm west of Goondiwindi. 

Working out their own solutions 
has left these farmers contemptuous 
of the way the National Party, 
spooked by the Hansonites, had al- 
lowed, indeed fostered, a climate of 
fear and hysteria around the issue of 
native title. Mrs Hanson's scare cam- 
paign on this issue looks likely to fall 
flat eventually. Bood Hickson, a pas- 
toralist from Lake Nuga Nuga in 
Queensland, reckons the bulk of Mrs 
Hanson’s support in rural and sub- 
urban Australia comes from her 
questioning of economic rational- 
ism’s impact on ordinary people, 
not from her “beating up of Asians 
and aborigines.” 

Pauline Hanson will be a brood- 
ing presence in the election cam- 
paign, but Australians are unlikely to 
vote for a return to her world. Most 
know that too much is at stake. The 
conservative coalition and the Labor 
opposition, led by Kim Beazley, will 
be doing their best to ignore her and 
to fight the campaign instead on the 
question of economic management, 
particularly tax reform, for which 
government and opposition have ri- 
val models. 

The centrepiece of Mr Howard's 
plan is the introduction of a con- 
sumption tax, or goods-and-services tax of 
10% on almost everything, including food 
and drink. Income tax rates would be low- 
ered, and a messy system of sales taxes abol- 
ished. Mr Beazley has promised less radical 
change: income-tax relief for low and mid- 
dle-income earners, but no consumption 
tax. 

The election will be closely fought. An 
opinion poll in The Australian newspaper 
on September 1st gave Labor and the gov- 
ernment 40% each and One Nation 10%. 
Mr Howard's government has a majority of 
42 in the 148-seat House of Representatives. 
Only one Australian government since 
1917 has lost power after one term, and that 
was during the depression of the 1930s. 
Though his task is huge, Mr Beazley could 
yet make that bit of history repeat itself. 
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Labour's seeds of discontent 


WASHINGTON, DC 


In turbulent economic times, how do America's workers feel? 


66 D FIVE: strike cost update for 
September 2, 1998,” screamed the 
full-page advertisement by Northwest Air- 
lines: “$350m to the us economy and 
counting...” If clever publicity wins the 
publics hearts and minds, then 
Northwest's management, despite laying 
off 27,500 of the company's 50,000 workers 
on the very same day, have probably won. 
The 6,200 pilots—who downed joysticks on 
August 29th—have lost almost regardless of 
the strikes outcome. After all, the average 
American worker's annual salary is around 
$28,200 for working 40 hours a week. 
Hence the scathing question from the man- 
agement’s August 3ist advertisement: 
*$150,000 a year for 14 days of work per 
month. So why are the pilots striking?" 

The pilots' reply, scarcely heard against 
management's louder voice, was that they 
were seeking to recover what they had 
given up five years ago—some $365m in 
wages and other concessions—as North- 
west flirted with bankruptcy. Having 
“shared the pain", they now wanted to 
"share the gain" of their airline's subse- 
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quent four years of record earnings. 

Others will conclude that the North- 
west strike is part of a pattern—witness last 
year's strike against United Parcel Service, 
and this summers strike at General Mo- 
tors—in which American workers are tak- 
ing advantage of sustained economic 
growth and a tight labour market to extract 
higher wages, to the eventual detriment of 
the economy. They see similar evidence of 
workers muscle-flexing in last July's two- 
day general strike in Puerto Rico, designed 
to protest against the privatisation ofthe is- 
land's telephone company and the job 
losses the unions assume will follow. 

They make a tempting argument. Un- 
employment at some 4.5% of the workforce, 
is at its lowest for a generation; labour-force 
participation, at just over 67%, is at a record 
high, thanks to the creation of 11m more 
jobs than there were five years ago; and still 
the nation's employers, whether they are 
selling software or hamburgers, complain 
they cannot get workers. 

Yet the argument is surely misleading. 
The tally of strikes involving 1,000 or more 


workers last year reached 29, the lowest 
since the second world war and one-eighth 
the level of two decades ago. This year, la- 
bour experts expect an even smaller total. 
Meanwhile, union membership is stag- 
nant at some 14% of the workforce, com- 
pared with 35% in the 1950s. The Employ- 
ment Policy Foundation (EPF) a Wash- 
ington think-tank, calculates that if they are 
to keep their share of the workforce, the 
unions will have to increase their present 
membership by 200,000 a year (which will 
also mean stopping average membership 
losses of 110,000 a year). 

Therefore, says the EPFs chief econo- 
mist, Kenneth Deavers, there is no pattern 
of union activism: the strikes are all "one- 
off events". He may well be right. The cyni- 
cal view of last year’s strike at UPS is that it 
had more to do with boosting the Team- 
sters’ boss, Ron Carey (since dismissed for 
corrupt practices), than securing better 
terms for ups workers. By contrast, the GM 
strike, which lasted 54 days and cost $2.2 
billion in lost sales, was a straightforward 
battle by the United Auto Workers to slow 
the pace of restructuring. As for the North- 
west dispute, some observers trace it not 
just to the 1993 agreement (in which the pi- 
lots’ wage concessions were alleviated by 
the award of stock in the company and a 
seat on the board) but to dislike of the abra- 
sive style of Al Checchi, chairman until last 
year, before his quixotic decision to run for 
governor of California. 

In other words, say the union-bashers, if 
there is a pattern, it is chiefly one of contin- 
ued union decline. Bosses are no longer 
easily intimidated; more small firms, 
which tend not to be unionised, are being 
bred than big ones; and the economy's 
gravity is shifting geographically to the 
union-hostile South and West, and 
sectorally from manufacturing, the tradi- 
tional stronghold of the unions, to service 
industries which think them irrelevant. 

Moreover, what do strikers win? Mr 
Deavers and his colleagues calculate that it 
will take a full-time employee of ups five 
years to recover what he lost during the 
strike; the part-timers will never make up 
their losses. In a report released last month, 
the EPF calculated that in 18 strikes between 
1985 and 1996, lasting between five and 70 
days, most of the strikers would never re- 
coup their lost pay in real terms. 

Should the AFL-c1o, the unions’ um- 
brella organisation, therefore be down- 
hearted? Not necessarily. Ron Blackwell, its 
director of corporate affairs, argues that 
"the pattern is fewer strikes but better 
strikes” which, by raising workers’ wages, 
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actually force companies to take “a high 
road to competitiveness.” Moreover, the 
AFL-CIO and its sympathisers can produce 
figures to show that the average worker has 
lost out during seven years of sustained eco- 
nomic growth. Only in the past two years, 
for example, have wages begun to increase 
in real terms, and one study to be released 
next week reckons that the real earnings of 
the median worker last year were still 3.19; 
lower than in 1989. By contrast, over that 
same period the remuneration package for 
the average chief executive doubled to a 
level 116 times that of the average worker. 

But at a time when the unions are in de- 
cline and the economy still seems robust, 
can labour still make its voice heard politi- 
cally? Indeed it can. As last year's inquiry 
into campaign finance depressed business 
contributions to the Democrats, so the 
party became more reliant on the support 
of the unions. This year, with the Lewinsky 
saga gnawing at the party's reputation, the 
reliance is even greater—and will especially 
benefit Dick Gephardt and Bill Clinton's 
other opponents on the left. 

Meanwhile, there is one small puzzle. 


Why has Mr Clinton, who last year ordered 
a 60-day "cooling-off" period when Ameri- 
can Airlines’ pilots threatened to strike, 
been so reluctant to make a similar inter- 
vention in the Northwest strike (his trans- 
port secretary, Rodney Slater, has merely 
been getting both sides to give him their 
views)? After all, not only is the airline 
America's biggest freight-carrier to Asia, but 
it is the only convenient air access for big 
swathes of the mid-west. 

The cynical answer is that the North- 
west board includes Democratic luminar- 
ies: not just Mr Checchi, but also Richard 
Blum, the husband of California's Senator 
Dianne Feinstein. The more likely explana- 
tion is that, with Asian trade down and 
with other carriers able to take up any slack, 
Northwest's absence will have little effect 
on traffic between America and Asia; 
whereas several Latin American and Carib- 
bean countries pointed out to Mr Clinton 
the economic harm they would suffer if 
American Airlines could no longer serve 
their region. It is a sign of the times that 
many Americans will prefer the cynical 
answer. 





Chemical weapons 


Burning away the horrors 


HERMISTON, OREGON 


Most countries have now agreed to give up using orstoring chemical weapons. 
In two articles, we look at how America is dealing with its hoard 


ae Umatilla Chemical Depot, which 
covers 20,000 acres of arid eastern Ore- 
gon, contains 3,717 tons of material, stored 
in 89 highly secured earth-covered bunkers. 
It was built by the army on the eve of Pearl 
Harbour and stored only conventional am- 
munition until 1962, when it also began re- 
ceiving shipments of mustard blister 
agents and nerve agents vx and GB (also 
known as sarin). No chemical shipments 
were received after 1969, but by law these 
stockpiles cannot now be moved anywhere 
else. Officials at Umatilla must decide how 
to get rid of them. 

Although Umatilla is only 
one ofeight chemical depots scat- 
tered across the mainland, it has 
the largest collection of cp-filled 
M55 rockets, which specialists 
consider the most dangerous to 
store. The aluminium rocket-cas- 
ings have degraded unexpectedly 
fast, perhaps because the GB 
agent has corroded them, and the 
rocket-propellant is degrading 
too. 

Since 1984, Umatilla officials 
have discovered 113 "leakers", 
mostly from rockets. Today the 
M55s are monitored for leaks 
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weekly; most of those discovered have been 
still in vapour form, meaning—according 
to army literature—that “a person could 
work inside the structure for 8 hours a day, 
40 hours a week, totally unprotected and 
have no adverse health effects." The com- 
mander at Umatilla admits that this does 
not mean there is no risk at all. 

As a result, the army has been pushing 
ahead with plans to begin incinerating its 
stockpiles by 2002. Construction is under- 
way; if all goes according to plan, the facil- 
ity will begin testing by 2000 and burn the 





last ofthe weapons by 2005, at which point 
Raytheon, the site's contractor, will destroy 
(or, in the lingo, “rubble-ise”) the facility, so 
as not to attract future hazardous-waste in- 
flows. The destruction programme is bud- 
geted at $1.2 billion; across the country, the 
cost of demilitarising all eight sites will be 
$15 billion, according to the army, and 
much more, according to others. 

Some local citizens' groups, helped by a 
number of their elected representatives, 
have challenged the conventional wisdom 
that incineration is best. They think an al- 
ternative lower-tech process would be safer 
for the surrounding communities. A law- 
suit in Oregon, to be decided this autumn, 
seeks to halt the rush to incineration. But 
the army says it has learned from earlier 
mistakes made at the Johnston Atoll chemi- 
cal-weapons incinerator in the Pacific, 
where destruction of chemical weapons 
was said to have caused damage to the local 
ecosystem. The army also maintains that 
only incineration can remove all the toxins 
from their metal casings. 

In Hermiston (population 10,000) most 
residents appear to be satisfied with the in- 
cineration plan; many in this patriotic 
community defer to the army, which has 
provided safe employment for generations 
of local families. Less friendly has been re- 
action to the Chemical Stockpile Emer- 
gency Preparedness Programme. CSEPP, as 
it is known, was passed by Congress to safe- 
guard the communities surrounding 
chemical-weapons depots, partly to salve 
concerns over the risks of having to move 
and destroy the fragile stockpiles. 

The idea behind csepp was uncontro- 
versial: the federal government would bol- 
ster local and state emergency-response sys- 
tems so they would, for the first time, be 
capable of handling a chemical-agent di- 
saster with “maximum protection for the 
public". csepp officials responsible for 
Umatilla point proudly to safety renova- 
tions at local schools and the acquisition of 
advanced communications equipment for 
emergency workers. 

But after a decade of activity, many lo- 
cal officials have found csEPP to be deeply 
flawed. The way Umatilla's CSEPP 
was set up—encompassing two 
states, three counties, two sover- 
eign Indian nations, the army 
and an alphabet soup of civilian 
federal agencies—ensured a sur- 
plus of bureaucracy, huge com- 
munication gaps and multiple 
layers of budgeting. City admin- 
istrators were angry that they 
were not included, even though 
their own emergency workers 
were the ones who would man 
the front lines. And almost every- 
one griped about the arrogance 
of Washington officials. “The 
people inside the Beltway see it as 
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Pine Bluff prepares for disposal 


PINE BLUFF, ARKANSAS 


we LATE August, 8,000 people within a 
10-mile radius ofthe Pine Bluff Arsenal 
received emergency-alert radios. Officials 
plan to install at least 2,000 more by the 
end of the year. Their purpose? To give 
warning in case the nerve-gas gets out. 

The Pine Bluff Arsenal—eight miles 
long, three miles wide, fringed by the Ar- 
kansas River—stores about 12% of the na- 
tional stockpile of chemical weapons. 
(The army's depot in Deseret, Utah, is the 
largest, with 42%). Since 1963 Pine Bluff 
has stored about 110,000 M55 rockets, 
filled with GB or vx nerve agent; 9,400 
land mines filled with vx agent; and 
3,600 containers of mustard gas. 

As at Umatilla (see main piece), plans 
are under way to build a chemical-weap- 
ons incinerator at the arsenal. The army is 
waiting for permits from the state Depart- 
ment of Pollution Control and Ecology. 
These have been slow in coming, since 
Pine Bluff sits near so many rivers and 
lakes, but they should come through by 
November. Construction by Raytheon, 
which won the $512m contract, should 
begin by the end ofthe year. 

Pine Bluff, 40 miles south of Little 
Rock, has fallen on hard times. Its port, on 
the Arkansas River, is still considered one 
of the state's busiest, and the town still 
serves as a hub for regional railway lines. 
But in recent years the arsenal and its 
stockpile have haunted the city. Main 
Street is a ghostly shell, and efforts to re- 





them doing us a big favour, but we see it as 
us doing them a favour by providing a re- 
sponse to a threat created by the federal 
government itself,” says Casey Beard, the 
CSEPP director for Morrow County. 

The problems posed by the incinerator 
are not just environmental. To build, oper- 
ate and tear down the incinerator, the 
towns around Umatilla will have to absorb 
between 500 and 1000 newcomers be- 
tween them. They expect a substantial spike 
in school attendance, sewer and road use 
and housing demand. Most local officials 
believe that some federal compensation is 
necessary to offset the costs, which are esti- 
mated to be $55m. But the army is not yet 
on board. 

For a concept as popular as destroying 
chemical weapons, Umatilla's experience 
suggests a surprising array of obstacles. But 
there is also great eagerness to get some- 
thing done. "No one can tell you how long 
this stuff is going to be safe in storage," says 
Frank Harkenrider, Hermiston's mayor. 
"So why piddle around and wait?" 
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Some of thousands 


vive the place continue to stall. Crime, 
too, is on the rise. 

The arsenal has long been a job-pro- 
vider, and it continues to make smoke 
grenades, artillery shells and decon- 
tamination kits. It is also the only govern- 
ment-operated facility that tests masks 
and other protective clothing used in war- 
fare. Yet Pine Bluff still feels itself at risk as 
long as nerve agents are stored at the arse- 


Vermont's Senate race 


The common man 


TUNBRIDGE 


N American politics, life often imitates 

film. President Clinton launches missile 
strikes partly as a diversion from his affair, 
as in "Wag the Dog"; Fred Thompson 
chairs the Senate inquiry into campaign-fi- 
nance abuses, in a reprise of his grimly 
authoritarian role in “Die Hard 2"; and 
Fred Tuttle, contender in the Vermont Re- 
publican primary that takes place on Sep- 
tember 8th, plays the role he made famous 
in "Man with a Plan." 

Since that film, released in 1996, may be 
new to our readers, here is a synopsis. Mr 
Tuttle plays a 77-year-old Vermont dairy- 
farmer, with no money to pay his bills, who 
decides to run for Congress against a long- 
term incumbent. With the help of friends, 
neighbours and the congressman in ques- 
tion, who does not bother to come home to 
campaign, Fred wins the race and goes to 
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nal. The longer the materials sit in storage, 
the more volatile and dangerous they be- 
come. The greatest risk, many say, is not 
from deterioration and leaks but from 
natural disasters: tornadoes, earthquakes 
or lightning. 

The army reckons it will take about 32 
months to build the incinerator, 16 
months to disassemble and prepare the | 
weapons for incineration, and about a 
year to shut down the plant and decon- 
taminate the site. The project should be 
completed by 2005. But it has many crit- 
ics. In January, Craig Williams, executive 
director of the Chemical Weapons Work- 
ing Group based in Berea, Kentucky, in- 
sisted that the arsenal's stockpile was a 
prime candidate for neutralisation, a pro- 
cess planned for bulk chemical-agent 
stockpiles at the sites in Maryland and In- 
diana. Neutralisation entails mixing 
chemicals or other substances with a 
chemical agent to break it down into less 
toxic substances; but the army insists on 
incineration for rockets and land mines. 

Last April, officials in Little Rock de- 
vised a doomsday plan in case of a mass 
leak or explosion at the arsenal. Decon- 
tamination equipment—outdoor show- 
ers, sponges, brushes, paper clothes, plas- 
tic tarpaulins, garden hoses—are now 
stored in the grounds of the Pulaski 
County Special School District's Safety 
and Security Facility. But most people 
prefer not to think about that. Although 
more and more residents are being given 
their emergency-alert radios, officials pre- 
fer to say that these are in case of bad 
weather. 














Washington. 

"Man with a Plan" was written, pro- 
duced and directed by John O’Brien, a 
neighbour of Mr Tuttle’s in Tunbridge, a ru- 
ral town in central Vermont. Mr Tuttle 
seemed to him both a natural actor and a 
natural politician. Here was a real “old- 
time Vermonter”, the fourth generation of 
Tuttles to farm in Tunbridge, in blue 
denim overalls and cap, who left school at 
16 and has been milking cows at dawn ever 
since. Who better to represent the simple 
town-meeting virtues of Vermont against 
big-money politics, as practised by almost 
everyone else? 

Mr Tuttle has now seized his chance to 
run against Senator Patrick Leahy, a popu- 
lar Democrat who has served four terms. 
On July 20th, minutes before the deadline 
for candidates to announce themselves for 
the primary, Mr Tuttle added his name to 
the Republican ballot. There was already 
one name on it: that of Jack McMullen, the 
party-approved candidate. 

Mr McMullen is a 56-year-old Boston 
businessman and millionaire who moved 
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from Massachusetts to Vermont last Octo- 
ber. (A "carpetbagger" in Mr Tuttle's words.) 
He and his party chiefs were outraged. They 
later claimed that Mr Tuttle was 23 signa- 
tures short of a valid candidacy, but in a 
"spontaneous grass-roots explosion," ac- 
cording to Mr O’Brien, he and friends 
brought in 2,300 more. 

In one sense, the rivals resemble each 
other; since neither has run for office be- 
fore, both are equally unqualified. But the 
two campaigns could hardly be more dif- 
ferent. Mr McMullen, who has both a Har- 
vard law degree and an MBA, has spent 
about $316,000, much of it for 60-second 
television spots telling his rags-to-riches 
story and emphasising his military service 
in Vietnam. Although this is a race for the 
United States Senate, his platform focuses 
on local issues: bringing new businesses to 
the state and attacking a 1997 property-tax 
law intended to help finance better public 
education. This law, the most controversial 
for years, pools the tax revenues of rich 
towns (mostly ski resorts) and spreads them 
evenly round the state's schools. 

Meanwhile, Mr Tuttle, who had knee- 
replacement surgery in July, is running his 





campaign from his kitchen table or his 
front porch. His platform is straightfor- 
ward: lower taxes for the poor, an end to 
teenage crime, more dairy farms. “I don't 
drink, smoke or chew tobacco", he tells the 
camera crews. "I never got drunk on my fa- 
ther's sap beer. I wish they'd bring back the 
dairy farms. Nobody used to work off the 
farm years ago. Everybody could feed him- 
self. You'd go to March town meeting and 
you knew everybody there. Not now." 

Mr Tuttle may just manage a victory 
next Tuesday. The pundits believe anything 
is possible. Only 13% of the state's voting age 
population voted in primary elections two 
years ago. Mr Tuttle's candidacy may just be 
the impetus for change. This year the stay- 
at-homes, cross-over Democrats and older 
conservative Republicans say they are go- 
ing to vote for Fred. 

This weekend, at Fred's farm, there is a 
five-cents-a-plate fund-raising dinner. And 
on September 7th, Fred will ride in the 
Northfield Labour Day Parade. It is not 
known how enthusiastically his wife Doro- 
thy will campaign. She would not live in 
Washington if you paid her. 


Fred and friend 








From none to too much 


AUSTIN, TEXAS 


HE end of the summer cannot come 

soon enough for Texas. The weather 
has come in two forms: drought and 
flood. 

The first part of the summer was a fair 
imitation of hell Dallas sweltered 
through 29 consecutive days of tempera- 
tures higher than 100°F (38'C), and 
the heat index in Texas cities—in- 
flated by the radiating effects of 
concrete, tarmac, and pollution— 
hovered constantly over 105'r for 
two months. The countryside may 
have felt cooler, but it fared even 
worse. Farmers cared only about 
rain, and there was little to be had. 
The Texas Agricultural Extension 
Service says that this year's drought 
is the worst the state has suffered 
since the 1950s. Roland Smith, an 
economist with the Extension Ser- 
vice, estimates the drought will cost 
Texas around $2.1 billion. 

Wheat liked the sunshine—this 
year's harvest was 22% better than 
last years—but nothing else did. 
Farmers who had not recovered 
from the 1996 drought now face 
bankruptcy. Corn and sorghum 
crops were ruined. The cotton crop 
was down 40% on 1997, a $700m 
failure. Citrus crops in south Texas 
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ter; over 14,000 seasonal farm workers 
were laid off. On August 25th, in the small 
east Texas town of Rusk, trucks brought in 
thousands of bales of hay donated by 
farmers in Kansas. The usually stony- 
faced ranchers were visibly moved by the 
gesture, but the hay will make little differ- 
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ence. "It'll last maybe two weeks for my 
cattle," said one rancher forlornly. 

Yet in south Texas, drought was re- 
placed by flood in a single day. Del Rio, a 
usually sleepy border town, averages 17 
inches (432mm) of rain a year; in just a 
few hours on August 23rd, 18 inches fell 
on the town. "It just sounded like a train 
coming right in front of you,” one resi- 
dent told reporters. The flood destroyed 
625 homes and severely damaged 937 
others. At least seven people 
drowned on the American side of 
the river, and seven on the Mexi- 
can; 50 more are still unaccounted 
for. The flood swept through the 
Rio Grande valley, one newspaper 
said, “like an egg moving through a 
snake." When the flood hit Laredo 
it crested 28 feet above the flood- 
banks, spilling dead cattle and de- 
bris into the streets. The Rio 
Grande, usually a scraggly green 
line a hundred yards across, grew 
to a mile wide in places. 

Once past Laredo the flood 
poured into the Falcon reservoir, 
which had been reduced to just 
20% of normal capacity by five 
years of drought. The waters could 
not begin to make up for that, but 


increased irrigation in the lower 
valley. With that, perhaps, comes 
the chance for the beleaguered 
farmers of south Texas to stave off 
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Leadership, and the lack of it 


I IS hard to pity Bill Clinton, whose libidinous waste of politi- 
cal capital takes the throw-away culture to new depths. But the 
spectacle of Mr Clinton in Moscow this week does arouse a kind 
of compassion. There he was, doing his best to urge good sense 
upon a country that seems committed to nonsense. And yet he 
could not escape the suspicion that his leadership is faltering, 
nor the humiliation, during his press conference with Boris Yelt- 
sin, of questions about his sex life. Whatever the president does, 
however well-intentioned, seems bound to fall under the 
shadow of Monica Lewinsky. And, because of Americans’ special 
attitude towards their leaders, it is hard to see how Mr Clinton 
can ever hope to break free into the light. 

Leading America is harder than 
leading most countries, and not 
just because of its size and power. 
The president must contend with a 
sort of national schizophrenia: 
Americans want to be led, but they 
do not want to be led too much. 
One side of America tries to do 
away with reliance on leadership 
by individuals: it checks and bal- 
ances the president, denying him 
even basic powers like the right to 
appoint his own cabinet freely; it 
constantly reminds its chief execu- 
tive that it aspires to be ruled not by 
men but by laws. But, at the same 
time, another side of America 
yearns for leadership, and its elec- 
tions are more about individual 
character than those of most de- 
mocracies. While some Americans 
created a constrained presidency, — Xf 
others flirted with the idea of draft- 
ing Washington as America's very 
own King George. 

The yearning for leadership, 
moreover, requires that presidents do more than merely take the 
lead in policy. Often personal bearing matters just as much. At 
theturn ofthe century, a poll asked Americans to name the great- 
est president since 1800; and although first place went inev- 
itably to Lincoln, the runner-up was James Garfield, whose main 
achievement was to show courage as he lay dying from an assas- 
sin's wound. In this century, John Kennedy and Ronald Reagan 
are remembered as great presidents less for what they did than 
for what they symbolised: by youthful vigour or by grandfatherly 
confidence, they made Americans feel good. Now and again, of- 
ten quite mysteriously, there is a move to recruit an outsider into 
the presidency—someone who seems the perfect “leader” be- 
cause he fits the national mood. Eisenhower was swept to power 
on this kind of sentiment, and Ross Perot was swept part-way. 
Reflecting on his own experience of national adulation, Colin 
Powell compared himself to a “blank screen that people have 
projected their fondest image on.” 

Hence the temptation to pity Mr Clinton. The talk that his 
leadership is failing seems in one sense unjustified: after all, 
even in his worst Lewinsky moments the president's grip on pol- 
icy is firmer than Mr Reagan’s, his capacity for decisions surer 
than Jimmy Carter's. Since January, when the Lewinsky scandal 
surfaced, Mr Clinton’s administration has led the effort to con- 
tain Asia’s financial crisis and to guard the domestic budget sur- 
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plus from irresponsible Republican tax cuts. But these efforts do 
not protect Mr Clinton from his critics. For the talk of failing 


leadership is not really about the president's lack of policy | 


achievements in his capacity as the head of America's govern- 
ment. It is about the manner in which he has conducted himself 
as America's head of state. 

If this is so, no amount of energetic policymaking can restore 
Mr Clinton's lost authority. Is the Clinton presidency therefore 
over? There is one chance, albeit a small one, that it is not. Britain 
has found, rather to its own surprise, that it adores a princess 
who was an adulterer, an anxious bulimic; a princess who 
lacked the self-control and dignity traditionally required of the 
royal family, but who knew how to 
empathise. America, likewise, may 
find that it can love a president 
who causes pain but redeems him- 
self by feeling it. In times of war or 
crisis, people want the security of 
strong leaders: Churchill, Roose- 
velt. In times of peace and prosper- 
ity, people see no need for the sacri- 
fices that strong leaders demand of 
them. They want fuzzy figureheads: 
Princess Diana, Tony Blair, perhaps 
even Bill Clinton. 

Over the next couple of months 
or so, the polls will reveal whether 
Americans can indeed forgive Mr 
Clinton. But, either way, the pros- 
pects for American leadership do 
not look good. Americans may de- 
cide that they cannot respect a man 
whose morals are as fuzzy as those 
of Mr Clinton: in which case, the 
president's clout will be dimin- 
ished, and (barring impeachment 
or resignation) the world will be 
saddled with an ineffectual Ameri- 
can executive for the next two years. Alternatively, Americans 
may decide that Mr Clinton's personal comportment is forgiv- 
able. This may seem to hold out the possibility of more vigorous 
American leadership: a president with decent poll ratings can 
hope to push important measures through Congress, such as a 
replenishment of the rmr’s coffers or entitlement reform. But 
this hope may well be disappointed. For Americans' acceptance 
of Mr Clinton would reflect a complacent sense of security, a 
delusion that the world is free of challenges for which strong 
leadership is needed. This dreamy kind of optimism cannot sus- 
tain American leadership for long. 

All of which is a reminder of an uncomfortable truth about 
the Clinton presidency which is often overlooked. To a great de- 
gree, Mr Clinton's failings are those of his country. His genera- 
tion has grown up in peace and prosperity; it has little appetite 
for traditional authority; it wants to lead the world only if this 
can be done with little sacrifice. All these attitudes suffuse Mr 
Clinton's style of government. He is a mix of computer-age wonk 
and Oprah-age sympathiser; he has mocked traditional concep- 
tions of presidential dignity by answering questions on televi- 
sion about his underwear. Even before the Lewinsky scandal, 
Bill Clinton was more a seminar chairman than a leader. If 
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Americans stick with him, they will be signalling an unwilling- | 


ness to stomach anything more robust than that. 
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The Colombian clearances 


BARRANCABERMEJA 


Hundreds of thousands of Colombians have been driven from their homes by 
civil war. How and why? Here is the story of the latest exodus 


T WAS early June when the heavily 
armed paramilitary forces arrived. They 
drove into a group of villages near the 
Serrania de San Lucas, in the province of 
Bolivar. They butchered a few civilians. 
Over the following days they returned to 
continue the killing, and to leave blood- 
thirsty threats daubed on walls; threats that 
left the villagers, accused of being too 
friendly with Colombia's Marxist guerril- 
las, in little doubt that the only sure way to 
stay alive was to pack up and go. They went. 
By the end of June 6,000 people had 
fled their homes, adding to the hundreds of 
thousands already displaced by rural vio- 
lence—the violence of the left-wing guerril- 
las, the official armed forces fighting them, 
but above all of the paramilitary groups. 
This latest wave of desplazados tried first to 
take refuge in other rural areas. But lack of 
facilities and food pushed them eventually 
to thecity of Barrancabermeja, the centre of 
Colombia's troubled oil industry. 

The atmosphere was already tense as 
the new desplazados arrived. Barrancaber- 
meja was still reeling from a paramilitary 
massacre of some 30 people there in May, 
an event that prompted a series of strikes by 
gun-carrying trade-unionists and left the 
city sporadically isolated from the rest of 
the country. Since the May killings, sniper 
fire on the streets has been commonplace, 
and Colombia's second-largest guerrilla 
group, the National Liberation Army (ELN), 
has been taking pot-shots at army posts 
guarding key infrastructure. Today, over- 
crowding, violence and fear, added to the 
city's sweltering tropical heat, have brought 
Barrancabermeja to boiling point. 

The tension and killings there spring 
from the economics of oil. The ELN, which 
wants more of Colombia's oil wealth to 
reach the pockets of ordinary Colombians 
rather than the coffers of multinationals, 
operates urban militias in the city. It is 
rumoured that these were planning to cut 
oil supplies to the capital, Bogota, in the 
run-up to the two rounds of the presiden- 
tial election in late May and in June, and 
that the paramilitary attack in May was in- 
tended to stop this. Be that true or false, just 
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before President Ernesto Samper stepped 
down in early August a "truth commis- 
sion" within the prosecutor's office accused 
one member of the armed forces of involve- 
ment in the May massacre, and nine more 
of failing in their duties in the face of it. 
This too may be fair or unfair, but certainly 
it reignited claims that the army, the para- 
military groups and big business are lined 
up against the guerrillas and their civilian 
supporters or sympathisers. 

The city’s 6,000 unwilling new resi- 
dents have had little help from the state. 
The church and voluntary organisations 
have housed some as best they can, and try 


to meet some of their basic needs. Others 
simply took over public buildings such as 
schools. But they have to live, and food is 
short—medical help and medicines too. 
Since their arrival the refugees have been 
calling for a meeting with Colombia's new 
president, Andres Pastrana, and with se- 
nior government officials to discuss not 
only their immediate plight, but long-term 
proposals for restoring calm to Barranca- 
bermeja and Bolivar province. 

After two months of clamour, they did 
last week get a meeting with the new inte- 
rior minister, Nestor Martinez, and the pro- 
secutor-general, Jaime Bernal. Some of the 
desplazados' demands sound fair enough: 
for example, that military installations be 
separated from civilian ones. Critics have 
often claimed that housing soldiers next to 
schools and community centres is a cow- 
ardly tactic that endangers civilians. Rea- 
sonable or not, other demands—some of 
them highly political, such as a public ad- 
mission from the state that it has been re- 
sponsible for the setting up and financing 
of illegal paramilitary groups—make any 
meeting of minds unlikely. 

Meantime, rural Bolivar has become a 
theatre of war. With the local population 
out of the way, the paramilitary groups and 
the guerrillas have been fighting for control 
of the region, a traditional stronghold of 
the ELN. The paramilitaries’ national lead- 
er, Carlos Castano, has made plain to jour- 
nalists that his aim is to smash the ELN and 
take control of its stamping-grounds. In- 
deed his threats, and his history of carrying 
them through with ruthless vigour, are said 
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to have much to do with the ELN's keenness 
to set a peace process in motion—albeit one 
from which, say the guerrillas, he and his 
like must be firmly excluded. 

In the countryside too economics plays 
its role alongside ideology. The Serrania de 
San Lucas is rich in gold. It produces 12 
tonnes a year—about $110m-worth, at cur- 
rent prices—and using modern mining 
methods it could produce five or six times 
as much. The government is keen to induce 
foreign companies to take part in exploit- 
ing the region’s reserves. 

This week the armed forces joined the 
fray in the province, with aerial bombard- 
ments and land sweeps aimed, they said, at 
driving all warring factions from the area. 
But while the government and the armed 
forces continue to deny that they share an 
agenda with the paramiltary forces, repre- 
sentatives of Barrancabermeja’s despla- 
zados note that the new regime and the 
business forces that back it will be none too 
sorry if Mr Castano achieves his aims in Bo- 
livar: the result would be land ripe for 
exploitation, cheap, free of guerrillas—and 
of ordinary people. 





Mexico 


Time to settle up 


MEXICO CITY 


OU have just eaten at the only restau- 

rant in town. The waiter brings the bill. 
It is immense: you have been charged for 
the meals of all the other diners, who have 
already made hasty exits. Do you (a) meekly 
pay up; (b) refuse to pay anything, in which 
case the restaurant closes down and you 
have nowhere to eat; (c) try to find the other 
diners and get them to pay their share? 

That, roughly, is the conundrum that 
has been facing Mexico's political parties 
for the past few months. Now they seem to 
be heading towards a consensus: on option 
(c). Their conundrum is not a bill for caviar 
and chips, and the figures are rather larger: 
the issue is Mexico's banking system, and 
specifically Fobaproa, the government 
agency that rescued banks from insolvency 
after the 1994-95 financial crisis by buying 
up from them 552 billion pesos (say, $55 bil- 
lion today and more like $70 billion at the 
time) of loans that they had put out and 
had not been repaid. 

Some of these loans were overdue be- 
cause the debtors genuinely could not pay 
after the Mexican peso had collapsed and 
interest rates had shot up; some because the 
debtors didn't want to pay, and the law and 
judicial system made it hard to force them 
to; and some because they were phoney— 
neither bank nor borrower had ever really 
expected them to be repaid. 

Overall, no more than 30% of the debt is 
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likely to be recovered by selling the assets 
that served as security for the loans. And the 
rest? As things stand, Fobaproa will bear 
the cost. It bought the loans with promis- 
sory notes that the banks can present, all at 
once, after ten years. So in April the govern- 
ment proposed, instead, to convert these 
into public debt, payable by the taxpayers; 
in short, option (a). What's the difference? 
Essentially, one of timing: as public debt, 
the bill can be met over many years. 

It sounded sensible. The Party of the 
Democratic Revolution (PRD) and the Na- 
tional Action Party (PAN), the two big oppo- 
sition parties, did not think so. Having 
beaten the ruling Institutional Revolution- 
ary Party (PR1) into a minority in the lower 
house of Congress last summer, and with 
their eyes on the presidential election of 
2000, they have seen the Fobaproa affair as 
a fine opportunity to flex their new mus- 
cles. This has become—and has stayed, even 
as the peso has slid to fresh lows—Mexico's 
big political issue. 

The PRD initially went for option (b). It 
rejected as illegal the conversion of the 
Fobaproa debt into public debt. And on 
August 30th it carried out a national poll of 
3m Mexicans, 96% of whom agreed with 
it—unsurprisingly, since the question they 
were asked was, in essence, "Do you want 
to pay 552 billion pesos or not?" A newspa- 
per survey found respondents far more 
evenly split when it asked whether they pre- 
ferred to pay the debt or have the country's 
banking system collapse, as inevitably it 
would were Fobaproa to refuse to honour 
its promissory notes. 

Despite their poll, many PRD politi- 
cians admit that part of Fobaproa's debt 
may have to become "public". But in return 
the party will demand acceptance of some 
of its other ideas—notably, being kinder to 
small debtors, owing less than a million pe- 
sos, than big ones. The PAN's proposal, un- 
veiled on August 20th after much dither- 
ing, is closer to option (c). Among other 
things, it would make banks pay some of 
the cost themselves, through a new tax, and 
assist debtors much as the PRD would. 

The PRI, in a—possibly staged—effort to 
look independent of the government, of- 
fered a solution of its own that looks like 
the PAN's but in fact is more like creative 
accounting: it would bring forward the day 
when the banks have to meet the share of 
the dud debt that they agreed to at the start, 
when they sold their loans to Fobaproa. 

The PAN, steering a middle course, has 
been in charge of the agenda, and will be 
the political winner if a consensus is 
reached (though it is unclear how some of 
its ideas would be implemented—or could 
be without endangering the banks, still 
short of cash, and with them the economy, 
itself newly at risk from the worldwide tur- 
bulence). The opposition parties will also 
demand the resignation or indeed prosecu- 


tion of anyone on whom they can pin 
responsibility for the mess. One such may 
be Guillermo Ortiz, now the central bank 
governor, earlier finance minister, and in 
1991-92 the man in charge of privatising 
the banks that later he bailed out. One PRI 
politician says MrOrtiz is willing to go, as a 
scapegoat, if necessary; the central banker 
encouraged such talk by not attending Pres- 
ident Ernesto Zedillo's state-of-the-nation 
speech on Tuesday. Investors might be less 
willing: when rumours of his resignation 
circulated recently, the stock market 
dropped 2% in less than an hour. 

And the government? Mr Zedillo, in his 
big speech this week, warned Mexicans of 
further economic turbulence ahead, called 
for discipline, and foresaw 496 growth in 
each of 1999 and 2000. In addition, he criti- 
cised the reckless bank lending of the past. 
But he pointedly offered nothing more on 
the Fobaproa affair than his "confidence" 
that the government's proposals would 
soon be carried into law. 





Brazil 
Virtue unrewarded 


SAO PAULO 


OMMANDING an annual budget of 
43billion reais($37 billion), and look- 
ing after 34m people and a $280 billion 
economy- nearly as big as Argentina's—the 
governor of Sao Paulo state could claim to 
be the equal of many a Latin American 
president. In Brazil, his job is second only 
to the president's. Yet the campaign to win 
itin theelections on October 4th is proving 
very different. Unless the world delivers 
some dire economic blow, President Fer- 
nando Henrique Cardoso, a market-fa- 
vouring social democrat who has slain in- 
flation and at least laid a finger on Brazil’s 
fiscal deficit, can expect an easy re-election. 
Yet in Sao Paulo, Mario Covas, the incum- 
bent governor, sees neither Mr Cardoso's 
coat-tails—he belongs to the same party— 
nor his own, more thorough, efforts at fiscal 
virtue winning him any electoral favour. 
Mr Covas, a former labour leader now 
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aged 68, inherited a state treasury and 
development bank both plundered by his 
predecessors to finance an orgy of public 
works. He surrendered the bank to the fed- 
eral government for privatisation, refi- 
nanced 60 billion reais of state debt, and 
fired 124,000 superfluous civil servants. 
The state can now pay its way, and has even 
raised teachers' wages. Polls show solid sup- 
port for his government. Yet his campaign 
for a second term is becalmed. 

Why? The state's gains from his work are 
real enough, says Maria D'Alva Kinzo, a po- 
litical scientist from the University of Sao 
Paulo, but not palpable. Mr Cardoso's de- 
feat of inflation put money into people's 
pockets, at least for a time. But the paulistas 
have borne much of the pain of Brazil's ad- 
justment to a more open economy. The 
state capital, Brazil's Detroit, has seen 
neighbouring states lure new car plants 
with tax breaks, and now has record unem- 
ployment (and violent crime with it). As a 
whole, the state's economy is holding its 
own. And rather than subsidise multina- 
tionals, Mr Covas has concentrated on try- 
ing to improve things that are govern- 
ments own: policing, prisons, public 
education and health. But while the state's 
voters seem to feel that they must stick with 
Mr Cardoso, they seem keen on racy alter- 
natives to their earnest governor. 

On current polls, the election is heading 
fora run-off on October 25th between Fran- 
cisco Rossi and Paulo Maluf, two old-fash- 
ioned populists. Far behind are Mr Covas 
and Marta Suplicy, a feisty, blue-blooded 
sexologist from the Workers’ Party, who 
may even push him into fourth place. 

Mr Rossi, a 58-year-old lawyer, has cast 
himself as an anti-establishment outsider, 
despite a long political career that has fea- 
tured stints as a federal congressman and 
as mayor of Osasco, an industrial suburb of 
Sao Paulo city, and has seen him switch 
parties four times and churches thrice (he is 
currently an evangelical Protestant). He has 
channelled popular discontent at unem- 
ployment and crime. But with fewer allies, 
he is entitled to less free television time 
than his chief rivals, and his poll lead is 
wobbling as they attack his fuzziness. 

Mr Maluf, a conservative, is Sao Paulo's 
weightiest and most controversial politi- 
cian, a former governor in the days of mili- 
tary rule and, both earlier and later, mayor 
of Sao Paulo city. Supporters say that "he 
steals but gets things done"—not, in fact, 
that he has ever been convicted of wrong- 
doing. But his success in 1996 in getting 
Celso Pitta, his nominee, elected mayor in 
his stead boomeranged: having be- 
queathed him an empty treasury, Mr Maluf 
has felt compelled to apologise for Mr 
Pitta’s poor record. Nor since the 1950s has 
Sao Paulo state in any free election chosen a 
conservative governor. So, in a run-off, Mr 
Maluf might well lose to the vaguely leftish 
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Mr Rossi—or indeed to Mr Covas, if the gov- 
ernor can at last get his campaign moving, 
as some analysts think he may be doing. 
Most of this is bad news for Mr Car- 
doso. And he risks worse. His Social Demo- 
cratic Party now holds Brazil's two other 
major states, Rio de Janeiro and Minas Ge- 
rais; yet in the former it has no chance, and 
in the latter it faces a tough battle, at least. 
The election won, Mr Cardoso’s most ur- 
gent task will be to shore up Brazil's de- 
fences against market turbulence by push- 
ing through, Covas-style, fiscal austerity. 
That will be harder if he faces active opposi- 
tion from its top governors. And the mes- 
sage so far from Sao Paulo, which prides it- 
self on being Brazil's most modern state, is 
that voters may love to see inflation 
brought down, but not fiscal deficits. 





Panama 
No second term 


MIAMI 


HE president spared no expense to win 
the referendum on a constitutional 
change that would let him run for another 
five years. There were bags of food on offer, 
and thousands of r-shirts—indeed a special 
one for workers for the electoral tribunal, 





L3 
Free lunches for the president's fans 


no less, with a ballot-paper design that just 
happened to have been marked "Yes". Yet 
Ernesto Perez Balladares was walloped. 
Nine years after American troops invaded 
to oust the military dictatorship, Panama- 
nians voted no—by 64%, well above the 
worst predicted by the opinion polls. 

Few in fact feared a return to dictator- 
ship. But Panama is haunted by its past. Mr 
Perez Balladares was hurt by his ties to the 
hated former regime of General Manuel 
Noriega, now serving a 40-year sentence in 
Miami on drug charges: he had managed 
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the 1989 election campaign for the gener- 
als hand-picked candidate. Still more 
damaging were present-day issues, and à 
programme of market reforms that may be 
necessary but has been attacked as too dras- 
tic and tainted by corruption. 

The president said he needed another 
term to bring his reforms to fruition. To 
many Panamanians that meant more un- 
employment and still higher prices, with 
no social programmes to help those most 
affected. "The government left them to sink 
or swim," said Ricardo Arias Calderon, a 
former vice-president and a leader of the 
Noes. Privatisation? Favours for politically 
plugged-in foreign investors, notably from 
Taiwan, over local capital. Lower tariffs? 
Trouble for local farmers competing with 
imports from lower-cost rivals. 

It was all very frustrating for Mr Perez 
Balladares. Presidents in Peru, Argentina 
and Brazil have all had their way. Why not 
in Panama? He dearly hoped to be in office 
on the historic December 31st 1999 when 
Panama takes full control of its canal from 
the United States. That honour will now 
fall to someone else, to be elected in May. 

The vote has also turned Panama's poli- 
tics upside down. Till now, no obstacle 
seemed too much for the president, a thick- 
skinned smooth talker known as “the Bull". 
But within hours of the results, three minis- 
ters resigned: two—his labour and housing 
ministers—leaders of the Yes campaign, the 
third, his foreign minister, in a huff over the 
botched negotiation of a treaty—now prob- 
ably doomed—that would have let some 
Americans stay on in the guise of a “multi- 
lateral” anti-drugs centre. 

The ruling Democratic Revolutionary 
Party (PRD) now needs a new candidate for 
May. It is deeply split between technocrat 
reformists and left-wingers loyal to the 
memory of Omar Torrijos, an earlier dicta- 
tor who modernised the country in the 
1970s and early 1980s. The crushing ref- 
erendum defeat seems to favour a moder- 
ate, Alfredo Oranges. Another possibility is 
a new generation of the Torrijos clan, Hugo 
Torrijos, Panama's former director of ports, 
backed by the old dictator’s son Martin. 

The referendum also suggests that if the 
opposition parties can agree on a candi- 
date, the presidency is theirs. But they are 
just as divided now as in 1994, when Mr 
Perez Balladares won with only 33% of the 
vote. Their main hope is Mireya Moscoso 
de Gruber, leader of the populist Arnulfista 
party. But others are likely to challenge her. 

Yet even if the PRD wins again, the ref- 
erendum has been good news, proving 
Panama's democracy more resilient than 
many dared suppose. For all the T-shirts 
and free lunches, it was well organised and 
the voting orderly. And the man with most 
to lose accepted calmly, like any democrat, 
that he had indeed lost. 
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Heading for an African war 


GOMA 


Angola and Zimbabwe have stopped Congo's rebels from capturing Kinshasa. 
But the scope of this war at the heart of Africa continues to widen 


qu lawn stretches down to the clean 
blue lake while a gentle breeze ruffles 
the bushes of hibiscus, frangipani and 
bougainvillaea. On the terrace, casually 
dressed men sit chatting. The late Mobutu 
Sese Seko's luxury mansion at Goma is a bi- 
zarre spot for the headquarters of Congo's 
revolution. No less bizarre was the rebel 
leaders' talk of imminent victory. 

But by the end of last week nasty stories 
had begun to seep into this idyllic world. 
The rebel troops sent by air to the west coast 
of Congo were not, as their civilian leaders 
had been telling reporters, about to take 
Kinshasa, the capital, but were being 
slaughtered by Angolan helicopter gun- 
ships and fighter-bombers. Suspected 
rebels were being randomly lynched (see 
box on next page). The talk turned to strate- 
gic withdrawal and reorganisation. By Au- 
gust 29th, when the rebels were forced to 
admit that they had lost their last airstrip in 
the west at Matadi, their leaders were still 
saying that they would win, but adding that 
the war might take 50 years. 

The rebels and their backers, Uganda 
and Rwanda, made huge miscalculations. 
The Rwandan government and the rebels 
say they had told the Angolans about their 
plans to overthrow President Laurent 
Kabila, the man they had helped install last 
year, and they assumed the Angolans were 
on board. For more than a week a huge Rus- 
sian-built Ilyushin-76 and other large air- 
craft ferried rebels and arms from Goma to 
Kitona, on the west coast, crossing Angolan 
airspace without hindrance. But then An- 
gola and Namibia, prompted by Zimba- 
bwe's Robert Mugabe, decided to intervene 
on the other side. As the rebels moved to- 
wards Kinshasa, they were strafed from the 
air and forced to withdraw from the west- 
ern towns they had captured. 

This second rebellion in two years is un- 
popular with most Congolese. In 1996, the 
rebels held crowded rallies at which they re- 
cruited young fighters. In the eastern Kivu 
provinces, which the rebels still hold, and 
in the towns outside Kivu which they have 
captured, such as Kisangani and Kalemie, 
few rallies have been held and those have 
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been sparsely attended. At some the rebel 
leaders have been booed, and there have 
been no lines of young men eager to join. 

The Congolese do not expect good gov- 
ernment. Under Mobutu, the state touched 
their lives only when its agents robbed or 
oppressed them; it never brought security 
or services. The new rebellion has been dis- 
ruptive. In Goma, for example, short-wave 
radios and mobile telephones have 
been impounded by the rebels’ se- 
cret police. This has led to foreign- 
aid agencies, a healthy source of lo- 
cal employment and dollars, 
fleeing the area. 

But the main reason why the re- 
bellion is so disliked is that it is 
seen as Tutsi-led. Although the gen- 
tlemen in the Goma garden were 
ethnically diverse, the revolt is led 
by the Banyamulenge, the Tutsis of 
eastern Congo, and backed by their 
cousins in Rwanda. The Tutsis, by 
and large, keep themselves apart. 
Because of this, they often become 
scapegoats. The rebellion, say 
many Congolese, is a Tutsi one, not 
involving them. 

Bizima Karaha, Mr Kabila’s for- 
mer foreign minister and the most 
articulate of the civilian rebel lead- 
ers, is a Tutsi. Trying to lower his 
profile, he begs reporters to ascribe 
his words to the rebellion’s non- 
Tutsi leader, Ernest Wamba dia 
Wamba, a former history professor. 
Speaking for himself, the professor 
says: “Yes, the people are puzzled 
and it is a challenge for us to ex- 
plain our mission ... It’s too early 
to say what kind of social base 
there will be for the movement. 
Certainly some see it as a Banya- 
mulenge movement.” 

Theoretically, there could now 
be a chance of peace. The Angolan 
government has secured its strate- 
gic interests by establishing a mili- 
tary presence inside Congo. From 
now on, it should be better placed 
to confront its own UNITA rebels 
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who have bases there. Rwanda and 
Uganda, the Congolese rebels’ main back- 
ers, now have a buffer zone on their west- 
ern borders, which will help them contain 
their own rebels based in eastern Congo. 
The outsiders could now agree to restrain 
their Congolese clients, stopping the rebels 
from fighting westwards, the soldiers from 
fighting eastwards, and leaving Mr Kabila 
as nominal head of a split Congo. 

But this is unlikely to happen. The 
Rwandans, far from restraining the Congo- 
lese rebels, are accusing Mr Kabila of geno- 
cidal intentions. They are determined that 
he must be overthrown. This week, at a 
Non-Aligned Movement summit in Dur- 
ban, in South Africa, Anastase Gasana, 
Rwanda's foreign minister, was presenting 
evidence to show that Mr Kabila has been 
training and supplying the Hutu extremists 
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who committed genocide against the 
Rwandan Tutsis in 1994. 

Rwandan officials point to three train- 
ing camps which they say were set up at the 
beginning of the year. They draw attention 
to a statement on Congo state radio which 
urged Congolese to use any weapon— 
spears, hoes and machetes—to rid the coun- 
try of Rwandan Tutsis. On this account, 
they may, as they have been threatening, 
formally launch their army into Congo (un- 
til now, they have implausibly denied their 
active involvement). 

On President Kabila's side, the army 
chiefs of Congo, Angola, Zimbabwe and 
Namibia met in Luanda, Angola's capital, 
on September 2nd to discuss joint strategy 
for ending the rebellion. One decision fac- 
ing them is whether to allow a Rwandan 
unit caught in the west to escape. 

Sensing a larger war, the UN Security 
Council issued a statement on August 31st 
calling for a ceasefire and a political settle- 
ment. A vain ritual, it seems. The main 
combatants—Rwanda, Uganda, Angola, 
Zimbabwe, Namibia and Congo itself— 
met at a summit within the non-aligned 
summit at Durban, chaired by the UN secre- 
tary-general Kofi Annan. They emerged 
without agreement. But South Africa’s Pres- 
ident Nelson Mandela now accepts that in- 
tervention to save Mr Kabila is justified. 





Angola 


Plunging back to 
SOITOW 


LUANDA 


FTER a series of blows, Angola's peace 
process is on the ropes. Last week, the 
UNITA rebel movement announced that it 
would have nothing more to do with the 
three countries designated as neutral ob- 
servers—Russia, Portugal and America. 
With some justification, UNITA accused all 
three of siding openly with the govern- 
ment. Since the role of the observers is an 
integral part of Angola's 1994 Lusaka peace 
accords, and since they have been involved 
at every twist and turn of the four years of 
laborious peace negotiations, the idea that 
they should now be excluded is tanta- 
mount to renouncing the peace process. 
Not to be outdone, the MPLA govern- 
ment dropped an even bigger bombshell 
one week later. In a communiqué read out 
on television and radio, it informed 
UNITA's four ministers and seven vice-min- 
isters that they had been suspended, with 
immediate effect, from their posts in the 
national-unity government. The integra- 
tion of UNITA ministers in April 1997 was 
one ofthe major achievements of the peace 


Dusty and doomed in Kabila's capital 


| KINSHASA 


| OW to recognise a rebel? This was 
the question facing government 
soldiers. After their sneak attack on the 
capital's main airport was repelled, the 
insurgents dispersed, hiding in Kinsha- 
sa's ditches, shacks and bushes. Laurent 
Kabila's ill-disciplined army was set the 
task of rooting them out. The resultant 
killings were more or less random. 
Anyone with thin features or a long 
nose, traits associated with the Tutsi eth- 
nic group that is blamed for the rebellion, 
was at risk. Young men with dust in their 
hair were assumed to have ac- 
quired it while marching through 
the bush. In a city that has had little 
or no running water for a month, 
such reasoning was not foolproof. 
But it was good enough for the gov- 
ernment's troops, and for a mob 
that has been stirred to ethnic ha- 
tred by official radio broadcasts. 
| Those unfortunate enough to be 
| caught looking dishevelled were 
beaten or shot to death. Their bod- 
ies were sloshed with petrol, set 
ablaze and left lying in the dirt. 
One suspected rebel was filmed be- 











ing hurled from a bridge and machine- 
gunned as he bobbed in the river below. 

As it grew clear that Kinshasa would 
not fall, the mood in the capital became 
exuberant. Throngs in ragged shorts and 
Princess Diana T-shirts cheered govern- 
ment tanks as they passed. Soldiers waved 
v-for-victory signs. Although the govern- 
ment denies enlisting child soldiers, uni- 
formed boys as young as 12 were visible at 
every roadblock, resting their chins on the 
ends of their gun barrels. 

Even in the unlikely event that fight- 
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process. A second communiqué from the 
president of the National Assembly de- 
clared that an application had been filed 
with the Supreme Court for UNITA’s 70 
members of parliament also to be sus- 
pended. The MPLA pointed to a clause in 
Angolan law that makes it illegal for a po- 
litical party to maintain an army. Even the 
United Nations has been forced to admit 
that, after a costly 18-month demobilisa- 
tion programme, UNITA still retains an 
army of at least 30,000 men. 

The implications ofthe suspensions are 
grave, strengthening UNITA hardliners. The 
members who chose to come to Luanda 
and take up political posts represent the 
moderate wing of the movement. They 
made a conscious decision to put UNITA's 
guerrilla past behind them, working to 
transform their part of the movement into 
a viable opposition party. And they have 
been reasonably successful in doing so. 

The moderates dropped their own little 
bomb on September 2nd. A group of Lu- 
anda-based UNITA members—who are los- 
ing their houses and their cars, and are 
clearly under strong government pressure 
to turn their movement around—issued a 
manifesto in which they declared the “sus- 
pension" of Jonas Savimbi, the move- 
ment's authoritarian leader since it was 
founded in 1966. The manifesto promised 
that the Lusaka peace accords would be 





ing in the rest of the country ends quickly, | 
the war has had its effect. Power cuts de- | 
railed an ambitious inoculation pro- 
gramme. Refrigerators shut off, destroy- 
ing several million recently-donated vials 
of vaccines, dooming yet more Congolese 
children to join the swarms of crippled 
polio victims who currently trundle 
around on rusty, hand-pedalled tricycles. 
The crisis allowed the government to an- 
nounce the partial nationalisation of a 
mobile-telephone network, one of the few 
things in Congo that works, on the 
grounds that it is 45% owned by an alleg- 
edly traitorous Tutsi. Plans for elections, 
always vague, have been discarded. 
Threats and harassment have made 
many foreign journalists abandon 
Kinshasa. Two BBC reporters were 
dragged out of their hotel room 
and roughed up by soldiers for 
filming from a balcony. A crowd of 
locals stood outside another hotel 
lobby calling for a French reporter 
within to come out and be lynched. 
One of Mr Kabila's advisers called 
the foreign press "less than hu- 
man". The crude atmosphere that 
prevails shows that two civil wars 
in less than two years, on top of 
three decades of dictatorship, have 
brutalised Congolese society. 
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faithfully kept and implemented. 

It is too early to say how many UNITA 
members, in Luanda or in the interior, will 
support the breakaway group. Most 
hardliners have chosen to remain with Mr 
Savimbi in his highland stronghold of Bai- 
lundo; like him they have always resisted 
swapping their military role for a political 
one. The goverment's communiqués expel- 
ling UNITA have been seen by many as a vir- 
tual declaration of war. And this may have 
been just what the hardliners were waiting 
for. 

In sad fact, it could be said that the war 
has already started. At the beginning of Au- 
gust the government launched its first con- 
certed offensive against UNITA, in the 
northern province of Malanje. The fighting 
has been continuing ever since. On top of 
this, there is the ever more complicated 
situation in Congo, where, after the Ango- 
lan government's conspicuous interven- 
tion on Laurent Kabila's side, it would 
seem all too likely that uNrTA has become 
involved on the side of the rebels. 

With unfortunate timing, the man ap- 
pointed as the new UN mediator for An- 
gola, Issa Diallo, of Guinea, has chosen this 
moment to arrive in the country. Mr Diallo 
has been sent to fill the vacuum left by the 
death of the previous mediator, Alioune 
Blondin Beye, and to steer the peace pro- 
cess back on to solid ground. But he is not a 
diplomat of enormous repute: prior to this 
appointment, he was working as the head 
of the un’s Conference Services in Geneva. 





Israel 
Vile conspiracies 


JERUSALEM 


esse from Israel's far right are, it 
seems, threatening dire things if the 
government does eventually decide to 
withdraw from another bit of the West 
Bank. The prime minister, Binyamin 
Netanyahu, and his defence minister, 
Yitzhak Mordechai, are said to have been 
inundated with warnings from the Shin 
Bet security service about two possible dan- 
gers. First, ultra-nationalists might try to as- 
sassinate one or both of them (even as 
Yitzhak Rabin was murdered in November 
1995); second, the ultras might strike at the 
mosques on Jerusalem's Haram al-Sharif, 
Islam's third-holiest shrine (which an un- 
derground group of fanatical settlers 
planned to do in the early 1980s). 

At an emergency meeting this week, 
Shin Bets security chief, Ami Ayalon, 
voiced the suspicion that Jewish extremists 
might do something terrible to prevent a re- 
vival of the peace process. Although three 
settlers have been killed in the past month, 
the prime minister—or so the settlers fear— 
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Audible passion, silent plotting 


is still trying to reach an agreement with the 
Americans and Yasser Arafat. Mr Morde- 
chai, a relative moderate in Israel's 
hardline government, bears the brunt of 
settler anger: the tone of a week-long vigil 
by radicals outside his suburban Jerusalem 
home was nastily reminiscent of the anti- 
Rabin demonstrations in the weeks before 
the late prime minister was killed. 

Mr Netanyahu himself does not escape. 
When he paid a condolence visit to the 
widow of a prominent rabbi who was 
killed in Hebron two weeks ago, she yelled 
in his face. The mood is visibly ugly in that 
still-divided city, with settlers and their 
children assaulting Palestinians in the 
street, and vandalising their property. 

Israelis, ever cynical, note that the 
prime minister's aides make sure the pub- 
lic does not think the defence minister the 
only target of venom: they were careful to 
advertise the fact that the security service 
had asked Mr Netanyahu to limit his pub- 
lic appearances and that he sometimes 
now wears a bullet-proof waistcoat. Yossi 
Sarid, a left-wing critic, accused him of ex- 
aggerating: "He wants to be a live Yitzhak 
Rabin, to appear to be a victim, but to re- 
main alive and in power". 

An official close to the prime minister 
acknowledges that the danger "does no 
harm to his image as a battler for peace 
from the middle of the political spectrum". 
But this does not necessarily mean the secu- 
rity fears are ill-grounded. “Recent Shin Bet 
assessments point to a possibility of a real 
civil war in Israel," says Ze'ev Schiff, the 
doyen of Israel's strategic analysts. “In the 
past year the more extreme groups have be- 
come still more radical, their ideology has 
hardened, and their prime aim is to kill the 
peace process off completely." 





Cash, please 


HARARE 


CROSS Zimbabwe, thousands of 
black peasants are camping on 
hundreds of white-owned farms, 
claiming the land as rightfully theirs. 
They have been promised by President 
Robert Mugabe that land stolen by 
white colonialists is to be returned. 
Given this hope—and fed up with the 
depleted soil in the “communal areas” 
where they have been confined since | 
Rhodesian days—they are taking mat- 
ters into their own hands. The police | 
take no action against them, nor do | 
the white farmers. But they are usually | 
told by some political bigwig that the 
farms will be turned over to them 
soon—if they go home until the gov- 
ernment works out the details. 

These details are supposed to be 
considered on September 9th-11th, 
when the government is holding a 
pledging conference of donor coun- 
tries to finance its new land redistri- 
bution plan. Over the next five years, 
according to the plan, half the coun- 
try’s white-owned land, or 5m hectares 
(12m acres), will be bought by the gov- 
ernment to resettle 150,000 families. 
The government reckons the scheme 
will cost $2.2 billion, half of which it 
hopes to raise at the conference. 

Few dispute Zimbabwe's need for 
land reform, but critics charge the gov- 
ernment with going about it in a hap- 
hazard, high-handed way. Donors in- 
sist on seeing accountability and 
transparency in the way the land is to 
be identified, purchased and then re- 
distributed. They want to make sure 
that the aim remains the alleviation of 
rural poverty. In earlier schemes, 
many choice farms ended up in the | 
hands of cabinet ministers, army 
chiefs and other well-connected peo- | 
| ple. Moreover, since farming accounts 
for 20% of Zimbabwe's GDP and 55% of 
| exports, redistribution, say donors, | 

must not mean a drop in productivity. 

The government promises to deal 

| with all this, but does not say how. It 
tells donors, in reply to specific ques- 

















tions, that the conference is not to be 
“consultative”, simply a matter of 
pledging money. But donor generosity 
| has shrunk with Mr Mugabe's deci- 
| sion to send troops to Congo. This in- 
tervention in a distant conflict that 
| 
| 


never threatened Zimbabwes own se- 
curity is estimated to cost more than 
$400,000 a day, a vast unbudgeted ex- 
pense for a country already in deep 
economic trouble. 
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Reliable banking made by WestLB. 


It's exceptional service that 
makes a bank a good bank. But 
only stability makes a good 
bank a secure bank. 

Whenever you want to 
get things moving and are 
interested in reliable partners, 
include the WestLB in your 
plans. As one of Europe's 
leading banks we are big and 
above all stable enough to 
achieve even long-term goals 
— with you. Established as a 
German wholesale bank, we 


offer you all services from one 
source, made to measure and 
for as long as you wish. 

Granted, reliability doesn't 
make everything right. But 
everything’s wrong without 
reliable cooperation 

Are you looking for a partner 
near you? Simply call our auto- 
matic fax service in Germany on 
(+49) 211 5 37 95 22 to request 
a list of our worldwide network 
straight away or visit our Web 
site: http://www.westlb.com 
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Between gleaming glass towers. Over sun-baked rock. Through vivid green glades. City street, mountair 


road or jungle track. Everywhere is somewhere wild about the M-Class. Every rush-hour a lesson ir 
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* HONG KONG Zung Fu Co Ltd, Tel:2895 7288 * INDIA Mercedes-Benz India Pte Ltd. Tel:(212) 777 237 * INDONESIA PT German Motor Manufacturing. Tel:(21) 841 93 


* JAPAN Mercedes-Benz Japan Co Ltd. Tel:(3) 5572 7242 * KOREA Han Sung Motor Co Ltd. Te! (2) 532 3421 * MALAYSIA Cycle & Carriage Bintang Bhd Tel:(3) 757 24 
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Mercedes-Benz 
ngineering to the highest standards of safety and sensation. The planet is all yours. The Future of the Automobile 


uxury. Every highway a performance of joy. Every boulder-strewn path a triumph of 


NEPAL Deepak Gautam & Co. Tel:(1) 227 000 * PAKISTAN Shahnawaz Ltd. Tel:(21) 200 143650 * PHILIPPINES Commercial Motors Corporation, 
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el:(2) 641 2282/92 * SINGAPORE Cycle & Carriage Industries (1986) Pte Ltd. Tel:298 1818 * SRI LANKA Diesel & Motor Engineering Co Ltd. Tel:(1) 449 79 
[AIWAN Capital Motors Inc. Tel:(2) 2782 6123 * THAILAND Thonburi Phanich Co Ltd. Tel (2) 622 3000 * VIETNAM Mercedes-Benz Vietnam Ltd. Tel:(8) 895 8306 
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Wherever people live, NYK delivers. 
From the little house down the lane to a sprawling metropolis, if a place can be reached by sea, or road or rail, NYK reaches it. 
As a total logistics megacarrier, NYK has created a distribution management system 
that comprises almost every means of transport. For 110 years, 
NYK has been delivering to people the world over, and we aim to be at it well into the next century. 
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End of a road for Russia? 


MOSCOW 


Political and economic turmoil have undermined Russia's president, Boris 
Yeltsin. His weakness as a leader is encouraging a contest for power that Rus- 
sia's frail democracy will be hard pushed to contain when at last he goes 


ILL CLINTON picked a bad week to 

visit Russia, but for the past thousand 
years or so Russia has rarely had a good 
week. The visit was planned months ago as 
a way for MrClinton to provide comfort for 
the Russian president, Boris Yeltsin, and to 
signal American support for Russia as à 
more or less normal country with a few 
passing problems of governance. However 
brief Mr Clinton's stay, he must have no- 
ticed that Russia was far from normal, its 
problems far from passing, and its presi- 
dent far from comfortable in any sense of 
that word. 

In the preceding two weeks Russia had 
defaulted on much of its debt and let the 
rouble collapse, roughly halving in value. 
Mr Yeltsin had sacked his government for a 
second time in six months, leaving Russia 
temporarily without one. Mr Clinton's ar- 
rival interrupted Mr Yeltsin's efforts to in- 
stall a new prime minister, Viktor Cherno- 
myrdin—the same man he had sacked, 
eccentrically, in March. The appointment 
needed approval from the Duma, the Com- 
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munist-dominated lower house of parlia- 
ment. It, having rejected Mr Chernomyrdin 
once this week, was due to hold a second 
vote on September 4th. If the Duma rejects 
Mr Chernomyrdin three times, Mr Yeltsin 
is obliged to dissolve it and call fresh par- 
liamentary elections. But many in the 
Duma clearly thought it was time for Mr 
Yeltsin himself to go, and that Russia 
should hold a presidential election instead. 

If Mr Yeltsin does decide to go—he is 
chronically sick, confused and reclusive, 
and has no hope of winning a third term 
when his present one expires in 2000—he 
will leave a devalued legacy behind him. In 
1991 he engineered the collapse of the So- 
viet Union and the birth of a new, demo- 
cratic Russia. But seven years later the Rus- 
sian state consists of a few shallowly rooted 
institutions—a presidency, a parliament, a 
central bank and so on—which have yet to 
earn public trust, and which are dwarfed 
by an impenetrable and antique hinter- 
land of cynicism, incompetence, racketeer- 
ing and bureaucratic dead-weight. 


Weak and corrupt government means 
that Russia has no rule of law. There is no 
local investment, only capital flight. Manu- 
facturing industry and agriculture are dy- 
ing, though commerce survives. Public ser- 
vices are minimal, often criminal. There 
are pockets of brilliance and generosity to 
be found, but only amid a wasteland of 
misery and poverty, ugliness and pollu- 
tion, created partly by the builders of com- 
munism, partly by its collapse. 

The dream survives, in Russia and else- 
where, that the new Russia can somehow 
be induced to behave like a modern west- 
ern country with a modern western govern- 
ment. One day the dream may even come 
true. But for most practical purposes the 
hopes of the West to that effect have been 
bound up closely with the person of Mr Yel- 
tsin, and they have been waning along with 
Mr Yeltsin himself. Since his re-election in 
1996 the president has undergone a sharp 
political, moral, physical and intellectual 
decline. Whereas once he looked reason- 
ably sure of an honoured place in history as 
the man who led Russia from dictatorship 
into democracy, history seems lately to 
have been sizing him up for a much less at- 
tractive role: as the man who caused de- 
mocracy to fail in Russia through his own 
arrogance and incompetence. 


The trouble with Mr Yeltsin... 


If his first term had its ups and downs, his 
second has been a fiasco from the start. He 
suffered one or two serious heart attacks 
during the election campaign in June 1996, 
and disappeared immediately after his in- 
auguration for a quintuple heart-bypass 
operation. It was deemed a clinical success, 
but the patient never quite recovered. Mr 
Yeltsin has come into the Kremlin only 
rarely (even during this crisis), and with 
hindsight he might have done better to stay 
away altogether. His capacity for misjudg- 
ment touched bottom—or so it must be 
hoped—five months ago when he sacked 
Mr Chernomyrdin, his prime minister of 
more than five years’ standing, out of sheer 
pique, and with no replacement prime 
minister in mind. 

Mr Yeltsin sensed that Mr Chernomyr- 
din was coveting the presidency for him- 
self—hobnobbing with other world leaders 
on foreign trips, cultivating ties with Rus- 
sian financiers, planning for an antici- 
pated succession if Mr Yeltsin's health col- 
lapsed entirely. The president was accurate 
in his assessment, but foolish in his re- 
sponse. In place of Mr Chernomyrdin he 
lighted on an unknown called Sergei Kiri- 
yenko, then only 35, who had barely a year's 
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experience in national politics. He was not 
without intelligence, but was wholly with- 
out authority. His installation coincided 
with financial crises in other emerging 
markets and a slump in Russian oil reve- 
nues, The result was a rapid erosion of con- 
fidence in the Russian rouble, in the Rus- 
sian banking system, and in the credit- 
worthiness of the Russian government. 

For Mr Yeltsin, the worst of all worlds 
has followed. He has been obliged to sack 
Mr Kiriyenko and recall Mr Chernomyr- 
din. He has been under pressure from the 
Duma and from Mr Chernomyrdin to sur- 
render some of his sweeping powers. His 
reputation and economic achievements—a 
stable rouble was, briefly, their crowning 
glory—are in ruins. For Russia too it has al- 
ready been a rough ride. The question now 
is whether even more wretched social and 
political consequences can be avoided: 
whether serious unrest might finally erupt 
among the poor, perhaps even among the 
army; whether Mr Yeltsin can be prevailed 
upon to resign; and, if so, whether his suc- 
cessor would be found through constitu- 
tional, democratic means. 

Those are horrible questions to be 
haunting any country. But they follow di- 
rectly from failings in Mr Yeltsin's charac- 
ter that were either known or predictable 
when he was re-elected in 1996. He had a 
history of illness. He had a history of crony- 
ism. He had a history of emotional and ar- 
bitrary behaviour probably linked to exces- 
sive drinking. Those were all factors in his 
decision to invade Chechnya in December 
1994, which, as a display of his capacity for 
stupidity and even wickedness, should 
have been unforgettable. 


...and the trouble with everyone else 


And yet, for all that, Russians elected Mr 
Yeltsin 18 months later, and the West sup- 
ported him financially and politically. 
They did so because, though the prospect of 
a Yeltsin victory was unattractive in many 
ways, the alternative was much worse. Mr 
Yeltsin was the only non-Communist can- 
didate capable of carrying the election. 
Had the Communist candidate, Gennady 
Zyuganov, won instead, Russian finances 
would have collapsed in 24 hours, not 24 
months. And they would have done so with 
substantially less chance of revival. 

Of course it would have been better if 
Russian finances had not collapsed at all; if 
the economy had started growing durably; 
if living standards had risen as Mr Yeltsin 
promised they would do. But however 
bleak Mr Yeltsin's second term, it has 
bought time for other non-Communist 
politicians to grow in stature and plausibil- 
ity. Prominent among them has been a na- 
tionalist ex-general, Alexander Lebed, who 
finished third in the first round of the 1996 
presidential election with 1596 of the vote, 
and threw his lot in briefly with Mr Yeltsin. 
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Once widely viewed as a possible threat to 
constitutional order, it is arguable that Mr 
Lebed has become sufficiently at ease with 
political power, and confident enough of 
his chances in a future presidential elec- 
tion, to count among the constitutional or- 
der's main potential supporters. 

Another benevolent political trend of 
the past two years has been the emergence 
of diverse and increasingly sophisticated 
leaders in the regions. Constitutional 
changes completed in 1996-97 have re- 
quired all Russian regions to choose their 
governors by direct election. A few regions 
are doing well, under caring and compe- 
tent local bosses. Others are doing horribly 





badly, captured by criminal interests or 
power-mad governors or both. There is a 
risk here and there of de facto separatism. 
But overall, the process is healthy. It al- 
lows for competition between regions. It 
means regions can serve as incubators in 
which new policies can be tried out, and 
from which new leaders can emerge with a 
stake in the existing constitutional order. It 
will encourage politicians to prove them- 
selves at a regional level before claiming 
national office: this year Mr Lebed ran suc- 
cessfully for governor of Krasnoyarsk, Rus- 
sia's second-biggest region, as preparation 
for a future run at the Kremlin. His main 
non-Communist rival for the presidency 
would probably be Yuri Luzhkov, Mos- 
cow's mayor, whose national reputation 
rests solely on his success in that local job. 
A third positive development of Mr Yel- 
tsin's second term—occurring in reaction 
against Mr Yeltsin, but occurring nonethe- 
less—has been the growing maturity and re- 
alism of the Duma. Again, all things are rel- 
ative: the Duma is full of crooks and 
clowns. Votes and laws are bought and sold 
there. But within its chamber, a few sensi- 
ble voices can also be heard. Grigory Yavlin- 
sky has been able to establish his social- 
democratic block, Yabloko, as a principled 
and effective voice of parliamentary oppo- 
sition. Yabloko's rise has been matched by a 
decline in the influence of the far-right (and 
often plain silly as well as very nasty) Lib- 


eral Democratic Party of Vladimir Zhiri- 
novsky, and to a lesser degree of the Com- 
munist Party (though the current chaos 
may give a boost). If voters notice and care 
about such things, and if parliamentary 
elections are held as scheduled late in 1999, 
the next Duma may well prove more coher- 
ent and constructive than its predecessor 
has been. Unlike the present Duma, it may 
become worthy of an expanded constitu- 
tional role, and count as a force for stability 
in Russia, rather than, as till now, a force for 
instability. 


Now for the bad news 


Unfortunately, set against these political 
gains from Mr Yeltsin's second term, there 
is a large debit. This has been the rise of the 
"oligarchs", the financiers and industri- 
alists who bankrolled his re-election cam- 
paign and who have been behaving ever 
since as if they bought the state itself. The 
oligarchs' origins were well caught in a pa- 
per written by Thomas Graham, an Ameri- 
can diplomat, in 1995. He argued that 
power in Russia had been captured by a 
system of "clans"—loose-knit groupings of 
industrial and financial interests, each 
with a clique of politicians at its head, a 
mass-media outlet under its control, and 
strong-arm men at its disposal. The clans 
competed to carve up the wealth and 
power of the state. They acquired state as- 
sets cheaply through rigged privatisations. 
Their banks grew fat on free floats of state 
money. It was a splendid system for all 
within it. But to remain stable, it required 
all the clans to accept the authority of Mr 
Yeltsin as an independent arbiter. By sack- 
ing political leaders he could knock down 
clans that grew too ambitious; and it was in 
his own interest to protect essential func- 
tions of government, such as monetary pol- 
icy, from direct clan control. 

MrGraham's model proved its worth as 
a tool for explaining, and sometimes pre- 
dicting, otherwise baffling political and 
business events. It also helped explain what 
happened when Mr Yeltsin weakened: the 
clan system went haywire. The clans began 
grabbing for state assets with an unchecked 
ferocity. They fought an epic public battle 
for control of Svyazinvest, a new national 
telecoms firm, and another—still unre- 
solved—for Rosneft, the last big state- 
owned oil firm. The financiers at the centre 
of each clan began trying to dictate policy 
directly to the government—emerging from 
the clan system, in effect, to become the oli- 
garchs. The logic of their position meant 
that before long they would be challenging 
the weakened Mr Yeltsin himself. On this 
new terrain their natural leader proved to 
be Boris Berezovsky, a financier and media 
magnate, but above all a supremely adept 
political fixer. 

Mr Berezovsky's method is to offer his 
favours indiscriminately, so that he has 
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multiple protégés to play off against one 
another. He knows that a reputation for 
power can often be as useful as power itself, 
so hecultivates his own shadowy mystique. 
These factors make it hard to gauge his true 
role in politics, but it is certainly a big one, 
and getting bigger. His newspaper argued 
for the rouble devaluation that brought 
down the Kiriyenko government. He sup- 
ported the return of Mr Chernomyrdin, 
and with it the humiliation of Mr Yeltsin. 
Under the old clan system this would have 
been just the moment to knock Mr Berezov- 
sky off his perch. Under the new system 
there is nobody left to do the knocking. 

It is not Mr Berezovsky's fault that he 
and his friends have become inordinately 
rich and powerful. Communism abolished 
private morality in Russia, the collapse of it 
abolished public restraint, and the assets of 
the state were going to end up in some- 
body's hands fairly cheaply. The hope is 
that when the grabbing comes to an end— 
which is to say, when all the state's wealth 
has gone—the oligarchs will find that they, 
in common with most other Russians, have 
an interest in strengthening a legal and po- 
litical system that can protect everybody's 
assets and interests effectively. Like most 
hopes about Russia, it may not be a foolish 
one, but it is a long way from coming true, 


Watch and wait 


The end of the Yeltsin era promises to be 
marked by a struggle for power not only be- 
tween would-be presidential candidates, 
but also between politicians and oligarchs, 
between and within political parties, per- 
haps even between regions and the centre. 
But the most immediate tussle is between 
Duma and Kremlin over the appointment 
ofa prime minister. 

Here the odds have been tilting against 
Mr Yeltsin. A deal stitched together to gain 
the Duma's approval of Mr Chernomyrdin 
as prime minister in return for a reduction 
of the presidents power soon came un- 
stuck. It is looking increasingly hard for Mr 
Chernomyrdin to have the job, however 
much he and Mr Yeltsin are prepared to 
give away. The Communists are scenting 
power—or at least a slice of it. Mr Zyuganov 
now speaks of “widening” the opposition 
coalition, most likely to include, among 
others, nationalist deputies who support 
Andrei Nikolaev, a recently retired general. 

Mr Yeltsin has at least five options. He 
can give the Communists so much power 
in the Duma and government (think of all 
those perks) that they say yes to Mr Cherno- 
myrdin. Or, after a third rejection by the 
Duma, Mr Yeltsin could dissolve parlia- 
ment and let a new one be elected; but it 
would probably be still more hostile. Or he 
could drop Mr Chernomyrdin's candidacy 
and put forward, say, Mr Luzhkov. A spell 
for the latter in the premiership (in reality, 
as Russia's regent) under a fading Mr Yelt- 
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sin would give him a chance to shine on the 
national stage—or it could rapidly ruin his 
reputation. A fourth, most dangerous, op- 
tion would be to declare a state of emer- 
gency and rule by decree without reference 
to the Duma. But the president is almost 
certainly too weak for such a rash plan to 
succeed. "The authorities would fall within 
24 hours,” says Mr Lebed. The fifth option, 
of course, is for Mr Yeltsin to resign forth- 
with. No hint of that yet. 

Mr Lebed is waiting warily in the wings. 
But he, like Russia, has had a bad week. First 
he endorsed Mr Chernomyrdin, then dis- 
avowed him. Now Mr Lebed is advising 
strongly against the Duma’s dissolution— 
yet refuses to recommend another candi- 
date to head a government. 

As the politicians fiddle, the economy 
melts and inflation hots up. After a brief 
rally, the rouble is plunging again. The fi- 
nancial system is frozen. Companies can- 
not pay their bills. The flow of imports into 
Russia and the circulation of goods within 
are drying up. Shops are increasingly run- 
ning out of essentials such as cooking oil 
and sugar. There has so far been little panic 
buying, but mainly because many Russians 
have run out of money. Even fewer taxes are 
being gathered than before: in August only 
11 billion roubles (about $800m at last 
count) came in, against the 13 billion 
planned. 

The next slice of the IMFs summer pack- 
age, due to be dished out on September 15th 
and worth $4.3 billion, has been post- 
poned. Mr Chernomyrdin's acting govern- 
ment is at odds. Some ministers mutter 
about imposing price controls; others, such 
as its last remaining weighty reformer, Bor- 
is Fedorov, the chief taxman, tout the idea 
of a currency board (see page 74). 

Even the oligarchs seem momentarily 
non-plussed. Several are hedging their po- 
litical bets: Viadimir Potanin, for example, 
a banker and nickel magnate, has been 
courting both Messrs Lebed and Luzhkov. 
Others, such as Alexander Smolensky, 
whose flagship bank, sBs-Agro, has gone ~ 


bust, are flailing. 

Russia's wayward democracy may or 
may not be strong enough to contain these 
tensions. So far the soldiers, the security 
forces and key workers, such as miners and 
train-drivers, have held back. Unrest on the 
streets, spontaneous or organised, is yet to 
break out. If it did, the choice of a new 
prime minister could become irrelevant. 

Asfor the West, there is little it can sensi- 
bly do except sit back and wait—perhaps 
with a fat book of Russian history to help 
pass the time. Votes in the Duma may fasci- 
nate but are in no sense decisive. It is ab- 
surd for world financial markets to be fix- 
ated by them. 

Thesort of problems which trouble Rus- 
sia are going to take generations to resolve, 
not days, or months, or years. Russia is a 
mess, but that is only to be expected of a 
lare country emerging from 75 years of 
communism with no useful history on 
which to draw. This does not mean that 
Russia will remain a mess for ever. Sadly, 
however, it does mean that Russia is un- 
likely to stop being a mess any time soon. 
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The ex-communist east 


Flickers of economic light 


Not all ex-communist countries share Russia’s economic chaos. Some are 
even functioning, and growing, market economies. What did they do right? 


S DISMAYED Russians cast about for a 
scapegoat for their economic sham- 
bles, the readiest villains are the western 
high priests of liberal economics, whose ad- 
vice was supposed to bring prosperity and 
the promised land. Yet in other ex-commu- 
nist countries, the same advice—to free 
prices and trade, shrink government subsi- 
dies, squash inflation, sell off state enter- 


prises—has had far more promising results. 

In each of the past two years, average 
GDP in ex-communist Europe outside Rus- 
sia has grown, albeit by under 2%, reversing 
the downward slide since communism’s 
collapse. This probably understates the 
good news: official statistics ignore the 
black market, which in some places might 
add another 50% to official GDP. But be- 


49 


* uU DET 
EUROPE 


hind this average lurk huge variations. The 
region can be divided, crudely, in two. The 
first group—embracing Poland, Hungary, 
the Czech Republic (just), Slovenia, Estonia, 
Lithuania (just) and Latvia (by a bear's whis- 
ker)—boasts reasonably functioning mar- 
kets and healthyish growth. The other, 
where growth is strangled and enterprises 
are under the grip of the state, criminals, 
and well-connected businessmen known— 
as they are in Russia—as "oligarchs", in- 
cludes the rest. 

The first group is now reaping the re- 
wards of painful reforms. Most of them 
freed their markets early on. They then sank 
into deep recession. Only since the mid- 
19905 has reform begun to pay off in robust 
economic growth—though it is more 
muted in the Czech Republic, which suf- 
fered a currency crunch last year. In Esto- 
nia, Latvia, Lithuania and Poland, GDP 
should swell by over 5% this year. Unlike 
Russia, these countries actually make 
things—cars, beer, ships, clothes, medi- 
cines—that westerners want to buy. 

Not everything is under control. Infla- 
tion is still in double digits in the Czech Re- 
public, Estonia, Hungary and Poland. All 
governments, Estonia and Latvia apart, run 
budget deficits. But, except perhaps in Hun- 





Growth... 


gary, these are not unmanageably high. 
Taxes are, more or less, collected; state 
workers and pensioners are paid. Legal 
contracts are generally honoured. 

Just as importantly, prosperity has been 
more evenly spread. A pungent whiff of cor- 
ruption hangs over privatisation just about 
everywhere, especially in the Czech Repub- 
lic. But sell-offs have not enriched quite so 
narrow a bunch of crooks and cronies as in 





...and its rewards 
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Russia. Poverty is hard to measure. But one 
indicator, life expectancy, shows a marked 
improvement in places like the Czech Re- 
public (see chart), compared with Russia’s 
shocking deterioration. 

How have these countries got it roughly 
right where Russia and the rest have got it 
so wrong? Most of the answer, depressingly 
for Russia, is that they started from a better 
position. Each escaped the grip of the So- 





Pity the Slav heartland 


KIEV 


€€ TF IT'S raining in Moscow,” they say 

in Kiev, "it will soon be raining 

here.” This week that old adage has been 

| as true as ever. Of all Russia's neighbours, 

_ Ukraine and Belarus are likely to suffer 
most from Russia's chaos. 

At first glance, Ukraine seemed to be 
riding the storm. Initially, its national 
currency, the hryvnya, fell less abruptly 
than the rouble against the dollar. There 
has been no run on the banks. As yet there 
, has been no default on government or 
| commercial hard-currency borrowings. 
. Even the government's rescheduling of 

domestic treasury bills, announced on 
| August 26th, was sensibly managed: the 
central bank offered more generous terms 
to the bill-holders than its Russian coun- 
terpart did; and for foreigners the new 
schedule is, in theory at least, voluntary. 
Much credit for this goes to the steely 
young head of the central bank, Viktor 
Yushchenko. Besides, Ukraine is far less 
exposed than Russia is to international 
| capital markets. 
| Roughly the same goes for Belarus. 
| There, a current annual inflation rate of 
60% and the collapse of the Belarussian 
rouble, whose black-market rate has 
fallen from 60,000 to 100,000 to the dol- 
| larin a month, are disguised by price and 








exchange controls. So why are Belaruss- 
ians not fighting to get to the foreign-ex- 
change tills? A western economist in 
Minsk, the capital, wryly suggests “inertia 
confidence”. 

The calm in both countries, though, is 
deceptive. Before the Russian collapse, 
Ukraine looked as though it might just es- 
cape a_balance-of-payments crunch, 
thanks to a loan of $2.2 billion from the 
IMF. But the Fund has delayed final ap- 
proval. And even if the cash is disbursed, 





Want a lovely wad of hryvn 


Ukraine now has no chance of luring 
back foreign investors, and little of pre- 
serving the central bank's hard-currency 
reserves, which plunged from $1.7 billion 
to $800m last month. Add a widening 
trade deficit, with Russia now accounting | 
for a quarter of Ukraine's exports, and a 
crash of the hryvnya looks unavoidable, 
despite President Leonid Kuchma'sassur- | 
ances to the contrary. Belarus looks even | 
shakier: some 70% of its exports go to Rus- 
sia, its net reserves are close to zero, and 
the IMF long ago left in a huff. | 
It is not certain, however, that eco- 
nomic turmoil will lead to political crises | 
on Russia’s western fringe. Some opti- 
mists think Ukrainians will view Russia’s 
experience as a dreadful warning—and 
hurry on with reform. They point out that 
during parliaments summer recess Mr 
Kuchma issued dozens of economic de- 
crees to meet conditions for the IMFs new | 
loan. But it is more likely that rising prices | 
and falling living standards will boostthe | 
left, which already dominates Ukraine’s _ 
parliament, and whose approval is . 
needed for Mr Kuchma's decrees to be- 
come law. “They equate the Russian crisis | 
with reform,” says a resident western 
banker, “so the knee-jerk reaction is—we 
mustn't have reforms here.” After the Rus- 
sian debacle, Ukrainians still keen on re- 
form will find it harder still to defend 
their case. In benighted Belarus, reform- 
ers have long since been shunted aside. 
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viet Union until the second world war. 
Upon its collapse, they enjoyed a living 
memory of capitalism and democracy. 

Plainly, the more rigid the central plan- 
ning and the more sweeping the collectiv- 
isation, the harder for private enterprise to 
revive. Slovenians, for example, who al- 
ways traded vigorously with Italy even un- 
der communism, and Hungarians, who 
were allowed, for instance, to run private 
shops and coffee-houses, understood how 
to make markets work in a way that Bulgari- 
ans, let alone Russians, did not. 


The invisible hand of the Habsburgs 


Reaching further back, the Central Europe- 
ans who belonged to the Habsburg empire 
have tapped into a tradition of education, 
administration and commerce, backed by 
a middle-class, that looked west. Those ex- 
Soviet countries whose history is bound up 
with Byzantium and Orthodoxy looked the 
other way. 

Italso helps—as Jeffrey Sachs, a Harvard 
economist who advised several East Euro- 
pean governments, points out—to be con- 
veniently close to the European Union; in- 
deed, all bar Lithuania and Latvia are on 
the fast track to join it. This makes it easier 
for, say, Germans to nip across to Hungary, 
or Finns to Estonia, to sniff for business; 
and for ex-communists to truck out their 
cut glass or cars to shoppers in the West. 
More than $15.4 billion of foreign direct in- 
vestment, by Audi, 1BM, Suzuki and Gen- 
eral Electric among others, has poured into 
modest Hungary since 1989, against $9.7 
billion into massive Russia. 

Perhaps most importantly, commu- 
nism did not collapse into a total vacuum 
in these places, nor were there many re- 
grets, even among communists, over its de- 
mise. In the Soviet Union, no power fell 
outside the grip ofthe Communist Party. In 
Poland, by contrast, the influence of the 
Catholic church and the Solidarity trade 
union had been growing throughout the 
1980s; besides, peasants still owned, indi- 
vidually, three-quarters of the land and 
were a political force themselves. So plural- 
ism in politics came a lot more naturally. 

Booted out, the communists, as in Hun- 
gary, were forced to make themselves more 
respectable. When Poles felt the sting of ris- 
ing prices and trimmed state subsidies un- 
der "shock therapy" in the early 1990s, they 
were readier to kick out Solidarity and 
bring back the reformed communists, who 
promised to protect jobs and welfare. Last 
year, after the ex-communists had softened 
the reforms without ditching them, Poles 
voted Solidarity and its friends back in 
again. But, there again, the Russians are ter- 
ribly different: whereas most communists 
in Central Europe have put on social-dem- 
ocratic clothes, in Russia their ideological 
garb is almost as primitive as ever. 
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Germany's foreign-policy debate 


Spot the argument 


BONN 


AS GERHARD SCHRODER, 
theSocial Democrats' candi- 
date for the chancellorship, 
came out of a meeting last 
X month with Bill Clinton in 

the White House, he could 
not stifle a triumphant grin. It was not just 
that the personal chemistry worked—two 
potent electioneers, masters of the woolly 
promise and bursting with, well, mascu- 
line joie de vivre—nor that Mr Schróder 
was given twice as much of the president's 
time as was the Social 
Democrats’ previous can- 
didate for the top job, Rud- 
olf Scharping, four years 
before. The real boon for 
Mr Schróder, long snootily 
dismissed by Mr Kohl's 
men as a potentially dan- 
gerous "innocent abroad", 
was that the president 
called in his top advisers 
too, for an (albeit lightning) 
survey of world trouble 
spots. "That was not a mere 
courtesy call" beams a 
Schróder aide. "It was a 
consultation between E 
partners." G 

Electioneering hype, 
no doubt. But such Social Democratic 
chumminess, across the Atlantic and with 
an array of governments in Europe, on the 
right as well as left, shows just how far the 
Social Democrats have moved to adjust 
their foreign policy stance. This, after all, 
was the party that fought against NATO's 
missiles policy in the 1980s (disowning its 
own chancellor, Helmut Schmidt, on the is- 
sue) and dreamed aloud of the day when 
military blocks would dissolve. Only four 
years ago it was still struggling to stop Ger- 
man forces playing a role in international 
peace operations in Bosnia. 

Nowadays, it is hard to find real differ- 
ences between the Social Democrats and 
the government on any foreign or security 
issue—from Kosovo to the eastward en- 
largement of NATO. On Europe, Mr Schró- 
der has pragmatically stopped snarling 
about the now inevitable euro (which 
barely rates a mention in the campaign) 
and sounds as integrationist as Mr Kohl. 

Indeed, sometimes he sounds more so. 
Both the chancellor and his finance minis- 
ter, Theo Waigel, now take a nigh-Thatcher- 
ite view of the EU's budget, threatening to 
block payouts to other countries unless 
Germany puts in a lot less. Mr Schroder 
wants a cut too, but says he will work for it 
by reforming the Eu's farm policy, from 
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which Germany gains little. He may stand a 
better chance of doing that: his Social Dem- 
ocrats depend less than do Mr Kohl's Chris- 
tian Democrats on the farming vote. 

Mr Schróder might, of course, behave 
differently in office. The French, in particu- 
lar, fear that with a younger leader, soon to 
be based in the old imperial capital of Ber- 
lin, the Germans might forget their Euro- 
pean lessons and once again become too 
big for their boots. Part of that Gallic dis- 
trust may stem from Mr Schróder's evident 
preference for the British 
brand of left-wingery un- 
der Tony Blair over Lionel 
Jospin's French version. 
Still, MrSchróder's foreign- 
policy advisers are cer- 
tainly keen Europeans— 
and his own pronounce- 
ments have become dis- 
tinctly more integrationist. 

Isn't there, at least, a 
clear split between the So- 
cial Democrats and the 
government just now over 
the Russian crisis? Not 
really. For campaign pur- 
poses, the Schroder camp 
carps at Mr Kohl for relying 
too much on his old pal 
Boris Yeltsin—but it does not spell out what 
should be done instead. 

The credit for reshaping the Social 
Democrats’ foreign policy belongs neither 
to Mr Schroder nor to the party chairman, 
Oskar Lafontaine, on the party's traditional 
left. On the contrary, the reform was fought 
through—against opposition from both 
bigwigs—mainly by Mr Scharping, now the 
party's parliamentary leader, and Günter 
Verheugen, the party's top foreign-affairs 
man. Already the changes the pair have en- 
gineered have made the Social Democrats 
more liked abroad, reducing Mr Kohl's ad- 
vantage as guarantor of foreign-policy sta- 
bility against leftist “dreamers”. 

Reducing—but not quite eliminating. 
There are, as Mr Kohl ceaselessly drums 
home, still the Greens. They espouse most 
of the policy aims (like scrapping the 
Bundeswehr) that the Social Democrats 
have since dropped. And Mr Schröder aims 
to go into coalition with them, does he not? 

Perhaps. At present a “grand coalition” 
between Social Democrats and Christian 
Democrats seems more likely. And even if it 
came to a government alliance with the 
Greens, the Social Democrats would now 
surely insist on taking both foreign and de- 
fence ministries. Bad luck on Joschka Fi- 
scher, the Greens’ pragmatic and eloquent 
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leader in parliament who has long eyed the 
foreign-affairs job. But Mr Schróder 
learned in Washington that a Green—any 
Green—in either post was an option he sim- 
ply could not afford. 





France's National Front 
Who's boss? 


PARIS 


ONG-SIMMERING rivalry between 
Jean-Marie Le Pen, autocratic leader of 
France’s extreme-right National Front, and 
his ambitious number two, Bruno Mégret, 
has boiled over. At stake is not only the fu- 
ture ofthe xenophobic movement, which is 
now supported by 15% of French voters, but 
perhaps the shape and character of the en- 


Will the Faeroes flee the nest? 


COPENHAGEN 


| JTF TINY specks of land in the Pacific or 
| Caribbean can claim seats at the 
| United Nations, then surely a 43,000- 
strong community in the freezing north 
Atlantic—somewhere between Iceland 
and Britain's Orkney Islands—can aspire 
to selfdetermination too. That, at any 
rate, is the belief of the Faeroese—hardy 
and tenacious folk whose favourite deli- 
cacy, puffin chicks, can only be procured 
by dangling on a rope hundreds of feet 
below a sheer cliff-top and robbing the 
nests of unfortunate seabirds. 

The latest skill these resourceful peo- 
ple have developed is driving exception- 
ally hard bargains in dealings with their 
"colonial master"—long-suffering Den- 
mark. The islands government will 
shortly open negotiations with the big- 
ger one in Copenhagen, with the inten- 
tion of becoming a sovereign nation un- 
der the Danish crown for, say, 25 years. 
That is exactly the status which Iceland 
obtained in 1917 before becoming a fully 
independent republic a quarter-century 
later. With a bit of luck, the islanders 
reckon, enough oil and gas should be dis- 
covered off their icy shores to make them 
rich as well as free. 

So why don't the puffin-hunters just 
cut adrift from Denmark (which halved 
the land mass of the European Commu- 
nity two decades ago by granting self- 
rule to Greenland)? There is a snag. For 
the immediate future, the Faeroese want 
to go on getting the subsidies from Co- 
penhagen—worth at least DKr1 billion 
($147m) a year—needed to keep the is- 
lands’ schools, hospitals and social ser- 
vices up to Scandinavian scratch. 


SSS — ————————— - - 
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tire French right. 

Mr Le Pen, who has 
been barred from holding 
any state office for two 
years for assaulting a fem- 
ale Socialist candidate last 
year, had suggested—quite 
seriously—that his wife, 
glamorous but with no ex- 
perience at all of politics, 
should head the party's list 
for next year's election to 
the European Parliament. 
Last week, as the Front's an- 
nual congress began, Mr 
Mégret told a newspaper that this was “not 
a good idea". If the party boss was pre- 
vented from standing, he said, the number 
two would naturally take his place. 

This seemed a bit rich coming from a 
man who last year put forward his own 





Because of the delicate balance of 
parties in Denmark's parliament, the 
canny Faeroese may have it both ways. 
With the motherland's coalition govern- 
ment often able to muster a majority of | 
just one vote, the two Faeroese deputies | 
have splendid blackmail chances. | 


Support for independence has 


gained ground since the islands suffered 
an economic crisis in the early 1990s. 





Mr Not-So-Nice Guy 





Under a recovery plan which the govern- 
ment in Copenhagen deemed generous, 
a Faeroese bank— previously owned by a 
Danish parent—was transferred to the 
Faeroese government in 1992. The rescue 
effort is still in progress: this year alone, 
say exasperated Danish officials, they 
have handed over DKr2 billion in relief — 
on foreign debts that piled up before the 
crisis. But the islanders, ignoring Den- 
mark's cries of ingratitude, still insist 
they were robbed—on the ground that 
the bank was not worth the money they 
were asked to pay. The whole story 
would bring tears to the eyes of many a 
nesting puffin. | 











wife, another woman with 
next to no experience of 
politics, to stand in his 
stead at a mayoral election 
(which she won); he had 
himself been barred for ex- 
ceeding campaign spend- 
ing limits. Mr Le Pen, who 
has appealed against his 
conviction, was livid. 
"There is only one number 
in the National Front,” he 
spat back in a closing 
speech to the party faithful, 
"and that is the number 
one. If I am unable to stand [for the Euro- 
pean elections] it is I who will draw up the 
list of 87 candidates." 

Mr Le Pen, now aged 70, is feeling in- 
creasingly under threat from his younger 
and cleverer deputy. In the past, the big, 
blustery Front leader has believed that his 
oratory and rough charm would outweigh 
the technocratic Mr Mégret's intellect and 
efficiency. But many, both inside and out- 
side the party, feel that Mr Le Pen's racist 
comments and bullying manner are hold- 
ing the Front back. Now that the parties of 
the mainstream right are contemplating 
new alliances, goes this view, the softer-spo- 
ken, seemingly more respectable Mr Még- 
ret might be a better leader. Several leading 
right-wing politicians have hinted that Mr 
Mégret, but not Mr Le Pen, is a man they 
could do business with. 

Mr Mégret is not, in fact, moderate. In 
many ways, he is more radical and more 
dangerous than Mr Le Pen. As the party's 
font of ideas, he dreamed up the Front's 
harsh 50-point plan, with its notions such 
as repatriation of France's 3m immigrants, 
supposedly to "liberate" as many jobs for 
the *native" French. And it was he who in- 
vented the idea of "national preference", 
the centre-piece of the party's programme, 
urging priority to "the French" in jobs, 
housing and welfare. 

His skill has been to present himself as 
Mr Nice Guy. Married to the grand-daugh- 
ter of a Russian Jew, Mr Mégret insists that 
he is no racist, let alone a neo-fascist. As a 
tactician, he would soften some of the nas- 
tier edges of the Front's policies—if only to 
win more votes. He has long advocated 
electoral pacts with the moderate right. But 
obstacles would remain. He says he would 
refuse, for instance, to drop the Front's *na- 
tional preference" idea or its opposition to 
the Maastricht treaty. 

Since the row, Mr Le Pen and Mr Mégret 
have declared a truce. But the battle lines 
are drawn. Mr Mégret reckons most of the 
Front's elected representatives are behind 
him. Mr Le Pen has the backing of more of 
the old guard in the party's powerful execu- 
tive. Wounded in the latest skirmish, the 
boss is by no means hors de combat. 
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Carlos Westendorp, Bosnia's Euro-Spanish viceroy 


OSNIA’S three main ethnic groups may have stopped killing 
each other, but they still balk at calling each other compatri- 
ots. So when the time came to devise a common passport, it was 
Carlos Westendorp, the West's man in Bosnia, who had to force a 
design on the stubborn nationalists. Thousands of Westendorp- 
approved passports were duly printed, at which point a ghastly 
error was discovered: the Serbo-Croat case endings were wrong. 
The entire print run had to be pulped. 

Victory followed by setback is the daily routine of what Mr 
Westendorp likes to call an “almost impossible job": transform- 
ing Bosnia from a landscape of mass graves and bombed-out 
villages into a real country. He has, it would seem, plenty of help. 
Some 35,000 NATO-led troops are on hand to keep the peace. 
Dozens of international agencies, 
most of them sporting acronyms at 
least four letters long, are running 
Bosnia's elections, resettling its refu- 
gees, cleaning up its customs service 
and the like. On top of them all, or at 
least the non-military ones, sits this 
plump, Dutch-descended, Spanish 
diplomat. He is known as the inter- 
national community's “High Repre- 
sentative". And since last December 
the High Rep has had the power, 
granted by the European (including 
Russian) and American govern- 
ments that are his main bosses, to 
force compliance with the Dayton 
peace accord on local politicians 
who would love to split Bosnia into 
lucrative ethnic fiefs. 

Mr Westendorp looks the right 
sort of man for the job. Although his 
career matured in a much tamer hab- 
itat—that of the European Commu- Se a c6 
nity before it became a Union—he (Afe*K 
defended Spanish interests with a W= E al 
strident pugnacity that had echoes of 
Margaret Thatcher in her fiercer mo- 
ments. When the Maastricht treaty 
was in its painful drafting stages, he 
was the one who threatened on Spain's behalf to sink it unless 
the EU's poorer countries got billions of ecus in extra subsidies. 
He got his way. Mr Westendorp’s faintly detached, unhurried 
manner bespeaks gentleness, which those who know him say is 
real. That does not stop him from being an “accomplished 
backroom negotiator", as one British diplomat puts it. 

Since he took over from Carl Bildt, a Swedish ex-prime min- 
ister, in mid-1997, he has forced Bosnia's nationalist leaders to 
drop ethnic markings on licence plates (to promote freedom of 
movement) and to accept a single currency. He has wrested con- 
trol of television in the Serb Republic and in the Muslim-Croat 
federation, Bosnia's two "entities", away from political parties. 
And he has forced the federation's parliament to pass property 
laws giving refugees the right to get back their homes. 

After a shaky start (he invented an imaginary extra entity in 
his first press conference, and was the target of American carp- 
ing), Mr Westendorp seems to have righted himself. He learnt his 
brief and, to the surprise of many, eclipsed Jacques Klein, a 
hyper-active American diplomat expected to do the real work as 
the High Rep's deputy. To flummoxed chauvinists, Mr Westen- 
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dorp is "the dictator"; to those who delight in their discomfiture, 
he is the "governor-general", the “viceroy”, even the “protector”. 

However firm the fist orsilken the glove, though, Bosnia is far 
from working the way it is supposed to. Even after “full democ- 
ratisation", its media still view the world through ethnic eyes. 
Only a handful of refugees have dared to return to homes in 
areas controlled by another ethnic group—the “main setback" to 
Bosnian integration, admits Mr Westendorp. To western gov- 
ernments pumping some $9 billion into Bosnia (in aid and 
peace-keeping) every year, Mr Westendorp offers scant hope for 
an early exit: the need for foreign men and money will not 
slacken in the next two years, nor end, he reckons, for another 15. 

To blame the High Rep for failing to heal Bosnia would be 

3 like blaming a doctor for an alcohol- 
ic's backsliding. Bosnian politicians 
endlessly find ways around the laws 
he writes. He can try to enforce the 
law himself, but, as the passport mix- 
up shows, his minions do not know 
the terrain or the language well 
enough. Inevitably, an office staffed 
largely by short-stay diplomats from 
various western countries is full of 
factions and infighting. Mr Westen- 
dorp's clout discourages Bosnians 
from governing themselves, but does 
not make him an effective substitute. 

Some people think Mr Westen- 
dorp could do better. Their main 
complaint is that he spends too 
much time cultivating his fine tan 
and not enough in Bosnia. Mr West- 
endorp says that lobbying on Bos- 
nia's behalf with western govern- 
ments keeps him away, though he 
admits that his family (young wife, 
young son) is also a lure. 

And some of that lobbying may 
be on his own behalf. The European 
Union is mulling over who should 
plan its new common foreign and 
security policy, and Mr Westendorp 
is on every short list. His chances depend partly on unwritten 
but iron rules of country-and-party balance. One Spanish Social- 
ist, Javier Solana, is NATO's secretary general; another, Felipe 
Gonzalez, an ex-prime minister, wants to be the European Com- 
mission's president. Spain's left cannot run everything. 

But Mr Westendorp may be helped by another European di- 
lemma: whether to hire a career diplomat or a political heavy- 
weight to be *Monsieur PESC", the acronym the French like for 
the EU's future foreign-policy planner. Mr Westendorp, who 
spent much of his career in the diplomatic service but was 
briefly foreign minister under Mr Gonzalez, calls himself a “hy- 
brid”. That may appeal to European politicians, who are unsure 
how much clout they want Monsieur PESC to have. 

If he gets the job, Mr Westendorp will be in familiar territory. 
Drawing a single foreign policy from the EU's 15 clamorous gov- 
ernments may not be as tough as turning Bosnia into a single 
country, but Mr Westendorp has no illusions. Monsieur PESC 
will have to “co-ordinate different sensitivities”. Nor will he 
"make a revolution overnight". But would Bosnia's viceroy take 
the job? “I have never refused almost impossible tasks." 
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All jammed up 


ALAN PUDU, 8am. Or 12 noon. Or 5.30pm. Or, 

for that matter, almost any other hour. It makes 

little difference: day or night, working week or 
weekend, the traffic is likely to be standing still. At 
certain times a policeman arrives to wave his white- 
gloved hands at the cars stalled in the roundabout. 
At other hours the queue of cars, buses and scooters 
is left to sort itself out, miraculously avoiding the 
pedestrians who, for want of a pavement, are forced 
to walk in the road. Even deep recession has 
brought no relief to Jalan Pudu. And if they are ever 
completed, two huge commercial complexes under 
construction along the avenue are likely to make 
the traffic much, much worse. 

This is Kuala Lumpur, but it could be almost 
anywhere. The world has gone car-crazy, and the 
measure of a metropolis is the size of its traffic jams. 
Bangkok, once renowned for its canals, is now fam- 
ous mainly for the all-day snarl-ups on Sukhumvit 
Road. Sao Paulo's horrendous delays are almost a 
match for those in Mexico city, where the Periferico 
is a parking lot for much of the day. Atlanta, for 
three decades one of America's fastest-growing ur- 
ban areas, has lost much of its allure as commuting 
has grown more difficult. The permanent conges- 
tion on Silicon Valley's two main freeways may be 
the biggest impediment to its future prosperity. 
Even Moscow, which ten years ago hardly had pri- 
vate cars, now has car problems aplenty; the run out 
to Sheremetyevo airport, 30km (19 miles) north- 
west of the city, might take 45 minutes on a good 
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day, or two-and-a-half hours on a bad one. 

Those who yearn for the days before traffic jams 
were invented might lament their present ubiquity. 
But they could look at them another way and de- 
cide that they are not really a problem at all. Rather, 
the jams demonstrate that people by the hundreds 
of millions are getting two things they badly want: a 
chance of a prosperous urban life rather than a 
poorer rural one, and a private car. For itis the com- 
bination of these two desires that has made conges- 
tion so universal at the end of the 20th century. 

In small towns, the number of vehicles on the 
roads is limited and trips tend to be short. 
Urbanisation, which has reshaped the world's geog- 
raphy since the second world war, invariably 
means more vehicles and more travel. Within a 
metropolis, population density tends to decline as 
new housing is built on the urban outskirts, while 
trip distances become longer. In poorer countries, 
an increase of one million in a city's population 
means an additional 350,000-400,000 public- 
transport trips per day, according to an Asian 
Development Bank estimate in 1989. Recall that 
Sao Paulo has grown from 4m to 20m people since 
the early 1960s, or that Cairo has mushroomed 
from 2m to 12m, and the consequences for traffic 
are readily apparent. 

People come to the city because it offers better 
economic prospects; and this, too, makes conges- 
tion more severe. The very poor rarely use 
motorised transport, because even a bus fare is a 
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burden on the family budget. Money permits the 
luxury of vehicular travel, and families increasingly 
indulge in that luxury as incomes rise. The World 
Bank reckons that high-income households, on av- 
erage, make twice as many trips per day as low-in- 
come ones. 


Love affair 


As families become more prosperous, one of the 
first things they want is a car (see chart 1). The in- 
come elasticity of car ownership is roughly two: 
each 1% increase in average household income 
means a 2% increase in the number of cars. In Mex- 
ico, the number of private vehicles has risen by 30% 
since 1991, despite growing hardly at all in the de- 
pression year of 1995. In Seoul, streets where traffic 
flowed freely in 1990 were hopelessly tangled by 
1996 as the number of cars more than doubled. In 
Bangkok, before economic crisis struck last year, an 
extra 300 cars were wheeled out into the streets ev- 
ery day. "The love affair with the car and all the con- 
venience it brings is the dominant mindset," says 
Anwar Fazal, an official with the United Nations 
Development Programme in Malaysia. 

This is just as true in rich countries. Although 
populations in America and Europe are growing 
only slowly or not at all, the average household con- 
tains fewer and fewer people, so the number of 
households has been rising rapidly. Separate house- 
holds generally make separate shopping trips and 
drive separately to social events, increasing the total 
number of journeys. Among families of working 
age, a growing proportion has two earners, generat- 
ing yet more travel to work. This helps explain why 
there seems to be no limit to car saturation. In 1997, 
some 198m cars, motorcycles and light trucks were 
registered in America, well over one for every li- 
censed driver. Some European countries are not 
that far behind. Italy, for instance, has 600 private 
vehicles per 1,000 people against America’s 747. 

All those cars have made it possible to decentral- 
ise economic activity and to decouple residential 
choices from job, school and shopping choices in 
ways that would have been unimaginable only two 
decades ago. Britain's shift from local schooling to 
parental choice, which means that many young 
children attend schools a long way from their 
homes, relied on widespread car ownership—and 
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because of that shift, in turn, nearly one-fifth of car 
journeys during the morning peak now involve tak- 
ing kids to school. In America, the near-universal 
ownership of private cars has caused shoppers to 
abandon the neighbourhood store, first for the 
nearby shopping centre, then for the indoor mall, 
then, in the 19905, for the *regional" mall with hun- 
dreds of stores serving residents within a 5okm ra- 
dius—almost all of whom arrive by car. 

The motoring statistics tell the tale clearly. In the 
European Union in the 1990s, the number of pas- 
senger-kilometres travelled in private cars has been 
rising by over 2% a year, whereas other forms of 
ground transport have stagnated. In Britain, more 
than two-thirds of all journeys to work are now 
made by car, up from about half two decades ago 
(see chart 2). In America in 1980, 64% of workers 
commuted alone by car in 1980; ten years later, the 
figure had risen to 73%, and apart from a handful of 
big cities, public commuter transport had more or 
less vanished. Freight, too, has shifted to the road; 
Europe's lorry loadings have trebled since 1970, 
whereas railway freight traffic has declined (see 
chart 3, next page). The result is traffic jams. On an 
average working day in 1996, the Netherlands had 
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50 motorway hold-ups at least 2km long. | 

It is tempting to conclude from this evidence 
that traffic congestion is one of the scourges of mod- 
ern life. Certainly, it is as reliable a topic of dinner- 
table chatter as the weather. And, true enough, all 
those cars, lorries and motorcycles have brought a 
host of other unpleasant problems with them: air 
pollution, noise pollution, excessive dependence 
on oil. Quite a few drivers in New York are suffi- 
ciently bothered to shell out $18 on a volume enti- 
tled “New York Shortcuts and Traffic Tips," com- 
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piled by a newspaper columnist with the fetching 
name of Gridlock Sam. 

Yet this survey will argue that congestion may 
be much less of a problem than economists and so- 
cial planners tend to believe. Public-opinion stud- 
ies show that as urban problems go, it ranks far be- 
low crime, education and general pollution. Large 
numbers of commuters suffer little from conges- 
tion; in America, land of the car, half of all trips to 
work take under 22 minutes. And many people sub- 
mit themselves to stalled traffic or jam-packed 
trains quite voluntarily, in return for a bigger house 
ora pleasant suburban garden. In Britain, for exam- 
ple, the average commuting distance has risen by a 
stunning 50% over the past two decades (see chart 
4). "Commuting time is really an equaliser, a price 
people pay for having a choice where to live and 
work," says Anthony Downs, a leading American 
urban planner. 

All the same, stalled traffic clearly does impose 
costs on society, and governments are right to try to 
alleviate it. Higher road taxes, heavy imposts on lor- 
ries, charges for driving in congested areas, better 
public transport and new technology to unclog the 
roads are all valuable parts of the traffic manager's 
arsenal. But such instruments should be applied 
with caution. No matter how well-meaning and far- 
sighted the planners, they remain subject to the first 
law of traffic: whatever is done to smooth the flow is 
certain to have unexpected consequences. 





The unbridgeable gap 


que blue waters of the Bosporus, crowded with 
oil tankers moving between the Mediterranean 
and the Black Sea, and with ferry boats darting back 
and forth, no longer separate Asia and Europe the 
way they used to. Now the six-lane Ataturk Bridge 
and the eight-lane Fatih Sultan Muhammed Bridge, 
a few miles to the north, carry a quarter of a million 
vehicles a day across the narrow waterway. Both of- 
ten have long queues. Turkey's highway agency says 
the only way to untangle the traffic is to build a 
third bridge, mid-way between the two. But will the 
multi-billion-dollar project make traffic move 
faster, or will it simply make for more traffic? The 
answer requires some familiarity with the econom- 
ics and behavioural science of motoring—and à 
great deal of guesswork. 

Traffic experts typically view congestion as an 
elementary problem in economics: a case of incom- 
plete markets and mispriced resources. To think 
about it in this way, imagine you are zipping along 
an open road, the sort of place where you can put 
your foot down and move as fast as the engine—or 
the law—will allow. From the slip road just ahead, a 
Ford Fiesta enters the motorway, It disturbs your 
idyll, your illusion of having the road entirely to 
yourself, but it does not force you to-lower your 


speed. Your travel tirhe does not increase and the. 


car's presence has no economic impact on you. But 
as other vehicles start to join, your strategy of shift- 
ing lanes to stay clear of the merging traffic eventu- 
ally reaches its limits. As a white Fiat Uno enters the 
road ahead of you, you lightly tap your brakes. Al- 
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most instantly, brake lights blink for 500 metres be- 
hind you. On a road with hitherto free-flowing traf- 
fic, the additional presence of that one white Fiat 
has created congestion. 

This is what economists call a negative external- 
ity, an action by one individual that imposes costs 
on others. Although each motorist will weigh only 
his own personal costs, his decision to drive may 
well lead to higher costs, in both time and out-of 
pocket expenditure, for everyone else on the road. 
In that sense, the car whose arrival occasioned all 
that braking is analogous to a factory that spews 
smoke into the air or a sheep farmer whose flock 
squeezes under the fence to eat a neighbour's grass. 
Quantifying the consequences of such externalities 
is notoriously difficult. In a world with many pol- 
luters, how much of a town’s lung disease and peel- 
ing paint can reliably be traced to the smokestack of 
a particular plant? And if the plant’s owners were to 
spend $10m to reduce harmful emissions by 20%, to 
what extent would those problems be alleviated? 


Measuring the cost of congested traffic poses the 


same sorts of problems, only more so. 

Some of the cost estimates are huge. In 1990, Ja- 
pan's international co-operation agency calculated 
that Bangkok loses as much as one-third of its po- 
tential output because of overcrowded roads. In 
1994, two economists, Richard Arnott and Kenneth 
Small, put the annual cost of driving delays in the 
United States at $48 billion, or about 0.7% of GDP. 
The Texas Transportation Institute says the delay 
experienced by the average urban driver in America 
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rose from 19 hours in 1982 to 34 hours in 1994; reck- 
oning $11.50 for each lost hour, including the cost of 
wasted fuel and drivers' own estimates of the value 
of their time, the institute worked out the average 
cost per driver at about $400 nationwide and 
roughly $1,000 in Los Angeles. The European 
Union's transport directorate, in a 1995 green pa- 
per, put the cost of congestion in Europe at 2% of 
GDP. Lex, a car-leasing firm, says congestion wastes 
1.5 billion hours of British motorists’ time a year, 
costing the economy £10 billion ($16.5 billion). 








Pass the salt 


These alarming figures need to be taken with a large 
pinch of salt, for several reasons. First, many of 
them assume an ideal state of traffic-free roads. 
There is no obvious reason to think, as the Texas 
Transportation Institute does, that society loses out 
when freeway traffic in Los Angeles averages only 
38 miles per hour at peak periods instead of ssmph 
at other times. Roads that are always uncongested 
would be economically wasteful because they 
would be seriously underused for most of the day. 
Research in the Netherlands suggests that a motor- 
way is being used optimally when, averaged over 
the course of a year, 2% of each day's traffic encoun- 
ters a queue. The EU's estimate that 2% of GDP is lost 
to congestion thus "lacks a clear empirical and 
methodological foundation," Piet Bovy, a Dutch en- 
gineering professor, and Ilan Salomon, an Israeli 
geographer, told European transport ministers last 
December. The two experts reckon that in the Neth- 
erlands, Europe's most congested country, the true 
annual cost is closer to 0.25% of Gpp. 

Second, none ofthe estimates ofthe costs of con- 
gestion takes any account of the social benefits of 
being able to drive in the first place. If the motor- 
ways did not exist, many trips that are now routine 
would never be undertaken. Yet those trips, even 
with congestion, represent a benefit to society by, 
for example, allowing employers to draw from a 
larger labour force and permitting shoppers a 
wider choice of stores. Ignoring that benefit skews 
the estimate of congestion costs upwards. 

Third, it is odd to argue that all drivers lose from 
congestion when many of them choose quite vol- 
untarily to bear it. Someone who decides to live on 
a farm in eastern Pennsylvania while working 
100km (62 miles) away in New Jersey, or who has a 
job in London but moves to Oxfordshire to let the 
kids enjoy village life, knows from the start that traf- 
fic delays are part of the deal. If he then incurs them, 
why should the time he spends in traffic jams be 
counted as part of society's loss? 
| Congestion undoubtedly does have economic 
costs. If unpredictable traffic forces factories to keep 
extra components on hand in case deliveries run 
late, capital is being wasted. If clogged delivery 
routes mean that consumers pay higher prices for 
groceries or that working time is unproductive, that 
too represents a genuine economic loss. Businesses 
would willingly pay a price, and often a steep one, 
in order to avoid the externalised costs of too much 
traffic, but generally there is no way for them to do 
so. In that sense, the transport market can truly be 
| said to have failed. But this failure is mostly of fairly 
minor economic importance. 

There is one other factor that sharply 




















Volunteer army 


distinguishes traffic congestion from many other 
activities that cause negative externalities. Its root 


cause is human behaviour, and if there is one thing 


that can safely be said about human behaviour 
when driving, it is that it is impossible to under- 
stand or to predict. 


See a psychologist 


Economists and traffic planners have spent many 
hours and sacrificed many trees to try to under- 
stand what motivates people to drive rather than 
walk or take the bus, and what motivates them to 
choose one route over another. The result of all that 
effort is most unimpressive. "The system is too cha- 
otic to understand at more than a macro level," says 
Tim Lomax of the Texas Transportation Institute. 

To see why this is so, suppose that an individ- 
ual's travel decisions are determined by only two 
factors, tolls and the expenditure of time, and as- 
sume that he values his time geometrically at, say, $1 
times the square of hours of travel time (a math- 
ematical way of saying that short delays are un- 
important but long ones matter a lot). Travelling be- 
tween two towns he would favour route 1, with a $4 
toll and a one-hour driving time (total cost $5), over 
route 2, with a $2 toll and a two-hour driving time 
(total cost $6). But suppose route 1 were to grow 
more congested. Once the driving time exceeds 1 
hour 25 minutes, the driver would switch to route 2. 
But if he and other road-switchers clogged route 2 
enough to slow the drive by just a few minutes, 
route 1 would again be more attractive and he 
would switch back. 

If this seems clear, keep in mind that each indi- 
vidual's precise preferences cannot be known in ad- 
vance. How he values his own time will become 
clear only from observing his real-world behaviour. 
Even then an element of uncertainty remains, be- 
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cause the driver must make a new guess each day as 
to which route is likely to take up less of his time. 
Change the traffic situation, and the driver will 
change his behaviour. 

This leads to a series of paradoxes that bedevil 
transport planners. Measures meant to reduce con- 
gestion may fail to do so, because if a given route 
becomes faster it will quickly attract drivers who 
previously used other routes, drove at other times or 
used public transport. Building new roads may 
cause people to undertake trips they would other- 
wise not have attempted, creating congestion anew: 
when Phil Goodwin, an economist at London Uni- 
versity, looked at 12 British projects meant to unclog 
congested highways, he found that total traffic vol- 
umes, counting old and new roads together, far ex- 
ceeded the previous volumes. Subsidising a new 
rail scheme may draw commuters from buses, lead- 
ing to a reduced level of bus service and thus caus- 
ing bus passengers whose needs are not served by 
the rail system to use their own cars. 

There is yet another paradoxical possibility, in- 
tensely controversial among transport experts, 
known as the law of the constant travel-time bud- 
get. This holds that individuals seek not to 
minimise their travel time—the sort of behaviour 
economists would normally expect—but rather to 
hold their travel time at a level they deem accept- 
able. Widen the motorway so that their half-hour 
commute becomes a 20-minute trip, and they will 
move further away from their workplace. Although 
this *law" clearly does not apply across the board, 
there is something in it. Both in America and in Eu- 
rope, average daily travel distances have been 
lengthening while average commuting times have 
stayed much the same. 

All of these paradoxes loom in the background 
as Turkey debates a new Bosporus crossing. The ba- 
sic facts are not disputed. Whereas 35% of Istanbul’s 
people live on the Asian side of the waterway, only 
25% of the city's jobs are there. The big new office 


towers and shopping centres are almost all on the 


European side, far away from the ferry landings 


B 
«| 


and the new underground line still under construc- 
tion. Car ownership, now 100 per 1,000 people, is 
expected to double over the next ten years. And Is- 
tanbul's Asian shore is home to a disproportion- 
ately large share of the city’s rapidly growing mid- 
dle class, people who can afford their own cars and 
would not dream of spending hours standing in a 
slow, crowded bus. 

Kazin Apaydin, an official of the highways di- 
rectorate, looks at the Bosporus and sees the Seine. 
“Two bridges are not enough,” he insists. “In Paris 
there are a lot of bridges. In Budapest there are a lot 
of bridges. Across the Thames, you have a lot of 
bridges. This is necessary.” And where will the cars 
go once they have crossed the new bridge? “This 
problem is the responsibility of the municipality,” 
says Mr Apaydin. “They must solve it.” 

Mustafa Ilicali, the city's chief planner, does not 
favour Mr Apaydin’s bridge; he wants a railway 
tunnel to join lines that now terminate on either 
side of the strait. But more trains would not get peo- 
ple to destinations such as Akmerkey, a big shop- 
ping-and-office complex a dozen miles north of the 
Topkapi Palace. An expanded underground system 
might help, but building it will take decades; the 
line now under construction does not even go to 
the Asian side of the Bosporus. Mete Orer, a trans- 
port engineer who works near Akmerkey, says that 
the cheapest way to reduce delays on the city’s 
streets would be to tow away illegally parked cars. 
But that might persuade even more middle-class 
suburbanites to drive into the city. What about rais- 
ing tolls on the bridges, now 250,000 liras ($1) per 
round trip? Higher tolls, traffic experts concur, 
would have little effect because, away from the wa- 
terfront, public transport between Istanbul's two 
halves is so poor that middle-class workers have no 
real alternative to using their cars. 

So is ever more jammed-up traffic an unalter- 
able reality of modern urban life? Optimists insist 
that it need not be. The right combination of public 
transport, high technology and economic policies, 
they say, can solve the problem. 


S ee S P—— — (lüÜ 


Railroad job 


I IS not every day that a cabinet minister rides 
the London Underground to work. But in late 
July, John Prescott, Britain's deputy prime minister, 
hopped on the Circle Line to Westminster to tell 
Parliament of his plans for unclogging traffic. Most 
of his ideas were unexceptionable: more bicycle 
paths, safer routes for children to walk to school, a 
single national telephone number for bus and train 
information. But the heart of Mr Prescott's scheme, 
the measure expected to make the greatest dent in 
traffic, is to let local governments charge fees for 
road usage and parking, so long as they put the 
money into public transport. "What we need to do 
is use cars less and public transport more,” he said. 

Mr Prescott is far from alone in his enthusiasm 
for trains, trams and buses. Athens, currently served 
by a single creaky underground line, is building 
two more. Seattle, which built a monumental 
downtown bus tunnel a few years ago, is designing 
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a $3.9 billion tram and commuter-train system. The 
beams and pillars for four different rapid-transit 
schemes, in various stages of construction, cast 
shadows on the streets of Bangkok. Sheffield, a 
struggling industrial town in the north of England, 
boasts a shiny new tram line. Even Dallas-Fort 
Worth, where 4.7m people sprawl across 23,000 
square kilometres of Texas prairie, recently got its 
first commuter train. All of these projects were pro- 
moted with a similar rationale: better, faster public 
transport will make commuters’ lives easier and 
unclog the roads. 

Turning drivers into public-transport passen- 
gers is not an impossible goal. In a handful of cities, 
notably Vienna, the combination of excellent and 
highly subsidised public transport, high petrol 
taxes, lofty parking fees and strict regulation of on- 
street parking has succeeded in keeping the streets 
uncongested (although the peripheral motorway is 
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One popular way 
to fight traffic is to 
promote public 
transport. Too 
often, it is money 
wasted 
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Prescott had an easy commute 


another story). But these benefits can be elusive. To 
see why, it is worth paying a visit to Toronto. 

Not all that long ago, Canada's largest city was a 
textbook case study for urban planners. The first of 
the city's two subway lines opened in 1954, giving 
residents quick access to the financial and shop- 
ping district near Lake Ontario. In 1967 the prov- 
ince of Ontario started a commuter rail service for 
downtown workers. Rather than surrendering to 
sprawl in the 1970s, Toronto tried to guide the pro- 
cess by promoting "town centres", office-and-shop- 
ping complexes that could be reached by subway 
and bus, not just by car. Since the 1980s, a network 
of pedestrian tunnels has spread beneath down- 
town streets, allowing subway and commuter-train 
riders to reach their offices comfortably even in the 
midst of a Canadian blizzard. 

But, like most of the world's metropolises, To- 
ronto is decentralising rapidly, which is undermin- 
ing its efforts to create a transit-friendly city. Al- 
though the region is enjoying plenty of growth, 
thanks mainly to immigration, much of it is taking 
place far from the city centre. City employment is 
down, suburban employment is up. Probably, 1998 
will be the year in which the population of Toron- 
to's suburbs exceeds that ofthe city itself. Even with- 
in the city limits, big office and housing complexes 
are sprouting miles away from railway and subway 
stations. The city's spine is no longer Yonge Street, 
which stretches north towards the Arctic, but rather 
Highway 401, a 16-lane east-west motorway 10km 
north of the centre, which is bumper-to-bumper by 
6.30am and stays that way well into the evening. 
"On the one hand, people are griping about it,” says 
Doug Floyd, until recently the city's transportation 
commissioner. "On the other, people seem to want 
that single-family detached house with access to an 
automobile." 

The city’s traffic studies track the trend. In 1985, 
1.05m vehicles crossed the city limits each day. A de- 
cade later, the daily count exceeded 1.5m. The num- 
ber of vehicles entering areas closer to the urban 
core, however, has barely grown. Almost all of the 
additional trips are to or from low-density regions 
where public transport is infrequent. Bus, subway 
and tram lines have lost 100m passenger-trips a 
year since 1991. GO Transit, the commuter rail sys- 
tem, has increased its ridership—but 96% of its us- 
ers are headed downtown to Union Station in the 


morning or home from Union Station in the late 
afternoon. “Transit is sort of becoming irrelevant,” 
says Mike Wolczyk, Go's head of marketing. “We do 
a real good job of getting people downtown. But 
most people aren't going downtown.” 

Public transport does have indisputable advan- 
tages. A single bus can carry as many people as 60 
cars. A single train does the work of 1,000 cars. For 
some journeys, public transport can be the fastest 
means of travel. When it is operating near capacity, 
any form of public transport is more energy effi- 
cient, more environmentally friendly and makes 
better use of scarce road space than the private auto- 
mobile. Yet in many cases public transport does lit- 
tle or nothing to relieve congestion. 


Missing the bus 


There are four main reasons for this. First, as in To- 
ronto, public transport is not efficient in serving ar- 
eas with low population or employment densities. 
Low usage means infrequent service, and infre- 
quent service, in turn, deters users. Decentralisation 
is an almost insurmountable challenge for public- 
transport systems. Baltimore, in the American state 
of Maryland, offers a clear example. The city's sole 
heavy rail line stretches 14 miles from Johns Hop- 
kins Medical Centre, a big employer, to Owings 
Mills, a suburb where office parks and shopping 
centres are seemingly springing up everywhere. Yet 
those new developments are scattered over such a 
wide area that they are not within easy walking dis- 
tance of the Owings Mills station. To get there, peo- 
ple need to take first the subway and then the bus. 
No wonder that few of them travel by subway from 
city homes to suburban jobs. 

Second, fixed transport systems, such as rail 
lines, can quickly become obsolescent as travel pat- 
terns change. Mexico city’s rubber-tyred Metro is a 
case in point. Although trains are so full that breath- 
ing can become difficult, usage has declined over 
the past decade even as the system has expanded 
from 119km to 178km. For those who do not mind 
the crowds, the Metro is unbeatable to central des- 
tinations, but it goes nowhere near the booming 
commercial districts of Lomas, Santa Fe and 
Perisur. Passengers to those areas typically use taxis 
or minibuses, which only add to congestion. 

Third, many types of public transport have 
high, and often unrecognised, opportunity costs. 
Flashy rail systems frequently consume resources 
that could serve far more people if devoted to im- 
proving bus travel. Athens, for example, is building 
two new metro lines, 90% financed by the Eu, even 
as bus usage is plummeting. Yet almost no money is 
being spent on creating bus lanes on city streets or 
giving buses priority at traffic signals. Rio de Ja- 
neiro, having struggled to finish a portion of its first 
underground line in the 1980s, nearly had to close 
it down for want of spare parts. In London, the ex- 
tension of the Underground's Jubilee line has con- 
sumed billions of pounds while other parts of the 
Underground and bus services have deteriorated. 

Lastly, public transport is simply not what peo- 
ple would choose for most of their journeys. For the 
majority of trips, bus, rail, tram and underground 
connections are too complicated, too unpleasant or 
too time-consuming. Kuala Lumpur's Light Rail 
Transit line has empty seats even during the rush 
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hour. In America, where a dozen cities have built 
railtransit systems since the late 1970s, total 
ridership in 1995 was no higher than in 1977 (see 
chart 5)—in part, perhaps, because the average 
speed for fully fledged underground lines was less 
than 34km per hour (21 miles per hour), for tram 
lines only 23km per hour. In the Eu, despite huge 
investments, passenger mileage on urban rail sys- 
tems has risen by a scant 9% since 1970. The Dutch 
transport ministry, which wants such systems to 
handle a greater share ofurban travel in the Nether- 
lands, reckons that trips by public transport should 
take no more than one-and-a-half times as long as 
by car. No wonder that people continue to favour 
their cars. 


Private pleasures 

How to make sure that investments in urban trans- 
port are sound? The answer, governments in many 
countries have decided, is to give private firms the 
responsibility for developing, owning and operat- 
ing public transport. If private investors have the 
proper incentives, the reasoning goes, they will 
come up with strategies that will lure motorists 
from their cars. 

No city has embraced that idea more whole- 
heartedly than Bangkok. Public transport in the 
traffic-choked Thai capital consists of an ancient 
fleet of steamy buses, a smaller number of air-con- 
ditioned express buses, and ferries plying the Chao 
Phraya river. The average speed of a Bangkok bus is 
9km per hour. Since only 5% of Bangkok's surface 
area is given over to roads, less than in any other 
major city in the world, converting existing traffic 
lanes into busways is impractical. So the govern- 
ment has turned to "megaprojects" as the only way 
to get traffic moving. First it granted concessions for 
building elevated tollways. Now a rail system is on 
the way. 

Or rather, several rail systems. There is the 6okm 
Bangkok Elevated Road and Train System being 
built by Hopewell, a Hong Kong property com- 
pany. There is Bangkok Transit System's “Skytrain”, 
two privately financed lines totalling 23.5km in 
length, which is supposed to start operating in 
2000. There is the mainly government-funded 
Mass Rapid Transit Blue Line, an underground sys- 
tem which will supposedly be running by 2003. 
There is the Rama III line, a 12.5km elevated tram, 
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Kuala Lumpur’s travellers mind the gap 


supposed to open in 2001 to serve a new financial 
district to be developed south of the city centre.And 
if these ever get finished, the government has plans 
for a dozen other rapid-transit projects in the city, 
all to be built with private capital. 

Many of these dream schemes are unlikely to be 
completed in the near future. Construction on the 
Hopewell project, the financial feasibility of which 
was contested from the start, has all but ceased. The 
Rama III line may yet be delayed by the negligible 
demand for new offices in the vast area that has 
been designated to become the “Wall Street of 
Bangkok". Pillars, stations and excavations for pub- 
lic-transport projects can be seen all over Bangkok, 
but completion dates are purely notional; as a re- 
port for the Office of the Commission for the Man- 
agement of Land Traffic noted last year, “Sponsors 
in the past have changed project schedules to fit 
progress when the programme fell behind original 
expectations.” 

The usage estimates for all these projects are sus- 
piciously high. The Skytrain, for example, is forecast 
to capture 40% of peak-hour commuters in its two 
corridors. If that happens, Bangkok’s urban land- 
scape is likely to be reshaped as new office and 
shopping complexes cluster around stations. The 
government also hopes to build new secondary 
streets through the huge streetless “superblocks” 
that now characterise the city, allowing denser 
housing development close to stations, Somjai 
Nillasithanukroh, transport adviser to the governor 
of Bangkok, says that such changes, coming at a 
time when a depressed economy has brought the 
growth of car sales to a halt, offer hope of relieving 
the city's traffic problems soon. 

But that is no sure bet. Bangkok is building mul- 
tiple systems, not one; it is not clear yet whether pas- 
sengers will be able to transfer from one to another, 
or ride them all with a single ticket. Because of fi- 
nancing difficulties, many of the proposed lines 
may never be built. And those that are eventually 
built may be too expensive for many potential cus- 
tomers. “It is impossible that we would allow ser- 
vices to be subsidised,” says Ruengsak Suthaka- 
vatin, the influential head of the National 
Economic and Social Development Board. Without 


subsidies, and with investors in the public-trans- - 1 


port projects demanding a return on their money, 
the average rail trip is likely to cost 25-30 baht 
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Vehicles, roads and 
transport agencies 
are becoming 
smarter. But that 
may not shorten 
your commute 





In the driving seat 


($0.60-0.75), about one-third more than the fare on 
an air-conditioned bus and eight times that on a 
regular bus. For an unskilled worker earning less 
than 200 baht a day, that may be beyond reach. 
Rapid transit will thus cater for the middle class, 
not for Bangkok's poor. "We are competing with the 
people who are able to use private vehicles," admits 
Kumropluk Suraswadi, the urban planner who 
oversees the transit projects. He says that within the 


government, there is quiet discussion of economic 
measures to make driving more expensive. But 
Thailand, which has a history of fractious coalition 
governments, may not be able to put contentious 
fuel-tax increases and congestion charges into prac- 
tice. Without such measures, middle-class parents 
may be unwilling to abandon their habit of driving 
the kids to school and themselves to the office, re- 
gardless of how long it takes. 





High-tech traffic 


ROM the 73rd floor of the Columbia Tower, the 

view is panoramic. To the south-east is the 
snowy massif of Mount Rainier. To the west, across 
the blue waters of Puget Sound, lie the low ridges of 
the Olympic Mountains. And in every direction 
along the freeways that radiate north, south and 
east from central Seattle, traffic creeps along at a 
snail's pace. By Seattle standards, report Metro Traf- 
fic's radio announcers from their glass-enclosed ey- 
rie, it's not a bad evening rush hour. “1-5 south- 
bound is absolutely rock solid from Northgate all 
the way through downtown to the 1-90 exit,” a 
woman using the name of Dana Sage tells listeners 
to à country-music station's “Armadillo Traffic’. “1- 
90 is slow headed east from an earlier incident. In- 
bound 520 is also a mess." 

This is roughly how motorists everywhere try to 
keep tabs on traffic. It's better than nothing; if mis- 
ery loves company, the update every ten minutes 
reminds frustrated drivers just how much com- 
pany they have. As for relieving congestion on ur- 
ban roadways, on the other hand, the radio report 
leaves a great deal to be desired. By the time they 
hear it, most listeners are already in the driving seat, 
headed into the fray. The reports, compressed into 
30 or 45 seconds, advise on blockages of important 
motorways, but rarely have time to mention hold- 
ups on lesser roads or to run through the merits of 
alternative routes. And the information, of neces- 
sity, is broad-brush and general. If you are leaving 
the Boeing materials-handling building right now 





and want to know which is the quickest road to 
your son's football game in Kirkland, the radio can- 
not tell you. If there were a way for you to find out, 
might it help traffic flow more smoothly? 

That question is now engrossing transport plan- 
ners around the world. Under high-tech-sounding 
headings—"intelligent transportation systems" in 
America, "telematics" in Europe—hundreds of sep- 
arate projects are under way to apply advanced 
computing and telecommunications to the worka- 
day task of getting around town. The attractions are 
obvious: computing is environmentally friendly 
and, compared with road-building, dirt cheap. The 
total being invested in all of America's intelligent 
transport programmes would barely finance a few 
miles ofurban motorway. What is less certain, from 
the limited experience to date, is whether advanced 
technology will reduce delays or just encourage 
more traffic. 

Seattle has embraced intelligent transport sys- 
tems with a passion. Living amid such technology- 
based companies as Boeing, Microsoft, Nintendo of 
America and amazon.com, the 3.1m people of the 
Puget Sound region are as computer-literate as they 
come. Officials estimate that more than two-thirds 
of them have computers, and 41% have mobile 
phones. They are also environmentally conscious, 
for Seattle's stunning physical setting has long at- 
tracted outdoor types who start work early to leave 
time fora late-afternoon sail on the Sound or a ram- 
ble in the Cascade mountains. Yet most of these 
greenish techies drive everywhere—to work, to shop 
and to play. Despite an excellent bus system and a 
healthy downtown business centre, the city's recent 
sprawl has made it impossible for most people to 
get around any other way. The afternoon rush hour 
lasts from 3.30 to 6.30 and is getting longer; on Fri- 
days, as people head for the mountains, traffic starts 
building up before noon. 

You can watch it happen—literally. The Wash- 
ington Department of Transportation's website 
(http://www.wsdot.wa.gov/regions/northwest/nw- 
flow) offers an up-to-date map of motorway 
hotspots, each segment coloured according to the 
speed of the traffic flow. For greater detail, three 
more clicks bring you a live picture of westbound 
traffic on the Tacoma Narrows bridge or of the 
climb to Snoqualmie Pass. 

The value of this information lies in a basic 
characteristic of congestion: that the presence of a 
few extra vehicles can suddenly lead to hugely 
greater delays. Some 60% of workers in King county 
have Internet access at their workplace. If just a few 
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of them check the Web and advance or postpone 
their drives home based on current traffic flows, the 
thinking goes, it may be possible to keep the free- 
ways from becoming overloaded. The idea seems to 
have taken off. The Department of Transportation 
says its map is viewed 300,000 times a day on the 
Internet. Some of the computerless will soon be 
able to watch it on cable Tv. 

For all its novelty, though, “Traffic Tv” involves 
old thinking. The latest idea in telematics offers 
something more: customised travel information 
where you want it. Say on a palmtop computer, for 
which Fastline, a Californian software company, 
plans to offer real-time information on traffic, 
weather and mass transit based on your particular 
starting point and destination, delivered via radio 
or cellular modem. Or on a mobile phone/pager, 
where Metro Networks, the company that owns 
Metro Traffic, and Etak, a digital-map company 
owned by Sony, are teaming up to post a 16-word 
message whenever the users normal travel route 
has delays. Or on the Clairon AutoPc, a voice-acti- 
vated computer built into a car dashboard, for 
which Cue Systems plans to provide real-time traf- 
fic information over FM radio, starting this au- 
tumn. Or even on your wrist. If Seattlites buy Seiko's 
pager-watch, they can input information about 
their regular commutes or one-off trips into Seiko's 
website and receive emergency messages such as 
*H5 Lis HY 18" (translation: delay on Highway 5, 
lane one southbound, at Highway 18) to help them 
adjust their plans. 

All of these are meant to be profit-making ser- 
vices. Importantly, they are also meant to be com- 
patible with similar efforts in other cities, so a Seat- 
tle resident can use his palmtop to navigate around 
a traffic jam in San Francisco. They will sell for 
about $5 a month, a price based largely on the 
amount that people in focus groups say they might 
be willing to pay for information customised to 
their individual needs. No one knows, though, 
whether consumers will actually open up their wal- 
lets. “We're looking at five or ten years before most 
of these become profitable, self-sustaining busi- 
nesses,” says Larry Sweeney, an executive with Etak. 


Eliminating the guesswork 
Intelligent transport systems also have a not-for- 
profit side. In Seattle, that means such things as 
websites that let commuters see exactly where their 
bus has got to before heading out into the rain; that 
show the length of dockside queues at car-ferry ter- 
minals; that reveal which border crossing currently 
offers the fastest way into Canada. The bus operator 
is attaching global positioning devices to its vehi- 
cles and installing airport-style screens at busy pick- 
up points, showing which buses are due next and 
exactly when they will arrive. Local street depart- 
ments are linking up their traffic signals, so lights 
stay green longer on streets with heavy traffic flows. 
Some 2,200 sensors in the roads, combined with 
weather sensors at the roadside, advise traffic con- 
trollers when to change the variable speed-limit 
signs on Interstate 90 and to adjust the metered 
lights that allow vehicles to enter the freeways. 
Seattle is unusual in trying to tie so many pieces 
together, but many of the components are already 
in use elsewhere. Huge electronic maps alongside 
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Transport fashions 


Tokyo's tollways show which routes have tail-backs. 
Signs with real-time parking information guide 
motorists in Frankfurt, telling them that the Alte 
Oper has 117 free spaces and the Rómer 52. A 
website in San Diego (http://www.scubed.com/cal- 
trans/sd/summary.html) gives the current speed of 
northbound traffic at eight locations on Highway 
805. Turin is testing a system that turns traffic lights 
green for heavily loaded buses, but not for empty 
ones. On Toronto's Highway 401, sensors buried in 
the roadway detect when traffic is slowing, and 83 
video cameras let controllers see the problem; 
among other things, the system has cut the average 
time required to clear minor accidents from 45 
minutes a decade ago to just 20 minutes today. 
Even Bangkok is trying to link signals electroni- 
cally, so that the lengths of green and red cycles ad- 
just automatically to changes in traffic. 

These sorts of whizz-bang ideas are enormously 
popular. Give those for-profit engineers and trans- 
port consultants credit for smart marketing: who 
could possibly oppose making transport systems 
more "intelligent"? For shippers and hauliers, ideas 
such as the Ev's Chauffeur Project, which is trying to 
find a way for a single lorry driver to control two 
vehicles travelling in convoy, would save serious 
money. For bus companies and their passengers, 
there is the prospect of service that actually runs on 
schedule, allowing more efficient use of vehicles. 
And for car drivers, telematics seems to offer the 
proverbial free lunch, allowing faster travel without 
requiring individuals to change their beháviour. 

This hope is decidedly optimistic. "A single 
measure will not bring forth the required benefit," 
says Fotis Karamitsos, head of telematics pro- 
grammes at the EU transport directorate. Technol- 
ogy gives policymakers more options, he empha- 
sises, but it does not necessarily change driving 
patterns. It will reduce congestion only if combined 
with other approaches, such as road-user charges, to 
encourage people to leave their cars at home or to 
drive at off-peak hours. 

The technology that makes this possible is al- 
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ready in use in Toronto. Privately-run Route 407, 
which opened last year, is the world's first all-elec- 
tronic toll road, charging C$0.10 ($0.07) per kilo- 
metre in the rush hour, less at other times. Regular 
users of the 69km motorway can purchase elec- 
tronic transponders to meter their driving, a system 
now in use on many toll roads elsewhere. Uniquely, 
however, Route 407 also welcomes cars without 


it has been for decades. Away from the centre of Se- 
attle, free parking is ubiquitous. 

And while driving remains cheap, the region 
continues to sprawl. Although the state and local 
governments have agreed in principle to keep 
development within an “urban growth boundary” 
and to strengthen designated “urban centres” 
rather than allowing new ones, jobs and housing 


F transponders without requiring them to queue ata just keep moving further away from central Seattle. 
E manned toll booth. Devices on gantries at entry The average commuting distance has risen to 17km 
points pick out the cars without transponders and — (10.6 miles), from 12km (7.5 miles) in 1960, and all 
- activate a high-resolution camera to photograph signs are that in future more and more people will 
b their licence plates; the owners get a bill in the post. be putting more and more mileage on their cars. 
i Seattle, however, has firmly rejected putting a “We have so much latent demand that if you create 
x price on driving. A proposal to levy tolls on all free-  aspaceon the freeway it's filled instantly," says Pete 
| ways in a three-county area was blocked bythestate — Briglia, an official with the state transport depart- 
i legislature several years ago. The crowded bridges ment. Telematics may help push more vehicles 
o across Lake Washington are free. The cost of petrol, through the system, but it will not make the conges- 
f about 30 cents per litre, is lower, in real terms, than tion go away. 

b 

L h 

1 Where economics stops short 

? 

E Charging drivers T 8.30 on a weekday morning, the traffic creeps For all its remarkable reputation, the govern- 
3 for the congestion along Scotts Road. Cars, taxis, buses queue pa- ment has not been uniformly successful with its 


tiently at each traffic light and then ease forward a 


anti-congestion policies. Initially, in 1972, it tried to 


they cause, which few metres, only to stop again. In front of the hotels, limit traffic by making cars more expensive. It 
this newspaper has besuited businessmen, already sweating in the raised the vehicle import duty from 30% to 45%, 
often advocated, is tropical heat, wait for empty cabs that are nowhere and hit car-buyers with an additional registration 
not as simple asit tO be found. The scene has none ofthe urban chaos — fee equal to 25% of the car's market value. The results 


sounds 





of Sao Paulo or even San Francisco; in Singapore, 
drivers dare not sound their horns, and no vendors 
dart among the cars. But let it be noted: Singapore, 
without doubt, has traffic jams. 

That will not surprise Singaporeans, but for city 
planners and transport economists it should be a 
mite unsettling. More than any other city, Singa- 
pore has put economic thinking to use in order to 
control congestion. An array of measures has made 
it costly to buy a car, own a car, drive a car, park a car 
and take a car into central Singapore. At the same 
time, the government has invested heavily in pub- 
lic transport and, yes, in roadbuilding. All of this 
has turned the tiny island-state into a laboratory for 
testing economic approaches to traffic manage- 
ment. Its ideas are being emulated, in different 
ways, in places as diverse as Stockholm, Edinburgh 
and San Diego. America’s Department of Transpor- 
tation endorses “congestion pricing”, and so do au- 
thorities across Europe. But if there is one thing Sin- 
gapore’s experiments have proved, it is that 
economics is no panacea for traffic problems. 

More than most governments, Singapore's has 
sought to make the case against congestion in eco- 
nomic terms. There is no attempt physically to re- 
strict the use of cars anywhere on the island. Nor, 
unlike in much of Europe, is there a chorus of pub- 
lic officials and environmental activists who de- 
plore driving as an anti-social activity. “I've got 
nothing against cars,” says Mah Bow Tan, the minis- 
ter responsible for transport. “It’s perfectly okay to 
dream about having a car.” The issue, Singaporeans 
are constantly told, is not that driving is bad, but 
that driving creates social costs. So long as motorists 
pay the full social cost of their driving, says Mr Mah, 
they can drive as much as they want. 


were not encouraging. Traffic moved no faster, but 
the higher price of new cars meant that drivers held 
on to their old bangers instead of replacing them. 

The first direct vehicle-control scheme came in 
1975, when drivers were required to buy a licence to 
enter the central area during the morning rush. The 
charge for a car with fewer than four people in it 
was set at $$3 ($1.70) a day, the same as a day's park- 
ing at the time, in effect doubling the cost of driving 
into town. The additional registration fee went up 
from 25% to 55% of the value ofa new car, but buyers 
were given a break if they scrapped their old cars. 
Moreover, the annual road tax was doubled, and 
extra fees were imposed on company cars. Unof- 
ficially, the government agreed to tolerate a car- 
dealers' cartel to ensure that car prices stayed high. 
At the same time it committed itself to building 
new expressways and underground lines. 

These are the basic policies, modified over two 
decades, that have earned Singapore such renown 
as one of the few cities to defeat congestion. Be- 
tween 1975 and 1991, the speed of traffic in central 
Singapore during morning peak hours nearly dou- 
bled, to 36km per hour, as traffic declined by 45%. 

The full story, however, is more complex. What 
was defeated was not congestion in general, but 
congestion in a tiny geographic area between 7.30 
and 9.30am. Just outside the controlled zone, on 
streets such as Scotts Road, traffic jams worsened as 
drivers sought routes they could use without pay- 
ing. On roads into the centre, the drop in peak-hour 
traffic was matched by a big increase just before 
7.30 and after 9.30. 

The new policies also imposed some other costs. 
One was borne by people who had previously used 
the bus, and whose trips now took longer as former 
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car commuters clambered aboard to avoid the con- 
gestion charge. A second was paid by all Singapor- 
eans. Several economic studies showed that be- 
cause the licensing fee was so high, city-centre 
streets were in fact underused at rush hour, allow- 
ing a valuable resource—road space—to go to waste. 
The inefficiency of too much traffic had been re- 
placed by the inefficiency of too little. 

Singapore's market-based policies also incurred 
yet another, quite unintended, social cost. The tax 
break for scrapping a used car had been set as a per- 
centage of the price of the new one replacing it. As- 
tute Singaporeans quickly spotted an arbitrage 
opportunity: they could buy a cheap and highly 
polluting import, such as a Russian-made Lada, 
drive it for a year or two, scrap it when purchasing a 
Mercedes, and receive a tax rebate that more than 
paid for the Lada. The country's car fleet became less 
safe, and less clean, than it would have been with- 
out all the tax measures. 


Try, try again 

Undeterred, the government kept on tinkering. 
Road taxes and car-park fees at public-housing es- 
tates, where most Singaporeans live, were raised in 
1988. Petrol taxes were hiked as well, and from June 
1989 licences were introduced for driving into the 
central area during the evening rush as well as in 
the morning. In 1990 a quota for new cars was es- 
tablished. The government would decide how 
many vehicles the country should have, and issue 
only enough ownership certificates to keep the ve- 
hicle fleet at the desired size. A motorist who 
wanted to buy a new car would have to bid for a ten- 
year certificate at a monthly auction. 

The quotas quickly became the country's most 
sensitive political issue. At first, car dealers bought 
up the certificates at auction, prompting public 
complaints that they were trying to corner the 
quota market And why, Singaporeans asked, 
should people have to pay so much for cars that 
might be used only at times when the roads were 
not congested? The government cracked down on 
the resale of certificates, and offered big discounts 
on taxes and import duties if a car buyer agreed to 
drive only in the evenings and at weekends. 

Again, the market outsmarted the technocrats. 
Instead of speculating in certificates directly, car 
dealers began using proxies who would bid for a 
certificate at auction, use it to buy a car and in- 
stantly resell both, at a mark-up, to a retail buyer. 
And the ^weekend-car scheme", instead of helping 
average families, gave windfalls to buyers of luxury 
vehicles who discovered that it was cheaper to buy à 
tax-favoured weekend car and pay penalties for 
driving it during the working week than to bid for a 
regular certificate of ownership. 

This year the government has taken its anti-con- 
gestion measures to a level more advanced than 
anywhere else in the world. Every car in Singapore 
now has a small transponder installed just behind 
the windscreen, designed to hold the driver's pre- 
paid cash card. Since April, motorists using the East 
Coast Parkway in the morning rush are debited 
with a toll as they pass beneath electronic gantries: 
S$2 between 8am and 9am and S$1 just before and 
after the peak period. The rest of the day is free. A 
similar scheme took effect in the central business 
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district on September 1st, replacing monthly li- 
cences with tolls that can vary by day and time. Ac- 
cording to A.P.G. Menon, head of the Land Trans- 
port Authority, which oversees the programme, the 
tolls have been set to produce average speeds on 
downtown streets of around sokm per hour. 

And what has all this accomplished? Traffic 
moves freely on the motorways and in the city cen- 
tre. About 60% of trips to work are made on public 
transport, many of them on two underground lines 
planned with immense care to make sure they keep 
running come what may. Even the potential for de- 
lays caused by patrons leaping in front of trains has 
been obviated by glass walls along the platform 
edges. Lorries serving the island's industrial zones 
can make pick-ups and deliveries without delay, 
keeping costs down. Because no one can own a car 
without having a place to park it, Singapore, almost 
alone among big Asian cities, is not totally choked 
by cars. By these criteria, market-based anti-conges- 


SINGAPORE ELECTRONIC ROAD PRICING 
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You are being charged 


tion policies have been a roaring success. 

Yet they still have unintended side-effects. For 
example, they waste energy. Why? Once a would-be 
motorist has paid out a small fortune for a certifi- 
cate of entitlement, the extra cost of buying a luxury 
car rather than a compact hardly matters, so Singa- 
poreans have developed a taste for big Mercedes 
limousines. And they drive everywhere: on an is- 
land that measures barely 35km east to west and 
20km north to south, the average car, using some of 
the world’s most expensive petrol, clocks up 
20,000km a year—much the same as in America. 
The reason is not far to seek. “You have paid so 
much. If you don’t use it, your average cost per trip 
goes up,” says Phang Sock-Yong, an economist at the 
National University of Singapore, who worked out 
last year that a Mercedes £200, valued at about 
$35,000 before fees and taxes, would cost a Singa- 
porean buyer a whopping $180,000. 

In other words, the relationship between the 
fixed cost of keeping a car and the marginal cost ofa 
few miles' drive is out of whack. This blunts the ef- 
fectiveness of congestion pricing. Anthony Chin, a 
dean at the National University, surveyed 200 driv- 
ers after the government imposed time-of-day pric- 
ing on the expressways earlier this year, and found 
that very few had changed their behaviour. What 
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Experts think of 
congestion as n 
symptom of 
market failure. 
Perhaps they are 
wrong 


the government needs to do, he suggests, is to lower 
the fixed cost of ownership, so that the marginal 
cost—the tab for fuel, parking and congestion 
charges each time the car is driven—weighs more 
heavily in drivers’ minds. 

But this the government cannot:do. Hundreds 
of thousands of people have bought cars with bank 
laans secured by the vehicles. Anything that would 
cut the price of new cars, such as slashing import 
duties or reducing the additional fegistration fee, 
would lower the value of used cars and might make 
owners default on their loans. Besides, as Mr Chin 
points out, the various taxes on motoring account 
for nearly a quarter of total government revenue 
(see chart 6). Making car ownership cheaper might 
be economically more efficient, but the options no 
longer open. Taxing the car, originally a virtue, has 
become an addiction. 


Auto addiction 


Share of Singap 's tax recelpts 
Son motor Cei der, A 
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Source: Anthony T.H. Chin *Financial years beginning April 





California dreamin' 


OUTHERN CALIFORNIA, it is widely acknowl- 

edged, is the birthplace of modern society, a so- 
ciety organised around the car. So perhaps it is ap- 
propriate that southern California, which has 
America's most congested roads and more vehicles 
per person than anywhere else on the globe, has 
suddenly becomé the great hope of those who 
would tame the car. The object of their attentions is 
Interstate Highway 15, a heavily used north-south 
motorway. For four hours in the morning and five 
in the afternoon, on a 13km stretch of 1-15 in San 
Diego, the world's first, and so far only, experiment 
in dynamic road pricing can be seen in action. 
Most of the lanes are free, and move very slowly. 
Drivers who want a quicker trip carruse special toll 
lanes. But before they do, they had better check the 
price. The toll on a normal day may be anywhere 
between 50 cents and $4. It can be adjusted every six 
minutes by 50 cents, up or down, to-ensure a 
smooth flow of traffic; a car already in-the lane 
when the toll is changed pays the-lower rate for its 
entire passage. If the traffic gets unusually heavy, the 
charge may go up to as much as $8 for a single trip. 

This is true congestion pricing, with tolls set ac- 
cording to actual demand for road space. It is the 
stuff of economists' dreams. Or is it? 1-15 is but a 
single highway, not a network of roads. For'all the 


precision of its pricing mechanism, the vehicles. 


which flow freelydown its toll lanes move on to San 
Diego's other motorways or city streets, and there 


add to queues that are probably longer than they: 


would be without the extra traffic induced by the 
toll lanes. Even motorists who have paid $4 to 
speed down 1-15 impose congestion costs on othets. 

Nor is that all they do. Congestion is only one of 
several external social costs attributable to motor- 
ing, and.not even the most important one. A.study 
by the European Conference of Ministers of Trans- 
port, released last spring, highlights four different 
sorts of social costs arising from road transport: in- 
jury and death caused by accidents; environmental 
harm; infrastructure costs (ie, damage to roads); 
and congestion. The external cost that a petrol- 
powered car imposes on society in Europe, says the 


study, is about $0.12 for each kilometre travelled. 
The human cost of accidents accounts for more 
than half of that. Congestion, by contrast, does not 
figure in the calculation at all because it “occurs in 
relatively few locations and at specific times" and 
because most of the "external" costs of congestion 
gre not truly external at all, but are borne by others 
who choose to drive on congested roads. 

A pricing system to make the individual motor- 


‘ist, rather than society, bear all of the marginal costs 


of motorised travel—a most desirable goal in prin- 
ciple—must deal with all of these costs, not just con- 
gestion. That is not so easily done. A tiny Peugeot 
driven into Paris in the morning rush hour may 
make the same contribution to congestion as a 
Chevrolet Suburban, but a different contribution to 
noise or air pollution. If that little Peugeot is being 
driven on a minor road, it may actually be causing 
more infrastructure damage than the far heavier 
Suburban travelling on the nearby motorway. Forc- 
ing drivers to internalise these costs in full requires 


-motone marginal price, but thousands. 


The way to accomplish this, according to the 
transport ministers, is to set up a satellite-based sys- 
tem to track the movements of every single vehicle. 
Each owner could then be billed according to the 
distance driven on different types of roads, the type 
of vehicle and the amount of congestion at the vari- 
ous times and places of travel. Big Brother would 
always be watching, providing the information for 
a pricing system that ^would come very close to be- 
ing the perfect policy instrument." This perfect pol- 
icy instrument, alas, is a chimera, a make-work pro- 
ject for technologists and economists who, in their 
hubris, believe that perfection requires only a bit 
more tinkering. 

Assume for a moment that such a vast data-col- 
lection system could be created, and that the public 
would accept the massive intrusion into personal 
privacy that it would entail. Even then, such a 
method of road pricing would still not make mo- 
torists internalise all ofthe costs that they now force 
on to society. A system that truly charged each indi- 
vidual vehicle according to its marginal social cost 
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would have to differentiate be- 
tween each vehicle's emissions of 
nitrogen oxide, carbon dioxide 
and noise; each drivers habits 
(which play a part in the imposi- 
tion of death or injury on others); 
each vehicle's loading; and so on. It 
would be so complex that no mo- 
torist would know which route 
would allow him to make his trip 
at the lowest marginal cost. Yet 
without clear price signals, the 
driver could not make efficient de- 
cisions, and the benefit of charging 
for road use would be lost. 


Step on the brake 


Suppose that all such difficulties 
could magically be overcome, so 
that the driver of the average pet- 
rol-powered car would have to pay 
the equivalent of $0.12 for each 
kilometre travelled, plus a bit more 
for causing congestion. Would that 
help unclog the roads? Nobody 
really knows because, save for the 
leap in petrol prices during the 19705 oil crises, 
there is little basis for estimating to what extent 
higher marginal costs reduce driving. 

One of the few studies to seek an answer, com- 
pleted in 1996 at Britain's Leeds University, found 
that drivers are more cost-conscious than had com- 
monly been thought. Even so, it concluded that the 
trend towards more travel by car is so strong that 
just keeping road traffic in British cities to its cur- 
rent level would require petrol prices to be tripled, 
to about £1.80 per litre (roughly $12 per us gallon). 
Assuming that the average British car does 12km per 
litre of petrol (roughly 30 miles per us gallon), tre- 
bling the price would add 10 pence to the cost of 
driving one kilometre (or about 27 cents to the cost 
of driving one mile). And yet, if the study is correct, 
such a huge increase would not begin to reduce ur- 
ban Britain's traffic problems; it would merely keep 
them from getting worse. 

This, of course, is merely a thought exercise. Fuel 
taxes are an economically inefficient way to deal 
with congestion, because they must be paid by mo- 
torists on empty rural roads as well as by those who 
are contributing to jams on busy motorways. Direct 
charges for the use of congested roads would be far 
superior. But the Leeds study does suggest that to 
have much of an impact on traffic, congestion 
charges would have to be quite substantial. If 
charges are too low, “as you price some traffic out, 
other traffic will be attracted by lower journey 
times," says Anthony Fowkes, one of the authors. 

Because road systems are complex, and because 
the behaviour of individual drivers is largely unpre- 
dictable, the overall impact of a particular pricing 
scheme is anyone's guess. For example, when Oslo 
set up a “toll ring" in 1991, charging 12 krone ($1.50) 
for a car to enter the city centre, it expected traffic to 
be deterred. Instead, the volume of city-centre traf- 
fic has increased every year since. Would greater re- 
liance on toll motorways, a measure mooted in Brit- 
ain and North America, lead to less motoring? 
Perhaps, but it might equally well divert traffic on 
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to trunk roads where it would do far more environ- 
mental damage. Would imposing a charge to enter 
Holland's highly urbanised Randstad—which the 
Dutch government is considering—cause fewer ve- 
hicles to come in? It might succeed, but it might also 
induce businesses to set up in areas where road us- 
age is free, perversely spreading congestion to 
places where it is not a serious problem now. 

The impact of charges will depend not just on 
the amount, but also on the method by which they 
are raised. The one finding which repeated behav- 
ioural studies confirm is that individuals respond 
much more strongly to costs that confront them di- 
rect than to hidden charges. This is why Singapore, 
which wants motorists to be aware of the social cost 
of their driving, has deliberately designed a device 
that lights up with the amount being deducted 
from the driver's pre-paid card each time the vehi- 
cle passes an electronic toll gantry. The continent- 
wide satellite pricing system of the Eu’s dreams, on 
the other hand, might have far less effect on drivers’ 
behaviour than the experts imagine, because the fi- 
nancial consequences of having driven in a par- 
ticular place at a particular time would not become 
known until the arrival of the monthly bill—by 
which time the circumstances might well have been 
forgotten. 

There is no doubt that some combination of 
charges, physical restrictions on car access, im- 
proved traffic information and enhanced public 
transport will reduce the volume of traffic. But the 
benefits of doing this must be weighed against the 
economic costs. The most significant of these is that 
all over the globe, people show by their actions and 
their choices that they cherish the opportunity to 
drive. Restricting that opportunity amounts to à 
real reduction in their well-being. Charging them 
roughly the marginal social cost of their motoring 
habits is fair enough, assuming that it can be done. 
But deterring congestion will in many cases require 
charging more than the marginal social cost of mo- 
toring, and this will impose economic loss on soci- 
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ety instead of stemming it. That suggests, at the very 
least, that congestion pricing should be applied ju- 
diciously to resolve specific acute problems, rather 
than as part of a broader effort to curb traffic. 

Paul Barter of the Sustainable Transport Action 
Network, in Kuala Lumpur, points out that in Asia 
only a handful of large cities, such as Tokyo, Singa- 
pore, Hong Kong and (at least until a couple of years 
ago) Seoul, have succeeded in containing conges- 
tion. All of them, he says, have one thing in com- 
mon: they started strongly to discourage vehicle 
ownership before it became widespread. Bangkok 
has missed the boat, but cities where car ownership 
is still low, such as Indonesia’s Surabaya and Ma- 
laysia’s Penang, may be able to avoid becoming 
Bangkoks, Mr Barter suggests, adding: “The cities 
that have been most successful seem to have taken a 
strategic approach, taking a decision about what 
kind of city they want to be.” 

This is a point worth pondering, because it lies 
at the heart of the debate about how to deal with 
traffic. All the talk about the social cost of traffic con- 
gestion is a canard. Except in a relatively small 
number of specific places at specific times, the so- 
cial cost of congestion is small. The environmental 
costs are real enough. But what is threatened by un- 
controlled vehicle usage is not prosperity so much 
as lifestyle. “This is big stuff,” says Paul Hodson, an 
EU transport expert involved in congestion-pricing 
experiments. “This isn’t at the margin. We want our 
cities to be different in quite fundamental ways, we 
want them to stop leaking activity to the country- 
side, we want them to be better places to live in.” 

“Better”, however, is a value judgment, not a 
variable that can be determined with precision. 
Most people in most societies would agree that a 
city where the air is healthy to breathe is better than 
one where it is not, and that a home in a quiet area 
is better than one beside a busy road. But it is also 
clear from people's behaviour that for most of them 
a good place to live is one where they can drive the 
kids to school, carry on to work and then pick up a 
few groceries at the supermarket on the way home. 
If they run into a traffic jam along the way, it is a 
nuisance, but not enough of one to make them 
choose schools that the kids can walk to or a home 





| Another day at the office 


convenient for the shops. 

A city where people move about in buses rather 
than in cars, where employment is concentrated in 
the centre and where shopping is done in the 
nearby high street rather than the more distant 
hypermarket may be a planner's definition of “bet- 
ter", but it is not the general public's. Those who 
yearn for a relatively car-free lifestyle should surely 
be able to have it. Indeed, even in America, they can. 
But imposing such a lifestyle to avoid the harm al- 
legedly caused by congestion is social planning of a 
highly intrusive sort. Most people are not affected 
by congestion, and for most of those who are, it is 
not a problem that causes them much worry. It is 
just another minor annoyance of modern life. 


Look on the bright side 


It is possible that traffic congestion will keep on get- 
ting worse so that road rage, missed appointments 
and late deliveries become the norm. But there is an 
equally plausible alternative scenario. The latest 
study of commuting by America’s transportation 
department suggests that some of the forces that 
made for the “great commuting surge” of the 1970s 
and 1980s—growth in the population, in the labour 
force and in the proportion of women who work— 
are largely spent. Telecommuting may help, too. In 
Japan, a group of economists, Hitoshi Mitomo, 
Toshiya Jitsuzumi and Koshiro Ota, estimated last 
year that in 20 years from now 15-28% of the work- 
force will be telecommuting. It is conceivable that 
congestion, at least in wealthier countries, will not 
get a great deal worse, even if it does not get better. 

If you are of an optimistic bent, you might pon- 
der a third possibility. At Visteon, Ford’s compo- 
nents division in Dearborn, Michigan, the dash- 
board of a mock-up car features a tiny screen 
surrounded by buttons. Say “Internet stock prices”, 
and the voice-activated computer will tell you the 
closing price of every share in your personal portfo- 
lio. Say “Read e-mail”, and a synthetic voice will 
read out the text of every message you have received 
since leaving the office. Say “Call Jane Smith” and, 
as you drive, the cellular modem will ring her so 
that, via your stereo speakers and microphone, you 
can finish up that marketing plan you were discuss- 
ing after lunch. If the kids are in the 
back seat, the same device will al- 
low each to watch a separate video 
on a seat-back screen, listening to 
the sound-track on headphones so 
that they do not disturb their 
parents. 

Far-fetched? United Technol- 
ogies, Visteon, General Motors’ 
Delphi electronics division and 
several other manufacturers are 
now developing such gadgets. 
When they are available in about 
2001, they will turn the car into a 
mobile multimedia centre. Traffic 
jams may simply become an 
opportunity for the grown-ups to 
finish the work they did not get 
through at the office—and for the 
children to see the end of the film 
that ran beyond their bedtime. 
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Pas de deux 


BELFAST 


Another momentous week in Northem Ireland has witnessed an elaborate 
dance between Gerry Adams and David Trimble 


jj Din people of Northern Ireland may 
have plenty to complain about—terror- 
ist violence, sectarian hatred and bad 
weather. But the one thing they cannot 
complain about is being ignored. With Rus- 
sia on the brink of collapse and the world 
economy in jeopardy, America's president 
still found time to visit the tiny province on 
his way home from Moscow. Indeed, Bill 
Clinton was probably keener on his stop in 
Belfast than his visit to Russia. At least he 
could advertise a policy success and claim 
that his presence made a difference. 

Before Mr Clinton's arrival on Septem- 
ber 3rd, Northern Ireland's political lead- 
ers made this claim more plausible with a 
flurry of gestures to their opponents. Gerry 
Adams, president ofSinn Fein, the political 
wing of the IRA, declared that violence 
*must be for all of us now a thing of the 
past, over, done with and gone". The words 
were a deliberate echo of a phrase used by 
Tony Blair in May. Mr Adams did not em- 
ploy the exact words demanded by union- 
ists—“the war is over"—but the British and 
Irish governments thought that his phras- 
ing amounted to much the same thing. Da- 
vid Trimble, leader of the Ulster Unionists, 
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was more cautious, arguing that “carefully 
crafted words alone are not enough”, but he 
too welcomed the statement. 

Mr Trimble responded with a gesture of 
his own. As Northern Ireland’s new “First 
Minister”, he indicated that on September 
7th he would hold a meeting of the leaders 
of the parties in the province’s new assem- 
bly to discuss the way forward. This would 
produce the first direct contact between Mr 
Adams and Mr Trimble, who has previ- 
ously refused to meet Sinn Fein leaders. Mr 
Trimble’s move fell short of the one-on-one 
meeting and public handshake that Sinn 
Fein had demanded. Still, like Mr Adams's 
statement, it was a conciliatory act. 

Almost at once, back came Mr Adams. 
He announced that Martin McGuinness, 
his deputy, would act as an intermediary 
between the IRA and the committee set up 
to oversee the decommissioning of weap- 
ons. The disposal of rRA weapons has long 
been the unionists' key demand. 

However, the 1RA (like most loyalist 
paramilitary groups) has adamantly re- 
fused to consider decommissioning, equat- 
ing it with surrender and an admission 
that it, rather than unionist and British re- 


pression, was solely responsible for Ulster's 
conflict. Mr McGuinness's appointment, 
although it commits Sinn Fein to nothing 
more than talk, may prove the most signifi- 
cant move of the week, the first step toward 
resolving an issue which has stymied politi- 
cal efforts for years. Even the IRA itself of- 
fered up a grisly concession, promising to 
search for the bodies of people it had mur- 
dered and secretly buried. 

Of course, Mr Clinton should not be 
credited with any of this. All of this week’s 
moves had been long mooted. The terrible 
bombing in Omagh last month opened the 
way for them by strengthening the hands of 
Mr Adams and Mr Trimble against critics 
on both sides who continue to oppose the 
Good Friday agreement. And yet Mr Clin- 
ton’s visit clearly provided an occasion to 
act. Party and government leaders on both 
sides of the Irish Sea busily consulted each 
other in an effort to choreograph the con- 
cessions from Mr Adams and Mr Trimble 
ahead of the president's arrival. 

Their success made the week’s other big 
event, the temporary recall of the British 
and Irish parliaments to pass new emer- 
gency laws, look out of place. The new laws 
were aimed at making it easier to imprison 
members of the so-called “Real RA”, which 
set the Omagh bomb, and two other small 
dissident republican groups. Both govern- 
ments claimed to have watered down the 
“Draconian” measures they promised in 
the wake of Omagh after objections by 
some parliamentarians and civil liberties 
groups. Although the British House of Com- 
mons backed the new laws by a huge ma- 
jority, the rush to legislate provoked com- 
plaints from all sides. And, even diluted, 
the provisions were illiberal and unwise, 
arguably breaching both countries’ inter- 
national commitments to fair trials and 
freedom of association. 

The great danger is that police on either 
side of the border misuse these new pow- 
ers, creating new republican martyrs or 
imprisoning the wrong people just as both 
governments are trying to restore respect 
for the rule of law in Northern Ireland. The 
hope must be that, in fact, the powers are 
left to languish—or judges balk at imple- 
menting them—and the rushed laws turn 
out to be empty gestures. 

All of the steps taken this week by Mr 
Adams and Mr Trimble were symbolic 
rather than substantive, and none could be 
described as a giant stride. Even so, they 
mark a change in Northern Irish politics, 
which for more than a generation has been 
treated by its participants as a zero-sum 
game, and in which symbols have often 
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been as important as substance. 

There are plenty of stumbling-blocks 
ahead. According to the Good Friday agree- 
ment, once Mr Trimble establishes a 
"shadow executive" consisting of represen- 
tatives ofall the major parties in the assem- 
bly elected in June, this executive is sup- 
posed to consult with the Irish government 
on a range of cross-border bodies. For na- 
tionalists these bodies are the key element 
of the agreement. They are due to be work- 
ing by October 31st. By next February, the 
assembly and the executive are supposed to 
assume powers over a range of local-gov- 


ernment functions in Northern Ireland. 

Each of these steps is likely to be pre- 
ceded by political manoeuvres. Unionists 
will continue to accuse Mr Adams of stall- 
ing on the decommissioning of the 1RA's 
weapons. Nationalists will continue to ac- 
cuse Mr Trimble of stalling on implement- 
ing the Good Friday agreement. Dissidents 
on both sides will still snipe at any compro- 
mises. There may even be more violence. 
Meanwhile, the early release of paramili- 
tary prisoners, due to begin next week, will 
inflame emotions all round. 

And yet there is good reason to believe 


that the fragile consensus behind the Good 
Friday agreement will prevail. The biggest 
compromises have already been built into 
the agreement. After a wave of television 
coverage in Ulster—and the early release on 
September 2nd of two Scots Guardsmen 
jailed for shooting a Belfast teenager dead— 
most people even seem resigned to pris- 
oner releases as a distasteful necessity. In 
the complicated task of building peace, Mr 
Clinton's visit may not matter much. But it 
did give Mr Adams and Mr Trimble a 
chance to show that, if they act together, 
they can generate momentum. 





Middlesbrough 


Rejuvenating Hercules 


The last in our series on provincial cities looks at Middlesbrough, where the 
revival ofthe local football team is yet to be matched by the economy 


URING the summer, 

pews for another 4,000 
faithful were installed in the 
new cathedral—better known 
as the Cellnet Riverside Sta- 
dium, home of Middlesbrough 
football club. Last month, on the opening 
day of the season, more than 34,000 wit- 
nessed the club's return, after a year's ab- 
sence, to the English premier league. 

When the club went bust in 1986, it 
seemed unthinkable that it would ever play 
in the top flight again, let alone in a smart 
new stadium. Even more fanciful was the 
notion that a stream of international 
stars—such as Juninho, a brilliant Brazilian 
now playing in Spain, and Paul Gascoigne, 
England's most controversial player— 
would turn out in red and white. The club's 
new confidence, and football's near-reli- 
gious status in the north-east of England, 
are reflected in a pub in the cen- 
tre ofthe town (in Britain, city sta- 
tus is granted by royal charter; of- 
ficially, Middlesbrough is just a 
town) Named the Ayresome 
Park, after the stadium the club 
quit in 1995, it is adorned with 
stained-glass windows depicting 
local saints, such as George 
Camsell, record goal-scorer in the 
1920s, and Bernie Slaven, hero of 
the 1980s. 

The club’s rise is incomplete: 
despite the new glitter, it is not yet 
a top club on the field, and the 
team has made a mediocre start 
to the season. But the club has 
made far more progress on the 
road to glory than the town 
whose name it bears. 

Once, Middlesbrough was an 
economic powerhouse. Glad- 
stone, visiting in 1862, declared it 
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"an infant Hercules”. Its 
growth in the 19th century was 
breathtaking (a story best told 
by Asa Briggs in "Victorian Cit- 
ies", published in 1963) In 
1801, Middlesbrough was a 
farming hamlet of 25 souls; 100 years on, it 
groaned with more than 90,000 people. 

The spark came from Middlesbrough's 
location on the river Tees, which made it an 
ideal port for nearby coalfields. The real ex- 
plosion, however, came from the discovery 
of iron ore locally, and the creation of an 
iron industry. Indeed, the men who built, 
owned and ran Middlesbrough in the mid- 
19th century were called the “ironmasters”. 
They built the grand town hall—the Vic- 
torian equivalent of a medieval cathedral 
or today's football stadium. 

After iron came steel and then chemi- 
cals—still the industries for which Teesside 





In the wilderness 


is best known. But like many towns built on 
heavy industry, Middlesbrough was crip- 
pled between the wars, and has struggled 
economically ever since. 

Middlesbrough's population, now 
145,000, has been shrinking by about 500 a 
year for the past three decades. The leavers 
have been those with jobs or most likely to 
get them. One person in ten in the Middles- 
brough travel-to-work area is unemployed 
(rising to more than one in five in several 
wards), one of the country's worst records. 
Two-fifths of the town's unemployed men 
have been out of work for over a year. Busi- 
nessmen visiting Middlesbrough have to 
stay outside the town: the only hotel closed 
this year after a fault was found in its roof. 

What can be done to pull the town up? 
In several other places, smartening old in- 
dustrial sites, especially waterside ones, 
with shops, offices and tourist attractions 
has paid off. Look, for example, at Birming- 
ham's canals or Cardiff's docklands. Mid- 
dlesbrough has the right raw materials: the 
river and empty industrial land beside it. 
Better still, it is a stone's throw from the nat- 
ural beauty of North Yorkshire. So far, it has 
failed to exploit its assets. 

The now defunct Teesside Develop- 
ment Corporation made a start, 
by persuading the football club to 
build the Riverside stadium. But 
its other plans bore no fruit. A 
hoped-for maritime museum 
went north of the Tees, to Hartle- 
pool. A planned supermarket has 
never been built. The result is that 
Middlesbrough still has its back 
to the river. The bulk of it lies to 
the south of a dual carriageway 
and a railway line. To the north 
are the stadium, a lot of empty 
land and St Hilda’s, one of the 
poorest districts. "We're in some- 
thing of a wilderness,” says Dave 
Allan of the football club. 

John Foster, managing direc- 
tor of Middlesbrough council 
since April, is now looking at the 
docks afresh. A new “master 
plan” is being prepared, he says, 
involving attractions to bring in 
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Buzzing with clichés 
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COUPLE of years ago Tony Travers, 

an academic at the London School 
of Economics, was invited to a conference 
grandly entitled: "Leeds—24-hour Euro- 
pean City". The title was remarkable only 
for including two of the most popular 
| buzzwords in the business of boosting 
British provincial cities. 

Top of the clichés—notwith- 
standing Britain's Eurosceptic 
reputation—is European. Take 
these examples of council propa- 
ganda: “Middlesbrough ...set at 
the heart of one of Europe’s busiest 
industrial areas”; “Newcastle’s role 
as a major European centre”; 
“Manchester, served by one of the 
fastest growing airports in Europe”. 

What all this seems to mean is 
that councils want their cities to 
have architecture to rival Barcelo- 
na’s and prosperity to match Mu- 
nich’s. Visits to Europe have struck 
many British local politicians with 
the force of revelation. Manches- 
ters Olympic bid took many of the 
citys bigwigs to Barcelona—and 
they are still talking about it. It is 
perhaps no coincidence that one of the 
| city’s trendiest bars is called “Barca”. 

The trouble is, there are natural limits 
to this. One reason why it is nicer to walk 
down Barcelona's Ramblas than through 
Manchesters Exchange Square is the 
weather—and not even the most inven- 
tive council can do much about the infa- 











mous Mancunian rain. And not all bor- 
rowings from Europe have been wise. The 
craze for tower blocks—now regarded as 
one ofthe worst mistakes in post-war Brit- 
ish planning—took its inspiration from 
Le Corbusier's designs. 

There is a more cynical explanation: 





money. From Birmingham's Interna- 
tional Convention Centre to Liverpool's 
Queen Square hotel, the European Union 
flag is everywhere. This infuriates Euro- 
sceptics, who say that since Britain isa net 
contributor to the EU, "European" money 
is really rebadged British cash. 

What of the desire to be a 24-hour 
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city? Once more, this is linked to Europe: | 
across the Channel, you can get a drink | 
after 11pm. In addition, modern, mobile 
service industries are drawn by good 
communications and a suitable labour 
force—and it helps if bosses and workers 
like the look of a place. Hence the sprout- 
ing of a concert hall here and a gallery 
there, and the interest in “24-hour” ven- 
tures such as night-clubs, which attract 
the free-spending young. 

Football is another mark of 
civic pride. Middlesbrough (see 
previous story)is not the only town 
whose moribund club has been re- 
vived by a rich fan. Equally lucky 
are Blackburn Rovers, resuscitated | 
by Jack Walker, a steel magnate, | 
and Newcastle United, restored by 
Sir John Hall,a property developer. 
A famous team is good news. At the 
Manchester Investment and Devel- 
opment Agency, they know that in 
most parts of the world investors 
will have heard of Manchester 
United. A few tickets never go 
amiss. Down in Birmingham, they 
rue the fact that their best team— 
Aston Villa—does not share the 
city's name. 

Finally, no self-respecting city 
booster can resist mentioning trams. In 
Manchester and Sheffield, they have de- 
cided that this antique form of transport 
is just the thing on which to enter the next 
millennium. Leeds and Liverpool are 
thinking about bringing them back. Tour- 
ists love such throwbacks—and they don't 
get stuck in traffic. 








visitors to a new “urban village” and better 
infrastructure to link the north of the town 
with the centre. “We are going to make this 
scheme a success,” he insists. 

Although regenerating the waterside 
might give Middlesbrough a huge boost, it 
is not the town's only aim. Not surprisingly, 
education is top of the list. Only 3% of 
school leavers go straight into work; one in 
six has no qualifications at all. No wonder 
that companies complain about recruit- 
ment difficulties, even with unemploy- 
ment so high. In June, east Middlesbrough 
was one of the first places to be designated 
by the government as an “education action 
zone", which will be targeted with extra re- 
sources and effort. 

In higher education, the position looks 
better. Numbers at the University of Tees- 
side have grown from 8,400 five years ago 
to 13,500 now. It specialises in educating lo- 
cal people: more than 70*6 of its students 
come from the north-east. An extra benefit 
is the university's location, a 40-acre site in 
the middle of Middlesbrough. That brings 
life to the town centre, especially at night. 
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The university's proudest boast is a new 
"virtual-reality centre", built at a cost of 
£10m ($16m), half of it from the European 
Union. This has a commercial edge. Using 
the university's technology, a property de- 
veloper can show clients inside a virtual 
version of his new flats. A marine-engineer- 
ing company can bring an oil platform up 
the Tees and into a virtual shipyard to be 
dismantled. And Middlesbrough's plan- 
ners can see how, with a little imagination, 
the town might look in a few years' time. 
Moreover, says Helen Pickering, one of the 
university's pro-vice-chancellors, the centre 
is a "graduate greenhouse". Graduates are 
given space rent-free for a year, and work 
on contracts the university has won while 
they build up their own contacts. 

Nurturing small businesses may be the 
biggest contribution to Teesside's eco- 
nomic revival that the university can make. 
In the past, Middlesbrough has relied on 
big, even paternalistic employers, from the 
ironmasters to British Steel and ict. “We 
need a period of transition away from 
that," says the council's Mr Foster. 


Middlesbrough is producing some suc- 
cessful entrepreneurs. The best known is 
Steve Gibson—saviour, chairman and ma- 
jority shareholder of the football club— 
who began his road-haulage business at 21 
with £1,000 from his father and was a mil- 
lionaire at 25. 

In Linthorpe Road, an otherwise unex- 
ceptional shopping street, lies a more sur- 
prising example. Behind a Gaudiesque fa- 
cade is Psyche, a designer-clothes shop. 
Having made a success of other people's la- 
bels from Gucci to Patrick Cox, the owner, 
Steve Cochrane, has set up his own. Psyche 
has shown its designs in Paris already, and 
is now preparing its third collection. Its 
only concession to the metropolitan bias in 
the fashion industry is to rent a showroom 
in London for a few weeks a year to meet 
foreign buyers. To solve its long-running 
economic problems, Middlesbrough will 
need many more such businessmen. Can it 
find enough? 


———— Usa ——— ——H 
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A dip in the valley 


SAN FRANCISCO 


The technology companies clustered in Silicon Valley have thrived during 
America's long bull market. Are they now in for a rough ride? 


€6 Q'O HOW much have you lost?" Not 

many people were uncool enough to 
ask the question. All the same it hung in the 
air in lunch-rooms throughout Silicon Val- 
ley as the news of Monday's stockmarket 
rout was digested along with the seared- 
tuna salad sandwich. 

Although many in Silicon Valley like to 
pour scorn on "old world, East Coast eco- 
nomics", few places are as exposed to the 
gyrations of Wall Street. Like the rest of 
America's high-technology industry, firms 
in the Valley have been at the heart of the 
bull market. Their employees have partici- 
pated in it directly. An unusually large pro- 
portion of workers in the Valley receives 
share options as well as salaries. Their pri- 
vate investments are heavily biased to- 
wards technology companies. 

Asa sector that draws its strength from a 
strong dose of optimism, high-tech firms 
have also proved particularly vulnerable to 
the market's sudden loss of confidence. 
That gravity-defying Internet shares such as 
Yahoo! and Excite should head earthwards 
when the market turns sour is not surpris- 
ing—as one analyst drily observed: "they 
may be insulated from earnings, but not 
from emotion." But when "safety stocks" 
such as Microsoft, Dell and Cisco get caught 
up in the general mayhem, a frisson of fear 
runs through the Valley. 

True, on September 2nd-3rd the tech- 
nology-rich Nasdaq index clawed back 
some of the week’s losses. But the share 
prices of many technology firms are well 
down from the record highs of earlier this 
year. Worse, American firms, giddy after 
Wall Street’s see-sawing, may cut spending 
on electronics (see box on next page). 

Even before this week there were signs 
that all was not well in the nerve-centre of 
high-tech America. Many of its inhabitants 
like to believe that the magic land between 
San Francisco and San Jose has discovered 
the secret of perpetual profit-free share- 
price growth. The Valley, they argue, is a 
“New Economy” based on knowledge, not 
goods, and is thus less exposed to unpleas- 
ant shocks. 

But the numbers tell a different story. It 
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is true that the region’s software industry 
has produced much of the recent growth. 
This sector, however, employs only one- 
third as many people as the computer, 
communications and semiconductor in- 
dustries together. 

Moreover, the Valley's economy today 
depends more on exports than it did—par- 
ticularly exports across the Pacific. Since 
1991, the region’s sales of manufactured 
goods abroad have doubled, reaching al- 
most $40 billion in 1996. That makes Sili- 
con Valley America’s top exporting region, 
ahead even of Detroit. Well over half of 
those exports were shipped to Asia. 

No wonder that the more traditional 
Silicon Valley has been hurt by an “unprec- 
edented convergence” of three factors, as 
James Morgan of Applied Materials 
termed it, when the world’s largest semi- 
conductor-equipment maker announced 
layoffs of 2,000 people at the end of August. 
These are economic turmoil in Asia, over- 
capacity in the semiconductor industry 
and the shift towards low-priced PCs. 

This may explain why the Valley job 


machine has slowed in recent months. In 
the year to July 22,800 new jobs were cre- 
ated in Santa Clara County, the heart of the 
region, compared with 53,000 in the year to 
July 1997. At the same time, the unemploy- 
ment rate has edged up from 3.1% to 3.3%— 
although that is still well below the Ameri- 
can average. 

Equally sobering are the hints that the 
area’s frenetic venture-capital market may 
be pausing for breath. Some fear that the 
process of financing start-ups has run out 
of control. “Unhealthy overfunding has led 
to a lack of the Darwin effect,” says Ann 
Winblad, a venture capitalist at Hummer 
Winblad, who is a noted bear. Cynics exag- 
gerate only slightly when they say you have 
only to stamp “Internet” or “.com” on your 
business plan to get a bucket-load of 
money. Many indifferent or easily imitable 
ideas have found financing. 

At the moment the supply of money is 
still flowing. In the second quarter, venture 
capitalists made deals worth a record $1.25 
billion, according to Pricewaterhouse- 
Coopers, an accounting firm. But even be- 
fore this week, the number of IPOs of Amer- 
ican high-tech companies was dropping 
(see chart on next page). The Valley has 
shared in the retreat: in the first half of 
1998, only 15 went public, compared with 
39 in the whole of 1997 and 72 in 1996. 

The geyser of venture capital is sure to 
falter ifa weak stockmarket further reduces 
the scope for 1POs. Some think that the Val- 
ley’s larger listed companies can take up the 
slack by acquiring more start-ups (a trend 
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that has been growing). But that seems un- 
realistic: in a bear market, the M&A busi- 
ness is bound to lose some of its momen- 
tum (see box). As one venture capitalist puts 
it: "The venture market is a lot like real es- 
tate. It will go through denial a long time, 
and then eventually capitulate." 

Other venture capitalists say the diffi- 
culty of carrying off listings means that 
firms will now have to demonstrate sound 
fundamentals first. If so they will have to 
make their venture capitalists’ cash last 
longer. And that will call for decent man- 
agement—the Valley's scarcest resource. 

In the search for talent to run new com- 
panies, venture capitalists have begun to 
spend more time looking for people than 
finding money. Indeed, many cite a lack of 
managers as one of the main symptoms of 
the amazing ease of raising capital. Some 
have set up "entrepreneur-in-residence" 
programmes to foster chief executives. De- 
spite their efforts, however, many start-ups 
are run by less-than-stellar managers. 

Irrepressible confidence and un- 
bounded optimism are essential parts of 
Silicon Valley's unique business ecology. 
The question is whether the coming slow- 
down will damage them for any length of 
time. In fact, a modest pause may not be 
such a bad thing. It could give Silicon Val- 
ley a chance to address the problems that 
threaten its long-term ability to remain the 
world capital of high-tech: an overbur- 
dened infrastructure, skyrocketing house 
prices and increasing social inequality. 

The long boom has left the Valley under 
strain. Appalling traffic morning and after- 
noon is costing businesses approximately 
$3.5 billion annually in lost productivity 
and wasted resources. Because they cannot 
afford to buy or rent a house in the Valley, 
many workers have little choice but to com- 
mute, in many cases for two hours each 
way. House prices have risen to an average 
of almost $317,000. In smart places such as 
Hillsborough and Atherton, the average 
house costs almost twice as much as in Bev- 
erly Hills. The real-estate boom has also in- 
creased the gap between those at the top 
and those who keep the offices clean and 
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the entrepreneurs fed. At $46,000 a year, 
Santa Clara County now has the highest av- 
erage wage in America, but it also has one 
of the highest rates of working poor. 

"So what?" some Silicon Valley veter- 
ans respond. Structural problems have 
been around for a long time; they have not 
prevented the region from prospering. 
There is as yet no exodus to other high-tech 
hubs such as Austin, Boston or Portland. 

Nevertheless, a declining quality of life 
threatens to drive away the people the re- 
gion most needs to stay competitive in the 
"New Economy": talented managers and 
young creative people working in small 
software companies. Headhunters report 
that the quality of life in the Valley is fre- 
quently an issue when they try to hire quali- 


fied people. High rents around Palo Alto 
have begun driving graduate students and 
faculty away from Stanford University, the 


cradle of Valley entrepreneurialism, to 


other prestigious universities. 


Bear necessities 


NEW YORK 


IGH-TECH firms are not the only 
ones that have had it good for the 


| past few years. Blue-chip companies, too, 


have relied on the bull market to solve 
many of their problems—as it has done 
with disarming ease. Having thrived for 
so long, the egos of many executives have 
grown even more inflated than their share 
prices: as the air rushes out of both, they 
have a lot to think about. 

One question is whether they can con- 
tinue hawking their wares to customers 
who have suddenly érown poorer. Those 





What are your options now? 


The Silicon Valley elite appears worried 
too. In early October, Joint Venture, an 
organisation of businesses, governments 
and other local groups, will publish *Vi- 
sion 2010," a plan for what the Valley 
should look like in a decade. 


Software's hard landing 


Although a soft landing might benefit the 
Valley, the danger is of something more 
dramatic. At the moment few think that Sil- 
icon Valley is heading for the kind of bust 
that happened 15 years ago when the Japa- 
nese invaded the memory-chip market. But 
an economy that depends so vitally on con- 
fidence can turn down sharply when that 
confidence is damaged. 

The effect of submerged stock options 
alone should not be underestimated. Over 
the past few years people have grown used 
to spending far beyond their income, be- 
cause they owned options that seemed con- 
tinually to grow in value. Roger McNamee, 





that do business in Asia have already 
learned how hard this can be. Harnisch- 
feger, a big American firm with a division 
that produces paper-making equipment, 
watched helplessly as demand for its pa- 
per machines fell by half in the past year. 
After pulping much of its business plan, it 
wrote down $155m of investments in In- 
donesia, laid off some workers at home, 
and may sell the whole division. 

Although demand in America is un- 
likely to fall by anything like as much as 
this, many firms that were spared the 
Asian slump will now begin to struggle. 
Those that sell mostly to households will 
no doubt try to market their way out of 
trouble. There will be lots of clever ad- 
vertisements by firms that have the per- 
fect product or service to offer the newly 
budget-conscious. And retailers that have 
converted to “everyday low prices” may 
rediscover the thrill of a good sale. 

Since household spending reacts only 
modestly to swings in share prices, some 
consumer-goods firms may be able to 
muddle through with such tactics—at 
least for a while. But those that sell big- 
ticket items, such as cars and appliances, 
have more reason to be nervous. 

The roughest ride of all may be in store 
for firms that sell to corporate customers. 
A sharp drop in share prices is likely to 
have a big effect on firms' investment 
plans, by raising the cost of equity capital. 
Some brave managers will no doubt be 
tempted to take on a little more debt in- 
stead of revising their plans. But the pos- 
sibility of falling profits makes this risky; 
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^a venture capitalist with Integral Capital 
. Partners, predicts that: "There will be some 
-kind of downturn for no other reason than 
~~ Silicon Valley needs to clean the pipes out.” 
_ The vertiginous fall of technology shares 










was an uncomfortable reminder that the 
iracle may be fragile and that, even in a 
high-tech paradise such as Silicon Valley, 
osperity isn't automatic. 
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capital. The efficiency starts the moment 
sitors land at Linate airport. Less than ten 
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- ride, from the centre of Milan, the airport 








*- and although yields on government 
bonds have fallen sharply, those on corpo- 
rate debt have not. 

Firms that supply capital goods could 
thus be in for trouble. As the chart shows, 
business investment has been the prime 
source of growth during America's expan- 
sion. And although computers and 
peripherals have been the fastest-growing 
component, suppliers of more mundane 
industrial equipment have also enjoyed 
booming demand. Those firms will now 
have to wait anxiously while their custom- 
ers rethink their investment plans; in the 
meantime, they should be busily revising 
their own. 

Besides scrapping their plans to invest 
in their own assets, many firms may think 
twice about buying other people’s. Wall 
Street’s bull run has coincided with the 
biggest merger-and-acquisition boom in 
history: in the first half of 1998 the value of 
M&As reached $949 billion, more than in 
the whole of 1997, which was in turn 
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has speedily funnelled bankers, brokers, 
businessmen and fashion models into the 
city ever since air travel began. Too bad that 
the Italian government is about to gum up 
Milan’s well-oiled machinery with a typical 
Mediterranean muddle 


If the government has its way, from Oc- 


tober 25th foreign airlines will begin flying 
to and from Malpensa airport, 53 
kilometres—at least an hours drive—from 
Milan. A year ago the transport minister is- 
sued a decree that will in theory close 
Linate to all flights except those connecting 
Milan and Rome. As foreign airlines were 
quick to point out, this rule discriminates 
heavily in favour of Alitalia, Italy's oft- 
resuscitated national carrier. 
Three-quarters of Italy's international 
air traffic is generated in northern Italy, 
with Milan alone responsible for one-third. 
At present, many travellers make short 
hops from Linate to Zurich, Frankfurt, Paris 
or London in order to catch intercontinen- 


seven times more than in 1991. Some peo- 
ple—notably the investment bankers who 
pick up all the juicy fees—insist that merg- 
ers will not be affected by a market slump, 
arguing that most of the current deals are 
"strategic", rather than financial. 

Yet even from a strategic point of view, 
buying whole companies is not such a 
brilliant idea when the economy could be 
drifting into trouble. Moreover, many re- 
cent deals have been possible only be- 
cause the buyers have been able to issue 
new shares easily and at low cost. Of 
course, some firms may conclude that the 
acquisitions they were planning make 
more sense now that assets are cheaper. 
Buyers have already been sniffing around 
Asia (South Korea's troubled conglomer- 
ates have received particular attention). 
However potential sellers may be put off 
by the same consideration. If the bear 
market continues, hostile deals could 
come back into fashion. And with share 
prices falling, cash-rich firms will then be 
in the strongest position to pursue their 
ambitions. 

At the moment, however, such firms 
appear to have other ideas. On September 
ist Boeing announced that it would buy 
back up to 15% of its shares. Several other 
companies aired similar plans—in what 
appeared a brave attempt to shore up 
their collapsing share prices. 

Adding insult to all this injury, Ameri- 
can executives must adjust to a shock of a 
more personal nature. Now that shares 
are falling, once-valuable stock options 
have gone under water. If the market re- 
covers, some of them may yet regain those 
losses and bask once again in the sun. But 
this time, managers will probably have to 
work a little harder for it. 
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to feed its intercc 
leave from Rome. > 

The European Cor 
is inclined to agree ^ 
lines. On August 17th ai 
tee endorsed a ruling by 
EU's transport commissiot 
ian government's plans to evict fo 
lines from Linate infringed the EU's m 
access rules. If the Italian government E 
refuses to change its plans, a meeting ofthe 
full commission on September 9th will al- 
most certainly announce that the 
Malpensa decree breaks Europeanlaw. ——— ^ 

The commission acknowledges that - 
Linate, with its single runway handling = 
14.3m passengers last year, is operating - 
close to full capacity. Indeed, the eu helped — 
to finance a 2,000 billion lire($116 billion) — - 
project to create a new air hubat Malpensa, . 
which handled 3.9m passengers in 1997. - 
But the work at Malpensa has fallen so. ` 
badly behind that moving all foreigr 
flights there will create big delays for pas 
sengers. Improved road links with Mila 
are not expected to be ready until theend of 
2000, and the airport will have to wait un-- 
til next summer at the earliest for even a 
stop-gap railway service; an express railway 
to Milan will not be completed until some 
time after 2001. A taxi ride between Milan - 
and Malpensa is likely to cost at least $85 
each way, which is not much less than 
many regional air fares. 

With little more than a month to goum- — 
til the October deadline, nobody knows | 
what might happen next. Pelle Svensson, 
general manager for southern Europe of 
SAS, a Scandinavian airline, fears that chaos 
is looming. Poor infrastructure will mean 
missed flights as well as problems for air- 
line staff commuting to Malpensa. More- 
over, grumbles Mr Svensson, the fees paid 
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by airlines at Malpensa will probably be 
used to subsidise the cost of keeping Linate 
open for Alitalia. 

Then there is the move itself. There have 
been no testruns, says Alain Barbey, 
Swissair's Italian manager. Simply transfer- 
ring equipment from Linate to Malpensa 
could necessitate the closure of Milan's 
ringroad and all the motorways and roads 
that lead to Malpensa. Italian improvisa- 
tion is legendary, but muddling through is 
hardly a reassuring strategy for the running 
of international airports. 

Political efforts to find a solution have 
stalled. A meeting on September ist be- 
tween Mr Kinnock and Claudio Burlando, 
the Italian minister for transport, got no- 
where. Critics say the stand-off was predict- 
able. For all its pro-European protestations, 
and its successful efforts to squeeze into Eu- 
rope's single currency, Italy has often had a 
relaxed approach to Eu rules. Suspicious 
foreigners think that the government is us- 
ing the Malpensa case to test the commis- 
sion's resolve to uphold European law. 

What can be done? It would be fairer— 
but impractical—if Alitalia was forbidden 
to use its flights from Linate to feed its inter- 
national flights from Rome. Nor would it 
be feasible to phase in the move to 
Malpensa: airlines that shift first would be 
at a disadvantage, and dividing the traffic 
of individual airlines between both Milan 
airports would double their costs. 

The obvious solution is to open 
Malpensa officially on October 25th, but to 
keep operations running normally at 
Linate. The Italian authorities could then 
auction slots at the two airports to let the 
market put a value on Linate's convenience 
for passengers. But such an eminently sen- 
sible idea suffers from a terrible weakness: 
Alitalia would be deprived of the help that 
it eagerly awaits. 
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Car making 


The modular T 


SAO PAULO 


The Brazilian way of making cars could become everybody else's way too 


ATIN AMERICA must be used to revolu- 
tions. Until recently, however, none has 
been prosaically industrial. But now both 
car and truck makers say they are out to top- 
ple the established order in vehicle manu- 
facturing using approaches that they are 
developing not in America or Germany, 
but in Brazil. 

Traditionally, emerging markets have 
had hand-me-down products and fac- 
tories. But Brazil is a large market protected 
by high tariff barriers, and no fewer than 13 
vehicle makers have been lured to build 
plants there. They intend to invest as much 
as $20 billion in Brazilian plants by 2002. 
Partly as a result, Brazil could soon overtake 
Britain and Italy in car making. 

Although the government interferes 
with the market, skewing consumption to- 
wards small “popular cars", such as the 
Ford Fiesta and General Motors' Corsa, and 
subsidising new factories with regional 
grants, it does not offer the sort of favourit- 
ism that national champions receive back 
home. New competition will inevitably 
lower profit margins. All this, combined 
with a fall in sales caused by the country's 
economic problems, makes Brazil an un- 
usually difficult place to make vehicles. 

As a result, vehicle makers realise they 
have to do something special to succeed. So 
manufacturers plan to make Brazil a test- 
bed for the “modular” manufacturing that 
is expected to sweep the world's car fac- 
tories in the years to come. With this 
method, parts companies supply not only 
components, but also entire sub-assem- 
blies, even fitting them on the assembly 
lines. 

For decades, the Brazilian car industry 
has been centred on Sao Paulo. But, for a 
sense of where the industry is going, you 
need to head 200 miles south, to the city of 
Curitiba. Donkey carts and 18-wheel trucks 
jostle in the city streets. A number of assem- 
bly plants dot the landscape around the lo- 
cal airport. 

Chrysler's factory, which opened in July 
and produces a version of the Dakota 
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pickup truck, is tiny by conventional stan- 
dards. That is because Chrysler has 
outsourced much of the work that would 
normally be done on an American assem- 
bly line. Dana Corporation, which is based 
in Ohio, has set up its own plant just a mile 
down the road, where it can build the Da- 
kota's “rolling chassis,” the basic frame- 
work on which body and engine are 
mounted. The chassis arrives at Chrysler’s 
plant with wires and hoses already in 
place—even the tyres are mounted and bal- 
anced. When it rolls off Dana’s truck and on 
to the assembly line, it is quickly joined toa 
body and “stuffed” with an engine. 

The chassis alone accounts for roughly a 
third of the Dakota’s total production cost. 
But Chrysler has farmed out more of the 
manufacturing process by buying com- 
plete “seating modules” from a new plant 
nearby that belongs to Lear Corporation, a 
Missouri maker of car seats. Eventually, 
Chrysler would like the Dakota’s complete 
instrument panel to be built by an outside 
supplier. Such extensive subcontracting is 
attractive because it allows Chrysler to save 
money by building a smaller plant, hold- 
ing less stock and shifting more of the risk 
(though presumably also more of the profit) 
to suppliers. 


Aprés moi? 

Will the revolution succeed? The boldest ex- 
periment began two years ago in Resende, a 
third of the way between Sao Paulo and Rio 
de Janeiro. Seven suppliers helped to erect 
a Volkswagen truck plant in the town, and 
employ three-quarters of the factory’s 1,400 
workers, even participating in the truck’s fi- 
nal assembly. 

But Resende shows that the details of 
modular manufacturing are not easy to 
master. When the plant opened in mid- 
1996, vw promised that it would set new 
standards for productivity. In fact the fac- 
tory's productivity has turned out to be less 
than halfthat of comparable American and 
European plants. vw officials say that this 
is partly because truck sales have been dis- 
appointing, but it is also because quality at 
the plant is so poor. A third of the vehicles 
built at Resende need more work when 
they come off the line. 

Vw admits it may have been too ready 
give responsibility to its suppliers. But the 
firm insists that Resende can still meet its 
goals without abandoning the new ap- 
proach if its managers supervise the con- 
tractors more closely. vw's competitors ap- 
pear to agree. Although they are not simply 
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A safety bet 


MONTEREY, CALIFORNIA 


airbag suppliers. 

Safety devices are also becoming 
more sophisticated. After many injuries 
to children and small women, car compa- 
write car making is becoming t 27) ] nies are trying to make the front-impact 

leaner, cars are becoming safer. For — IUS HA airbag safer. Using sonar, infra-red or vi- 
years Sweden’s Volvo was the only firm to ( 477 ` — sion systems, suppliers are developing 
| ignore the Detroit wisdom that “safety PI fade — mA ways to detect the size of the passenger in 
| doesn't sell". Other car makers resisted ES Bea 

laws that required new safety fittings. But <= 
now new safety devices are being added 
to luxury cars, and even standard vehicles 
| contain safety features that were once 
found only at the top of the range. 
Whether any of this actually saves lives is 
another question. 

One forthcoming device is an infra- 
red camera hidden behind the grille of a 


——ÓMH— 





the front seat and to measure how far 
back they are sitting. This will determine 
how rapidly the airbag inflates, or 
whether it inflates at all. 

Some other new technologies should 
actively help to avoid accidents. The BMw 
750iL can "see" obstacles such as a small 
child behind a reversing car. Many Grey- 
hound buses sweep the road ahead with a 
radar beam, which warns the driver if 
future model of the Cadillac Deville. The there is an obstacle in his path. And the 
camera scans the road ahead for heat sig- next Mercedes s-Class will introduce 
natures ofthe human body.Itsimagesare less than $2,000 (compared with $1m for — *Distronic" active cruise control, which 
| projected on to a “head-up display" on the military version 20 years ago). As pro- automatically brakes if a slower car pulls 
| the windscreen, similar to that found in duction volumes increase. prices will fall. in front. 
fighter jets. Conventional headlights can Within a decade, the firm thinks, the tech- But will any of this live up to expecta- 
reach about 100 yards ahead of a moving nology could become a feature of even tions? Some studies have suggested that 
car—barely three seconds of road foracar  mid-priced cars. anti-lock brakes may actually cause colli- 
travelling at 60mph (97kph). The Night There has been work on older technol- — sions, because motorists become overcon- _ 
Vision system increases that range as ogies too. In the mid-1980s, anti-lock —fident and either drive faster or brake | 
much as fivefold. brakes added at least $1,500 to a vehicles later in cars equipped with the | 

The system is a sign of Detroit's new price and were offered only on luxury technology.“ worry that people buy it _ 
resourcefulness. There was a time when cars. Today, they are nearly ubiquitous. thinking ... the technology will take care 
General Motors, Cadillacs owner, would ^ Meanwhile, the cost of airbags has fallen of them,” says Adrian Lund of the Insur- 
never have dreamt ofturningtoa defence by more than 90% over the past decade, ance Institute for Highway Safety. You 
company such as Raytheon, which makes notes Franz Wressnigg, who is president — can do all you like to make cars safer, but 
Night Vision for the armed forces.A Night of the Automotive Systems GroupofGer- nobody has invented a gadget to save 


Vision unit will probably cost customers  many'sSiemens, one ofthe world's largest drivers from themselves. | 


copying Resende, they are picking out its port and stock costs. “You'll not find a lipped about the second plant in Rio 
most effective element: the construction of plant anywhere within the Ford Motor Grande do Sul. known as "Blue Macaw"; 
modules by suppliers. Company realm that will be anything like but it is reportedly taking an almost identi- 

Chrysler's truck plant in Curitiba is by this,” boasts Jim Padilla, head ofFordSouth cal approach. Like Ford, GM sees the Brazil- 
no means unique, says Carl Swanson, the American operations. ian project as a laboratory. Blue Macaw will 
managing director of the South American General Motors has been more tight- be smaller than current GM assembly 








—— 





operations of Tenneco Auto- 
motive, a car-parts firm. Two 
of the most closely watched 
projects going up almost side 
by side in Brazil's southern- 
most state of Rio Grande do 
Sul are taking modular manu- 
facturing further still by ap- 
plying the approach to cars. 
One is à new Ford plant, 
nicknamed “Amazon”, which 
will produce two subcompact 
cars. The details are still being 
tweaked, but the plant will be 
served by 12-15 primary sup- 
pliers, barely one-tenth of 
those found at a conventional 
assembly plant. These suppli- 
ers will contribute a third of 
the $1 billion cost of launch- 
ing the Amazon project, and 
they will produce their mod- 
ules on-site, reducing trans- 
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Ripe for revolution 





plants, use less labour and re- 
quire capital investments “an 
order of magnitude” smaller 
than the sums that Gm has 
spent on existing facilities, ac- 
cording to its chairman, Jack 
Smith (though sweetners from 
Brazil's local and fereral gov- 
emment will surely play a 
part) 

If it works, Blue Macaw 
will be a model for a network 
of new assembly plants that 
GM intends to build in other 
parts of the world. This idea 
alarmed the company's North 
American workers, who re- 
cently went on strike partly to 
protest about the threat to 
jobs. In Detroit they know that 
few revolutions turn out to be 
bloodless. 
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The blonde and her roots 


Elisabeth Murdoch is beginning to make her mark with the British broadcasting 
establishment. She may regret it 


O‘ course, everybody who travelled to 
Edinburgh for the television indus- 


try's annual jamboree on the last weekend 
in August yearned to know more of the tele- 
vision revolution expected in Britain with 
next month's launch of a digital offering 
from BSkys, the country's satellite pay-TV op- 
erator. But that was surely not the only rea- 
son why 1,500 executives attending the festi- 
val jostled and elbowed their way on to the 


eral Assembly for a public lecture. For this 
was the first time that Elisabeth Murdoch, 
managing director of Sky networks, daugh- 
ter of Rupert, blonde beauty from America, 
has put herself on public display. 

The substance of the lecture did not sur- 
prise. Digital television is a well-trodden 
field, and Miss Murdoch's speech did not 
stray far from familiar ground—indeed, it 
was rather similar to the text given by her father at the same occa- 
sion nine years previously. Digital television means choice; 
choice is good; ergo digital television is good. More does not 
necessarily mean worse: nobody complains that Marks & Spen- 
cer has too many products on offer. Consumers, not regulators, 
will in future determine the fate of television networks. 

The style and tone were more interesting than the content. 
Miss Murdoch's presentation was informal—jeans, high heels, 
strutting about the stage as she talked—and her speech punctu- 
ated with jokey references to her divorce and her new boyfriend. 
Most noticeable was her inclusive vocabulary: she spoke, 
throughout, of “we”, the workers of the British television indus- 
try, which, coming from a 30-year-old with a powerful pedigree, 
American accent and Californian hair, sounded attractive, if im- 
plausible, to the crumpled men on the benches. 

Miss Murdoch's wish to be included is understandable. 
Since moving from Los Angeles to Isleworth, the dismal London 
suburb that is Sky's home, she has, in several ways, been rejected. 

Sky was run by Sam Chisholm, a gifted and irascible New 
Zealander who turned it from a deadweight that nearly sank the 
Murdoch empire into its main source of profit. He would, Mr 
Murdoch hoped, take Elisabeth under his wing. But that was not 
Mr Chisholm's plan. He was rude about her in public and dis- 
missive towards her in private. His relationship with Mr Mur- 
doch deteriorated, as did his health, and 
he left. Investors were horrified (see 
chart). Sky faced digital, which threat- 
ened its dominance, without the man re- 
sponsible for its initial success. And the 
boss’s daughter was blamed. 

Shunned by the City, Sky was also 
looked down on by the rest of the televi- 
sion business. Pay-Tv has generally been 
regarded as nouveau riche by the upper 
classes in the BBC, the bourgeoisie in rTV 
and the bohemians at Channel Four. 

But that has been changing. Miss 
Murdoch gets on well with Sky's new 
chief executive, Mark Booth, partly, it 








ASONDIFMAM!I SASONDIFMAMIIA 
1996 97 98 
Source: Datastream/ICV 


seems, because his attitude to the job is dif- 
ferent to Mr Chisholm's. *Mark knows he's 
just passing through,” says a broadcasting 
man who knows him. Miss Murdoch is liked 
at Sky—though people find it peculiar that 
she smokes when nobody else is allowed to. 

Investor perceptions of Sky have im- 
proved since a year ago, largely because of 
moves by Mr Booth, such as offering a bar- 
gain-basement version of digital, that are 
reckoned to have outmanoeuvred its main 
competitor, ONdigital. But Miss Murdoch 
has also contributed to the change in Sky's 
fortunes, by commissioning programming 
that people are beginning to watch. “Ibiza 
Uncovered” may not suit all tastes, but teen- 
agers seem to think it is just fine. 

She has been adding novelty to her 
movie channels by buying American mov- 
ies that have not been released in British cin- 
emas—a trick learnt from HBO in America. She has been “brand- 
ing” her channels (giving them identities) so as to distinguish 
them from everything else out there. And she has been buying 
“classic” BBC presenters, such as Barry Norman and Jimmy Hill. 
People at the ends of their careers come cheap and, rather like 
antiques in a lobby, lend class to a new operation. 

Programmers from other television companies, watching 
Miss Murdoch's performance, say they are impressed by what 
she is doing with her limited budget. Perceptions of Sky are im- 
proving. "Taking a job there is not seen as a step down any 
more,” says one. "Well, not as much as it was, anyway.” 


Nicely in Holland Park 

And just as Sky is no longer an outsider, nor is Miss Murdoch. 
She has recently been getting about in society. She is seen with 
Britains new establishment, including such folk as Peter 
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Mandelson, a Labour spin doctor-turned-minister, and Lord | 
Alli, an ennobled Asian Tony-crony with a television company. 


She has swapped her house in a rich suburb in Surrey, where she 
probably thought powerful people lived, for one in Holland 
Park, near central London, where they really do. She has ex- 
changed a Ghanaian husband for a fashionable boyfriend who 
founded one of London's most successful public-relations firms. 

Life must be nicer for Miss Murdoch now that she is being 


accepted as an insider, and her contacts | 


will do Sky no harm. But for her, there is 
a danger in this. Her father is successful 
precisely because he is an outsider: Ru- 


nores the consensus, takes big risks, and 
thereby makes big profits. The three large 
American broadcasting networks said 


he proved them wrong with Fox. The 
complacent British broadcasters said 
that pay-television would never work, 
and he zapped them with Sky. 

Being a Murdoch isa lonely business. 
It does not go with being an insider. 


pert Murdoch sees things differently, ig- | 





| 


that there was no room for a fourth, and. 
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Stressed out on Wall Street 


LONDON AND NEW YORK 


A dizzying week in the stockmarkets may at last have tempered private inves- 
tors’ enthusiasm. The professionals are downright twitchy 


N MOST countries, the stockmarket is 
something people read about in the 
morning paper. Americans, though, prefer 
their crashes and rallies on television. As 
the markets plummeted on August 31st, tak- 
ing New York Stock Exchange prices down 
6.4% and those on the Nasdaq exchange 
down 8.6%, investors were glued to their 
screens, watching live shots of stockmarket 
trading as a graphic traced the mounting 
losses. In the process, many of them finally 
learned to dread the death of a raging bull. 
That lesson had not sunk in despite 
months of market turmoil, including the 
New York Stock Exchange's 7.2% drop on 
October 27th last year. But this week was 
different. An economy that earlier this sum- 
mer had seemed impregnable now seemed 
embattled on all sides, and worried head- 
lines about Russia and Latin America 
made investors all the edgier. Those who 
had ignored previous trembles with af- 
firmations that "I'm in for the long term" 
decided that even their individual retire- 
ment accounts might benefit from more 
cash and fewer shares. 
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Shares in banks and high-tech compa- 
nies have taken a particular pounding. This 
week several big American financial firms, 
including Citicorp, Chase Manhattan and 
Travelers Group, announced big losses 
from the turmoil in emerging markets, par- 
ticularly Russia. As their shares have tum- 
bled—Citicorp, which traded at over $180 
as recently as June, fell below $110 this 
week—investors have also dumped the 
shares of smaller banks that had been 
thought of as acquisition targets for the gi- 
ants. High-tech companies, particularly the 
many small Internet-related companies, 
are also out of fashion. The Russell 2000 in- 
dex of small-company shares fell for nine 
straight trading sessions before gaining 
ground on September ist. 

A rally on that day dispelled the imme- 
diate sense of panic. But optimism is in 
short supply. “If there were a way to do it, 
I'd be shorting real estate in Nantucket and 
the Hamptons,” says a veteran trader, refer- 
ring to two resorts favoured by Wall Street 
stars. Investment firms shifted into crisis 
mode, amid rumours of portfolios being 


liquidated and hedge funds laying off staff. 
One firm quietly put off the launch date for 
a new emerging-markets fund. Another, 
which had been hiring aggressively, 
stopped cold. While the market’s recovery 
may have cheered the public, stockmarket 
pros read it as a “bear trap”, the sort that 
entices innocents into the market before 
the worst is over. 

Why such pessimism? First, measured 
against the most fundamental benchmark, 
corporate profits, American shares are still 
overpriced. The shares in the Standard & 
Poor's 500 index, for example, are trading 
at about 24 times their recent earnings. 
This is a high ratio by historical standards, 
and it is also larger than that commanded 
by shares in any other big country save 
Japan. 

Moreover, projections of future earn- 
ings have been slow to take full account of 
declining sales in Asia and slower growth 
in Latin America. According to First Call, a 
market-research firm, the Wall Street con- 
sensus two months ago was that corporate 
earnings in the quarter ending September 
30th would be 10% above last year’s. Now, 
the consensus is that third-quarter earnings 
will be up only 3.5%; but that still does not 
take into account the losses many banks 
have reported on emerging-market trading 
in the past few days. The forecast for the 
fourth quarter is that earnings will be up 
12.4% over the same period in 1997. The an- 
alysts who come up with such figures “have 
their heads in the sand”, says Chuck Hill, 
First Call’s director of research. 

The second reason for bearishness is 
that the drop in interest rates makes shares 
look deceptively attractive. Rates on three- 
month Treasury bills fell to 4.72% this week 
as investors sought safety. Wall Street is, in 
effect, betting that the Federal Reserve will 
ease monetary policy later this month to 
prevent the stockmarket's troubles hurting 
consumer spending and business invest- 
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ment. "It's clear the Fed is going to cut inter- 
est rates" says a leading bond-market 
watcher, who expects the rate at which the 
central bank lends to commercial banks to 
drop by halfa point. 

Such a rate cut, though, is far from as- 
sured. America's domestic economic con- 
ditions, at present, do not justify lower in- 
terest rates; until recently, remember, the 
big concern was that the economy was 
growing so quickly that the Fed would need 
to slam on the brakes. Although there are 
ample signs of a slowdown ahead, it is un- 
clear how severe it will be. This week's de- 
cline in the dollar against major currencies 
suggests that the inflow of foreign money, 
which has pushed short-term interest rates 
down, may already be reversing. The Fed- 
eral Reserve's chairman, Alan Greenspan, 
will be particularly concerned that the mar- 
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ket might interpret lower rates as a sign that 
he wants share prices to rise. But ifa rate cut 
does not come soon, share prices will again 
come under pressure. 

The third cause for concern is gearing. 
Outstanding margin credit—loans to fi- 
nance investments, mainly in shares—ex- 
panded from $127 billion at the end of1997 
to $143 billion on May 31st, according to 
Federal Reserve figures. Lower share prices 
will force margin investors either to de- 
posit more cash with their brokers or to un- 
load some of their shareholdings. Neither 
development is positive for share prices. 

The share-price downturn has been less 
pronounced in Europe, where the underly- 
ing economic fundamentals are stronger. 
The normal signs of bear markets, declin- 
ing profits or rising interest rates, are not to 
be seen in most European countries out- 


side Britain. Corporate profit growth, reck- 
ons Sharon Coombs, a strategist with HSBC 
Holdings, will be “well into double figures” 
this year and next. 

Yet there are worrisome signs in Europe 
as well. In particular, Europe’s nascent 
small-company stockmarkets have taken a 
pounding even worse than that of Nasdaq. 
Frankfurt’s Neuer Markt, which lists small 
high-tech companies, is down 25% in a fort- 
night. Easdaq, another European small-cap 
exchange, fell more than 7% on September 
ist alone, and is down 28% since the start of 
August. Institutional investors are worried, 
above all, about reducing their risks, which 
means buying big names rather than big 
prospects. 

Wall Street is full of twenty-somethings 
who are fazed by none of this. Greyer heads, 
however, foresee a protracted period of dis- 





Confusing curves 


WASHINGTON, DC 


HILE Wall Street has been trans- 

fixed by the drama in stockmarkets, 
an equally spectacular sideshow is play- 
ing in the bond markets. In recent weeks 
yields on government bonds of all matu- 
rities have been pushed down as inves- 
tors have spurned riskier assets both at 
home and abroad. On August 31st, as 
share prices plunged, yields on 30-year 
American Treasuries fell to 5.24%, their 
lowest since 1968. Although they rose 
again later, yields on federal government 
debt of all maturities are now below 5.5%, 
the short-term federal-funds rate. 

As a result, there is much anxiety 
among bond watchers about an “in- 
verted yield curve". A yield curve shows 
the interest rates on government debt of 
different maturities. It normally slopes 
upwards, since investors demand com- 
pensation for the added risk of holding 
longer-term securities. Historically a 
downward-sloping (or inverted) yield 
curve has been a widely trailed in- 
dicator of recession on the horizon. 
Hence the analysts' concern. 

Unfortunately, things are not 
so simple. For a start, the yield 
curve is only noticeably inverted 
when long-term bonds are com- 
| pared with the federal-funds rate 
. and the short-term bank rates 
. closely connected to it. As the chart 
| shows, the yield curve on govern- 

ment paper alone has flattened 
considerably; but, except for a very 
few short-term securities, it still has 
|a positive slope. More important, 
the yield curve's shape has shifted 
because long-term bond vyields 
have fallen, as investors seek out 
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safe-haven securities. In contrast, a tradi- 
tional recession-signalling inverted curve 
occurs because the central bank raises 
short-term rates. 

Thus the current yield curve is diffi- 
cult to interpret. The pessimistic analysis 
is that slowdown is imminent. The grow- 
ing gap between the federal-funds rate 
and yields on short-term government 
debt suggests that markets expect a rate 
cut to ward off recession. David Hensley 
of Salomon Smith Barney argues that the 
markets are pricing in a cut of 25 basis 
points by January. An optimist might ar- 
gue instead that recent gyrations in the 
yield curve have little to do with Ameri- 
ca's economy and everything to do with a 
global flight to quality. The economy 
could even get a boost from the looser fi- 
nancial conditions that lower bond 
yields imply. But that does not seem to be 
happening either. 

A further complication is the widen- 
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ing of spreads between government and 
corporate bonds, which has more than 
offset the drops in government bond 
yields. According to Jim O'Sullivan of J.P. 
Morgan, the spread between ten-year 
Treasury notes and high-yielding corpo- 
rate bonds has risen to almost five per- | 
| 
| 


centage points, compared with three at 
the end of June. Spreads have also risen 
for investment-grade bonds, though by 
less. Losses in turbulent markets 
abroad have forced many lenders | 
to retrench and have stalled new | 
bond issues. Even home-owners | 
may not see benefits from cheaper | 
government debt, as mortgage | 
firms fail to pass on lower financ- 
ing costs. Coupled with the sharp 
drop in equity prices, this amounts 
to tighter, not looser, financial con- 
ditions. It also spells gloom for 
those involved in debt markets be- 
yond safe government securities. 
Wall Street may be confused in its 
interpretation of the yield curve, 
but there is no mistaking the direc- . 
tion in which it wants interest rates 


to go. | 
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comfort. That will be painful for Ameri- 
cans, and perhaps even more so in less 
wealthy countries, where otherwise profit- 
able companies may be unable to tap the 
international capital markets at any price. 
"Who knows what prices should be?" says 
the chiefeconomist at a big New York bank. 
"In this kind of market, nobody knows 
when prices are right. All you can do is wait 
for things to settle." 





Market intervention 


Fashionable 


BANGKOK AND HONG KONG 


m more turbulent financial markets 
become, it seems, the more govern- 
ments want to interfere in them. On Sep- 
tember ist the Malaysian government 
stopped foreign dealings in its currency, 
the ringgit. This followed a two-week effort 
by Hong Kong's government to prop up 
share prices through a buying binge on the 
local stockmarket. The consequences of 
both actions are likely to be unpleasant. 

Under Malaysias new controls, all 
ringgit held offshore must be repatriated 
within a month, on pain of becoming 
worthless. Local banks will not be allowed 
to provide ringgit to foreign banks. Foreign- 
ers who sell shares will be barred from ex- 
porting the proceeds for a year. There will 
be limits on how much money Malaysians 
can carry abroad. And in future, all Malay- 
sian exports and imports will have to be set- 
tled in foreign currency. To close another 
potential loophole, the Malaysian stock ex- 
change has already stopped share-trading 
at an over-the-counter market in Singapore. 
On September 2nd, the central bank fixed 
its exchange rate, choosing 3.80 ringgit to 
the dollar—about 10% above the currency’s 
recent levels. 

The idea is that, insulated from specula- 
tive pressure, interest rates can be cut with- 
out sending the ringgit through the floor, 
while the government gives the economy a 
big fiscal stimulus. But Desmond Supple of 
Barclays Capital, an investment bank, 
points out a logical flaw. Since foreign capi- 
tal will be deterred by the controls, Malay- 
sia will need to run a bigger current-ac- 
count surplus to avoid exhausting its 
foreign-currency reserves. That will be 
harder if Malaysians are to be encouraged 
to spend rather than save, and with exports 
suffering from a higher exchange rate. 

Some optimists hoped that the restric- 
tions had been designed to provide a 
breathing space while the banking system’s 
problems were tackled. But there is little 
sign of that. Instead the government has 
suggested that there is a need for more le- 
niency in defining banks’ bad loans and 
valuing collateral. More rules may have to 
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follow: price and wage controls, for in- 
stance. Moreover, given how open Malay- 
sia's economy is compared with, say, Chi- 
na's, leakage will be hard to avoid. 


A $15 billion question 

Hong Kong's interventions have come as 
more of a shock than Malaysia's. Before Au- 
gust 14th the government owned none of 
corporate Hong Kong and had never tried 
to support share prices. Today, it is the terri- 
tory's largest shareholder, and has spent 
around $15 billion getting there, the bulk of 
it on August 28th alone. 

In Hong Kong’s thinly traded markets 
of late, hedge funds and investment banks 
have made easy money by selling Hong 
Kong dollars and simultaneously shorting 
the stockmarket. To make these speculators 
squeal, the government squeezed interest 
rates by draining liquidity in the interbank 
market, so making it more expensive to bor- 
row Hong Kong dollars to sell. It also 
ramped up share prices to wound those 
who had shorted the market or sold Hang 
Seng futures contracts. At its best, the Hang 
Seng index rose 19% from its pre-interven- 
tion low, thanks to government action. 

But the government failed to cow the 
speculators as easily as it had hoped. Many 
of them merely rolled their futures posi- 
tions over into September. And investors 
seeking to get rid of shares had the perfect 
chance to dump them in the government's 
lap. The full extent of official buying is only 
now becoming apparent. The government, 
for instance, is now the biggest shareholder 
in banking group HsBc, with a stake of 9%. 

By this week, the government appeared 
to have stopped buying shares, attacking 
speculators by other means instead. The fu- 
tures exchange raised the cost of holding 
big futures positions, and the stock ex- 
change banned the short-selling of three of 
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Hong Kong's most actively traded compa- 
nies. Further, it enforced more ruthlessly a 
rule that had previously been widely ig- 
nored: that anyone who sells shares short 
must have borrowed them first. Many 
banks and investment funds are now 
scrambling to buy shares to cover their 
modesty. This buying panic is putting a 
temporary floor under share prices. 

The government will declare victory in 
this battle, but at what eventual cost? Jo- 
seph Yam Chi-kwong, head of the Hong 
Kong Monetary Authority, the central 
bank, has admitted that the financial costs 
of intervention were much higher than ex- 
pected. Now, the scale of the government's 
new shareholdings—equivalent to six 
years' worth of welfare spending—may re- 
quire justification to taxpayers. And it will 
be hard in future to believe the govern- 
ment's oft-made claims that it is not con- 
cerned about the stockmarket's level. 

Nor is it clear what effect the interven- 
tion will have on the Hong Kong dollar's 
fixed link to the greenback. The move was 
meant to take pressure off by driving down 
the interest-rate premium on Hong Kong 
dollar assets. But the intervention has 
raised the suspicion that, ifthe government 
can abandon an age-old policy in one fi- 
nancial market, it could do so in another. If 
people believe the peg may go, they are 
bound to demand a higher interest rate to 
hold Hong Kong dollars. That could put an 
intolerable strain on local banks, sparking 
more panic over the currency. 

In short, the Hong Kong government 
might have won this particular battle 
against the speculators, just as the Malay- 
sians reckon they have done. But with both 
administrations’ credibility hugely dam- 
aged as a result, these are Pyrrhic victories 
that they may come to rue. 








Insurance and the Holocaust - 


Eastern blockage 


- €€rq^HIS is the most emotionally 
| À charged and most complex issue 

» imaginable,” says Glenn Pomeroy, presi- 
- dent of America's National Association of 

‘Insurance Commissioners (NAIC). What is 

. clear is that millions of Holocaust victims 

and their families never saw a penny from 
ife-insurance policies that they had taken 

‘out before the second world war. What is 

less clear is who should be held liable for 

these claims today, and for how much. 

— Sofar,claimants have sued, and Ameri- 
can regulators have pressurised, the Euro- 
‘pean companies that insured Holocaust 

victims. A breakthrough of sorts came on 

August 25th, when the NAIC, the World Jew- 

ish Congress and six big insurers agreed to 

establish an international commission to 


investigate and settle unpaid claims. But 
now the process is moving to another, trick- 





ier, front: the governments in Eastern Eu- 
rope that have stayed mum on their part in 
the story. On September 4th in Prague, they 
will have to speak up for the first time, 
when they meet Mr Pomeroy, accompa- 
nied by representatives of insurance com- 
panies and of America's State Department. 
Within a year, they may find themselves in 
courtrooms facing the same lawyers who 
have already sued banks, insurers and, 
most recently, industrial firms. 

Most Jews who perished in the Holo- 
caust and had life insurance lived in East- 
ern Europe, although many ofthem bought 
their policies from branches of West Euro- 
pean insurers, such as Italy's Assicurazioni 
Generali or Riunione Adriatica di Sicurta 
(RAS). So the first big question is: to whom 
did these liabilities revert after Communist 
regimes nationalised the insurance compa- 
nies in the late 1940s—to parent companies 





. Worried faces outside the euro club 


UROPE' single currency once looked 
| set to be launched in a boom. But as 
| the euro's debut draws near, prospects 
seem to have turned sour. Some are even 
asking whether the turmoil in markets 
could force EMU to be delayed. 

j On the contrary. The crisis in world 
| markets may dent the upturn in Europe's 
economies, but it is unlikely to push 
them apart. Currency pegs within the 
| euro-zone have not come under pres- 
sure. Indeed, as speculators pick off the 
currencies on Europe's fringes, Swedes 
and Danes may start reconsidering their 
decision to stay out of EMU. 

To see the benefits of belonging to the 
euro-zone, look no further than Finland. 
|, During Europe's big currency crisis in 
| 1992-93, the Finnish markka was an 
early victim. It seems an obvious target 
this time too, since Finland is exposed to 
both Russia’s crisis and plunging com- 
modity prices. But because Finland is set 
to join EMu, the markka has remained 
rock-solid, with interest rates low. 

Life outside the euro-zone has been 
far less certain. Finland's Nordic neigh- 
bours that are staying out of EMU have 
seen their currencies weaken and their 
borrowing costs rise. Norway has been 
| worst hit. Although it has jacked up inter- 
|! est rates to defend the krone, Norway's 
currency has collapsed along with the 
price of oil, its main export. 
| Even Sweden and Denmark, whose 
| economies are largely unaffected by Rus- 
sia or commodity prices, have suffered. 
The Swedish krona has slumped. Den- 
| mark, which escaped the currency crisis 





in 1992-93 relatively unscathed, has had 
to intervene heavily in foreign-exchange 
markets to protect its peg to the p-mark. 
It may soon have to raise its interest rates, 
as its currency is “on the edge of a cliff”, 
says Katharina Hoyland, an economist 
at J.P. Morgan. And in all three Nordic 
*outs", long-term bond yields have risen 
relative to German yields, as investors 
demand a premium for buying debt in 
riskier currencies (see chart). 

As they consider the costs of staying 
out, many Scandinavians are reconsid- 
ering their opposition to EMU. The 
Danes are debating the issue again. In 
Sweden, which goes to the polls on Sep 
tember 20th, Carl Bildt, the leader of the 
main opposition party, has pledged to 
fight for Emu entry. Although no deci- | 
sion is likely soon, the longer the cur- 
rency chaos goes on, the stronger the case | 
for joining the euro may appear. | 
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he West or to the new government - 
unes a | 

To the governments, insist the insurers. 
Guido Pastori, a director of Generali, says 
his company has always refused to pay 
claims on East European insurers. He 
points out that, unlike the Swiss banks, 
which have been sitting on the dormant as- 
sets of victims for five decades, insurers in 
Eastern Europe lost the money belonging 
to victims when the Communists 
nationalised them. 

Yet East European governments have 
never accepted responsibility. Immedi- 
ately after the war, the Czech government 
gave all policyholders 15 days to come for- 
ward with claims or lose them forever. Po- 
land instructed its state insurance monop- 
oly, Pzu, to pay only policyholders still 
residing in Poland. *People in other coun- 
tries had to claim from the head offices of 
foreign companies," says Adam Taukert, a 
spokesman for PZU. | | 

To western insurers, that reasoning 
seems specious. “You can’t have the insur- 
ance sector bearing the burden of Eastern 
Europes Communist nationalisations,” 
says Christopher Worthley, a spokesman 
for Allianz, the biggest German insurer and 
owner of RAS. Still, for now, obligations are 
most likely to default back to the western 
insurers, if only because, unlike the eastern 
insurers, they do enough business in Amer- 
ica that they cannot run the risk of regula- 
tors there shutting them down. 

Even so, eastern liabilities would hit 
each insurer differently. Swiss and French 
insurers, which underwrote few policies in 
Eastern Europe, and Allianz, which has set- 
tled most of the claims against it with help 
from the German government, would be 
barely affected. Generali, which has records 
of at least 300,000 outstanding policies, 
mostly from Eastern Europe, has more to 
worry about. The company tried to cap its 
liabilities last month by settling a class-ac- 
tion suit for $100m. But on August 28th 
Generali’s board added the condition that 
regulators and the proposed commission 
must accept this sum as final. 

Even if the question of who is liable 
were settled, how much the claims are 
worth would remain anyone’s guess. The 
World Jewish Congress estimates the cur- 
rent value of Holocaust victims’ life-insur- 
ance policies at up to $2.5 billion. A study 
commissioned by Generali, by contrast, 
reckons that a typical policy from Poland 
or Hungary is now worth a fraction of a 
cent. One problem is that most of the poli- 
cies were issued in such currencies as Po- 
land's marka or Hungary's pengo, which 
vanished long ago in inflationary mael- 
stroms. The pengo, for instance, was re- 
placed by the forint in 1946 at 400 quintil- 
lion to one. The proposed commission 
faces a Herculean number-crunching task. 
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Investment banking 


Against the tide 


FRANKFURT AND LONDON 


FINANCE AND ECONOMICS 


A third wave of European investment banks is poised to take on America's 
"bulge-bracket" firms. Their timing could be better 


RISING swell and darkening skies are 

rarely a good signal to put to sea. Yet 
skippers at several European banks seem 
intent on launching new investment-bank- 
ing operations in the teeth of mounting fi- 
nancial gales. 

They are not the first to take on Ameri- 
ca's "bulge bracket"—the Wall Street firms 
whose pockets have bulged with profits as a 
result of their domination of the industry. 
First British banks such as NatWest and 
Barclays, and later German ones such as 
Deutsche and Dresdner, have come un- 
stuck in this slippery business. Now a third 
wave of would-be European investment 


banks—Commerzbank, Westdeutsche 
Landesbank (West LB) and Rabobank— 
think they can do better. 


For the industry’s lavishly paid employ- 
ees, this is a blessing indeed. After a gloomy 
winter of sackings and shockwaves from 
Asia, the labour market is getting tighter. 
Second-tier American firms such as 
Donaldson, Lufkin & Jenrette (majority 
owned by AxA-UAP of France) and Salomon 
Smith Barney (part of a newly enlarged 
Citigroup) have been rushing to catch up 
with the American houses that expanded 
into Europe in the 1980s. European houses, 
such as Paribas, a French bank with a solid 
debt business, have also been hiring. The 
new wave of European banks have heated 
the job market still further. Whether these 
banks are doing themselves or their share- 
holders a favour is less clear. 


Flashy of Frankfurt 


Flashiest of the lot is Commerzbank. Rec- 
ognising that it is a latecomer to the indus- 
try, the firm says it plans to build a new 
kind of investment bank Mehmet 
Dalman, a hotshot banker poached from 
Deutsche last year to build the new opera- 
tion in London and Frankfurt, says 
Commerz plans to be the first investment 
bank driven by “financial engineering”. Mr 
Dalman effervesces about the technicians 
he is hiring to cook up complex derivatives 
and cunning tax manoeuvres, so helping 
companies to raise cheaper money in the 
capital markets. In the first half of this year, 
he hired more than 200 people. He plans to 
recruit 360 more by year-end. He insists 
that the recruits are drawn by the excite- 
ment of working for such a visionary new 
bank, but the generous terms he is offering 
cannot hurt. Insiders at Lloyds TSB in Lon- 
don, where a raid removed all but one of 
the interest-rate derivatives team, sniff that 
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not only is Commerz offering huge salaries 
and guaranteed bonuses, but that targets 
for return on capital are much less de- 
manding at the German firm. 

Whatever it takes to recruit staff, how- 
ever, Commerzbank’s greater challenge 
will be to convince its German customers 
that they really need the sophisticated ser- 
vices Mr Dalman and his eggheads plan to 
offer. If not, the new venture risks peeling 
apart, as Deutsche's poorly integrated ef- 
forts did before. Mr Dalman is aware of the 
danger. He asserts, unconvincingly, that his 
unit is so expensive that Commerz manag- 
ers in Frankfurt who deal with customers 
will simply have to use it. Such buzz con- 
trasts with the caution that prevails in 
Frankfurt, where investment banking is 
considered at best a necessary evil forced 
on the bank by competitors. 

West LB, the other German bank in the 
third wave, is more circumspect. It has con- 
centrated on building operations in Eu- 
rope, buying smaller firms with the re- 
quired expertise—Panmure Gordon, a 
British equity specialist, in 1996, and Quo- 
rum, an asset-management firm, in 1997, 
which it has added to West Merchant, a 
British investment bank that it bought in 
1989. Its efforts are helped by the high 
credit rating it enjoys thanks to being 
owned by a regional government, some- 
thing that is the target of a (so-far unsuccess- 
ful) legal attack by private competitors in 
Germany. 


ALES 


Another wave, another soaking 


Rabobank, the Dutch member of the 
third wave, owes its unusual skills to its 
19th-century roots as a group ofagricultural 
co-operatives. The firm concentrates its in- 
vestment-banking services on food and 
agribusiness, although it has recently 
added health care and financial institu- 
tions to this list. This latter sector is espe- 
cially ambitious, as competition among 
more established banks to advise other fi- 
nancial firms is intense. 

Rabobank hopes that its triple-A credit 
rating (itis theonly private-sector bank that 
has this status) will give it an introduction 
to customers through the derivatives mar- 
ket, where it arranges transactions such as 
interest-rate swaps for other financial firms 
and government agencies. This, however, is 










Rank outsiders 


World underwriting league tables 
First half 1998 ranking 





Equities* — Bonds* 
Rabobank | d 30 ¥ 34 7 
Westdeutsche Landesbank 42 23 


Unranked 15 
*Isued outside domestic markets 


Commerzbank 
Source: Capital DATA Bondware 






a commoditised business, dependent 
largely upon price, compared with corpo- 
rate finance, where relationships between 
bank and adviser are tight and long- 
standing. 

Will these three banks fare any better 
than their predecessors? Probably not. By 
several measures of industry muscle (see ta- 
ble), none is even close to the top ten, let 
alone among the half-dozen or so that di- 
vide up the lion's share of the industry's 
profits. Plans laid during what now looks to 
have been the final days of the longest bull 
market this century may no longer seem as 
compelling as they once did. 
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NFEEBLED by communism and rav- 
aged by hyperinflation, the country 
was on its knees. The new government 


| made a desperate bet: it fixed its currency 


to a well-trusted foreign one through a 
currency board, meaning that it could is- 
sue local money only to match exactly its 
puny gold and hard-currency reserves. 
Under this tough but transparent regime, 
confidence returned, inflation tumbled 
and the economy revived. 

A fairytale from Russia's future? Sadly 
not. The story is from elsewhere in the ex- 
Soviet empire: Estonia, which pegged its 
new currency, the kroon, to the p-Mark in 
1992. Bulgaria acted similarly in 1997. 
Many influential Russians (and their for- 
eign friends) hope that a currency board 
could work the same magic in Russia. 

The discipline imposed by a currency 
board is certainly sadly lacking in Russia, 
whose central bank is about to go on a 
money-printing spree as it bails out well- 
connected but badly run commercial 


|. banks. Collapsing tax revenues, and po- 


litical pressure for higher spending, will 


make the printing presses spin faster still. 
Hyperinflation looms once more. 

À currency board would, at a stroke, 
make hyperinflation impossible. The rou- 
ble could be pegged at, say, ten to the dol- 
lar; new roubles would be printed only 
when someone with foreign currency 
wished to buy at this rate. Every rouble 
would be backed by a corresponding ten 
cents in the central-bank vaults. If the peg 
held, the rouble would become as safe as 
ifit were the dollar—which it would in ef- 
fect have become. There could be no more 


dramatic way for Russia to re-establish 


confidence in its currency. 
Could it work? The answer is almost 


| E certainly no. The biggest difficulty is how 
^1 a currency board responds to capital out- 


| flows. Under a currency board, any out- 


flows would immediately shrink the 


| money supply, sending interest rates sky- 
| high. In Russia's underdeveloped finan- 
| cial system and fragile economy, that 


———— MÀ ver 
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5 would be excruciatingly painful. And it 
would be aggravated by the country's 


rocky public finances. Currency boards 
make it impossible for governments to fi- 


nance budget deficits by printing money. 


Yet Russia's deficit remains unpredict- 


_ ably out of control. With every missing ko- 


peck having to be borrowed at punitive 
rates, the pain could be intense. 
Even if this could be tolerated some- 
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| af all else fails, try a currency board? In Russia, it would almost certainly 
-create more problems than it solved 





how, it remains questionable whether a 
currency board would suit Russia's econ- 
omy, which is heavily dependent on the 
export of commodities, and so vulnerable 
to external shocks such as this year's tum- 
bling oil price. A large, rigid economy 
may need a flexible, not a fixed exchange 
rate, because other adjustments, in nomi- 
nal prices and wages or in increased pro- 
ductivity, are harder to make. 


i 
i 
i 
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Simple arithmetic also tells against 
the notion in Russia. At the rouble's cur- 
rent exchange rate, the central bank 
barely has the hard cu rrency to back exist- 
ing rouble notes and coins (see chart). In 
Russia's dire circumstances, the reserves 
would need to cover more than physical 
cash--at least a broader money measure 
that includes commercial-bank deposits 
with the central bank. No doubt the short- 
fall could be bridged by western grants 
and loans. But these are hardly likely to be 
forthcoming now. 

High inflation might close the hole 
from the other side, by further destroying 
the dollar value of Russians’ rouble sav- 
ings (they have fallen from $25 billion to 
$12 billion in two weeks). If the exchange 
rate halved again, a Russian currency 
board's finances might look more practi- 
cal. Or, as suggested by Brunswick War- 
burg, a Moscow-based investment bank, 
there could be a temporary freeze on 
household accounts, stopping Russian 
savers from immediately turning their 
roubles into dollars—a course followed 
by Argentina when it introduced its cur- 
rency board. 





An even bigger problem with super- 
imposing a currency board on Russia's 
monetary system is the country's rickety 
and perniciously corrupt banking sys- 
tem. Estonia ruthlessly bankrupted its 
dodgy banks when its currency board 
came in. Russia's central bank has been 
notoriously slow in doing so. It is hard to 
see it acting differently without deter- 
mined political support—unlikely in a 
country where so many politicians are 
unhealthily close to the tycoons who own 
the banks. A currency board, unlike a nor- 
mal central bank, cannot bail out banks, 
so that a failure by one bank could bring 
down the country's whole financial sys- 
tem. Squeaky-clean and ultra-rigorous su- 


pervision of commercial banks is there- 
fore vital to its success. Fat chance of that- 


in Russia. 


Monopoly money 
The deeper problem, however, is not 


about suitability, timing or cash. It con- - 
cerns Russia's political culture, in which - 
every independent public institution - 


seems fated to be corrupted and sub- 


orned. How could a currency board bei in- 


sulated from this? 


The obvious starting point is to res. 
move the potential for misbehaviour. - 
Many currency boards retain some influ- - 


ence over the money supply, for example, 
by varying the minimum levels of com- 
mercial banks’ reserve deposits with the 


central bank. This might have to be for- 
bidden (the deposits might even be held — 
by a third-party trustee). Second, the cur- |. 











rency board's assets could be strictly lim- Ae 
ited to exclude locally issued securities, E 


which some more Eee 





eigners with the bulk of skabe oe held T 


outside Russia. 


A currency board along these lines. 


might just open western coffers one more 
time. It might even work. But it is surely 


politically impossible. A grim winter of 


hyperinflation and recession might in- 
crease public acceptance of something so 
radical and humiliating. What Russia's 
leaders would think, however, is a differ- 
ent matter: the existing financial system 
has enriched many, and continuing 
chaos offers plenty of lucrative opportu- 
nities for the nimble, well-connected and 
unscrupulous. If that were to change, a 
currency board for Russia would be more 
plausible—but also less necessary. 
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Arab Bank Group 


Balance Sheet as of 30 June 1998 and 1997 





Assets 1997 
USS (000) USS (000) 
Cash and due from banks 5 873 007 5 882 535 


Government and trading 
securities | 140 718 


Loans and advances, net 7789448 7087599 
Long-term investments, net | 763 958 | 523 818 


Fixed assets, net 142 486 108 950 





Other assets 452 882 359 59] 


Total Assets 17162499 15916117 

| | E seed Customers’ liability on guarantees, letters 
of credit and other contingencies 8749088 5203701 
Total 22911587 21 119818 

() | E Liabilities and Shareholders’ Equity 














USS (000)  USS('000) 








Customer deposits 11381248 10571772 
() Bank deposits 3 180 651 3 004 504 
Other liabilities | 01042473 953 143 


Total Liabilities 15604372 14529419 











In 1930 we planted the seed of future 146 957 65,897 
th to aid the | | le in th | Statutory reserve 79 532 78 766 
growin to al e local peopie in the region Voluntary reserve 196 285 218 836 
in their endeavours to build a comfortable General reserve 853 487 738 626 
and secure future. The seed has grown, Reserves with associated companies 343 378 310 944 
| ' i Retained earnings 2220 483 
enabling us to give financial assistance on | 
Total 1 621 839 
a global scale to many people around the Translation adjustments (63 712) (45 854) 





world. To date we have over 370 branches Total shareholders’ equity 558 127 1 386 698 


and offices worldwide, and our asset 
Fotal liabilities and shareholders’ equity 17162499 15916 ll 





strength has never been stronger leaving Guarantees, letters of credit and other 
us in a prime position to greet the contingencies 5749088 520370) 


millennium with open arms. Total 22911587 21119818 


Call us at any of our following major centers: 
Amman (6) 4638161, Ramallah (2) 298 2400, Bahrain (97/5) 


Frankfurt (69) 242590, London (1 115 8500. New York (212) 


Pans (01345 61 60 00, Singapore (65) 533 0055, Sydney (2) ' 


Vienna (135134240. Zunch (1) 265 7111 








©1998 Mobil Corporation 


Over 200 airlines depend 
on a flying horse. 


z Actually, this story begins with the 
Qe first flying people. Mobil lubricants 


were used in the first aeroplane ever, and 
today our jet oils are in nearly half of 
the world's commercial airliners. Pilots are 
fanatical about reliability (they can't exactly 
pull over to the side of the road), so we're 
proud to have earned their trust. But then, 


we've worked for it. Mobil scientists are the 


pioneers of synthetic lubrication, which is 
especially valued in the sky. Jetliners reach 
35,000 feet in minutes, while temperatures 
plunge to 40 below zero, a serious test for an 
oil. As a passenger, you don't think about 
that, but it's the kind of extreme that Mobil 
research thrives on. Needless to say, it has 
lifted us to altitudes our marketing department 


likes too. Learn more at www.mobil.com. 
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Mobil The energy 


to make a difference. 
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SCIENCE AND TECHNOLOGY 


The sweet smell of success 


The technology of odours is big business. In three related articles, we look at 


new ways to make perfumes, 


e genetic engineering of flowers for scent and 


colour, and the use of electronic “noses” 


EAN-BAPTISTE GRENOUILLE, the virtu- 

oso fragrance maker of Patrick Süskind's 

novel “Perfume”, dreams of becoming 
the “omnipotent god of scent”. Grenouille’s 
ambition—and terrible success—is to con- 
coct a perfume “so indescribably good and 
vital that whoever smelled it would be en- 
chanted and with his whole heart would 
have to love him... to the point of insan- 
ity.” In other words, a perfume very much 
like a drug. 

Fiction, of course. But not that 
far off the mark. For though the 
medicinal powers of perfumes 
have fallen out of favour in mod- 
ern medicine—an 18th-century 
physician might have sworn by 
the therapeutic properties of 
aqua mirabilis, the forerunner of 
eau de cologne, but it is rare to 
find a modern doctor who will 
prescribe aromatherapy as read- 
ily as antidepressants—the ca- 
pabilities that perfumes have to 
alter moods are not despised by 
modern scent-makers. IFF Indus- 
tries in New York, for example, 
runs rigorous trials to gauge the 
emotions and memories inspir- 
ed by its fragrances. A perfume 
that arouses fear and loathing is, 
after all, unlikely to become a 
best-seller. 


Driven to extraction 


Perfumes are like drugs in other ways too. 
In both cases, producers rely on constant 
supplies of new molecules to test (most of 
them are rejected). In both industries, 
developing the molecules that look promis- 
ing into products is costly and long- 
winded (even though scents do not need to 
go through decade-long clinical trials, it 
can still take three or four years to bring a 
compound from the laboratory bench to 
the perfume counter). As a consequence of 
this, both industries have to invest heavily 
in research and development. And in some 
cases, at least, the perfume industry is turn- 
ing to its pharmaceutical cousin for new 
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techniques to speed up that research. 
Although fragrance makers go to great 
lengths to attach romantic images—dew- 
dappled flowers, virgin forests and so 
forth—to their products, most of the aro- 
matic molecules that find their way into 
these products are the result of unsenti- 
mental organic chemistry. Traditional per- 
fume-making techniques, involving the ex- 
traction of essential oils from plants (and, 





in days gone by, from the anuses of a mon- 
goose-like African animal called a civet), 
are saved for only the finest of fragrances. 
This is largely a matter of price. A kilo- 
gram of rose oil (which admittedly con- 
tains around 300 different odour mole- 
cules) costs $5,000. But its chief constituent, 
phenyl ethyl alcohol, can be made in a fac- 
tory for $10 a kilogram. And, while even un- 
trained noses can tell the difference be- 
tween a complex oil and a simple synthetic 
when it is dabbed on someone's wrist or 
neck, the vast majority of fragrances made 
these days go not on to peoples' bodies but 
into such unglamorous products as air 


fresheners and laundry detergents, where 
fine distinctions are usually irrelevant. 

That does not mean, however, that na- 
ture cannot supply the inspiration. For in- 
stance, headspace sampling, originally in- 
vented in the 1970s but only now being 
widely applied, is yielding a rich harvest of 
new scents from sources almost as surpris- 
ingasa civet's bottom. The process involves 
sticking a jar over the object to be sampled 
and sucking the surrounding air (known as 
the headspace) through a charcoal or silica 
filter. Organic molecules of the kind that 
make up scent stick to the filter, and can 
then be sorted using a machine called a gas 
chromatograph. As each group of mole- 
cules comes out of the chromatograph, a 
professional perfumer takes a whiff and de- 
cides whether the substance in question 
has a distinct and interesting new smell. If 
it does, other samples of it are purified to 
find out exactly what it is, so that it can be 
synthesised in bulk. 

If it then passes tests for toxic- 
ity and biodegradability, it goes 
into the company’s smell bank— 
not, these days, a rack of phials 
(decidedly passé in a modern 
chemistry laboratory) but a com- 
puter database. Its molecular 
structure, along with descrip- 
tions of its scent, how it reacts 
with other molecules, and its 
“hedonics” (the moods it creates) 
are stored there until required. 

Givaudan-Roure (the  per- 
fume arm of Roche, a Swiss drug 
company) has 20,000 different 
scent molecules in its library. So 
does Quest International, the fla- 
vour and fragrance subsidiary of 
ICI. When a perfumer from one of 
these companies wants to con- 
coct a new scent, he types his de- 
sires into the computer and a set 
of suitable candidates pops up 
on à screen. 

The growing sophistication of head- 
space sampling means that fragrance hunt- 
ers no longer have to rely on samples being 
brought to their laboratories. Instead, they 
can go, like their pharmaceutical cousins, 
on expeditions to far-off lands in search of 
new molecules. Givaudan-Roure's team, for 
example, has spent the past two years in 
Guyana, trapping the rainforest air to see 
what is in it. To date, the company has iso- 
lated 30 new odour molecules—and the re- 
search has already paid off. The scent of one 
of the flowers "captured" in the sample has 
been reconstituted and now makes up the 
bulk ofthe newest perfume released by Ger- 
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SCIENCE AND TECHNOLOGY 


Blooming biotech 


EMEMBER the smell of geraniums? 

You're lucky if you do, since most 

commercial varieties are now so highly 

bred for their appearance that they have 

| lost their scent. Rodney Croteau, at Wash- 

| ington State University, and his collabo- 

rators at Novaflora in Philadelphia, are 

| intent on putting the smell back into such 

modern, scentless flowers—courtesy of ge- 
netic engineering. 

Dr Croteau studies the genetics of ter- 
penoids—one of the three groups of mole- 
cules that give flowers their smell—and he 
has identified the gene for an enzyme 
called limonene synthase, which plays a 
critical role in terpenoid production. No- 
vaflora’s researchers have just managed to 
introduce this gene into the cells of petu- 
nias, which normally lack it. Now, they 
await the blooming of the first flowers 
grown from these cells, to see if the gene 
will work in its new home. If it does, the 
petunias will smell of lemons—and the 
| way will be open to alter the scents of all 
| sorts of other flowers, by fitting them out 
| with new terpenoids. 
| Whether people will want unfamiliar 
| scents in their flowers remains to be seen. 
| Butsincethe 17th century, when Dutch in- 
vestors went mad, and often bankrupt, in 
| pursuit of unusual tulips, they have cer- 








It's blue, honestly 


tainly shown that they want new colours. 
Researchers at Florigene, a company 
based in Melbourne, Australia, may not 
yet have come up with a black tulip, but 
they do now have a blue carnation. They 
created it by introducing the gene for an 
enzyme called flavonoid-3-5-hydroxy- 
lase which they pinched from petunias. 
This enzyme converts the pigments of car- 
nations—which turn the petals of those 
flowers pink, red, yellow or white—into 
the blue and mauve found in violets. 

At the New Zealand Institute for Crop 
& Food Research, Kevin Davies and his 
colleagues have been trying a different ap- 
proach. They are using "antisense" tech- 
nology (which blocks the activity of par- 
ticular genes by gumming up translation 
of their messages into useful proteins) to 
produce stripes and swirls in lisianthus, a 
popular ornamental flower. No one 
knows just how this yields such pretty pat- 
terns, but Joseph Mol and his colleagues 
at the Free University, Amsterdam, are 
probing the biology behind the beauty. 

Although technically demanding, 
such genetic engineering can produce 
new flower varieties much faster than tra- 
ditional selective breeding. And the fi- 
nancial rewards can be considerable. | 
Florigene's blue carnations currently sell | 
for up to twice the price of their “natural” | 
counterparts. Just think how they might | 
do if they also smelt of lemons. 








man fashion house Hugo Boss. 

Headspace sampling is also being used 
nearer home, to bottle very basic human 
odours. George Dodd and his colleagues at 
Kiotech, a fragrance biotechnology com- 
pany in London, have isolated and syn- 
thesised half a dozen scent molecules from 
human sweat. Not surprisingly, these sub- 
stances—called pheromones—smell much 
like the animal musks that go into many 
perfumes. Dr Dodd reckons, though, that 
because his molecules are human in origin, 
they will have a far more Grenouille-like 
appeal for those who smell them than, say, 
extract of musk deer. 

To find out, Kiotech is measuring hor- 
monal responses to the pheromones in a 
laboratory. But the proof of this pudding is 
clearly in the eating, and Scentech—a spin- 
off from Kiotech—is also carrying out field 
trials in London nightclubs to gauge the 
pheromones’ “pulling power". 

Not all of Kiotech’s pheromones are in- 
tended to arouse. One of them, a steroid 
with the scent of sandalwood, seems to 
calm the mildly anxious. Clinical trials of 
this substance are just beginning, and Dr 
Dodd is hoping to convince the British reg- 
ulatory authorities to license it as a drug 
(pharmaceutical, rather than recreational). 
Users would be well-advised, though, to 
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keep their “tranquillising” and “pulling” 
perfumes clearly labelled. 

Another technique that fragrance mak- 
ers such as IFF and Quest are keen to de- 
velop is combinatorial chemistry. This in- 
volves bolting a limited number of 
molecular components together in lots of 
combinations, in order to yield thousands 
of different molecules. 

To be useful, though, combinatorial 
chemistry must be combined with some 
way of sorting the molecular wheat from 
the chaff. Such methods, known as high- 
throughput screens, are available for drugs 
(the candidates are “thrown” at small sam- 
ples of the bodily molecules or cells that 
they need to interact with, to see what 
sticks). They are still, however, lacking in 
the fragrance industry. 


Scents and sensibility 


Not for much longer. The key lies in isolat- 
ing the proteins—known as olfactory recep- 
tors—that are at the sharp end of the sense 
of smell. There are reckoned to be around 
1,000 of these receptor proteins, each able 
to detect a small number of different scent 
molecules. When a molecule tweaks a re- 
ceptor, the cell containing it sends a signal 
to a bit of the brain called the olfactory 
bulb. This relays the impulse to other brain 


centres, where it is processed alongside sen- 
sations such as taste. 

Figuring out which receptor binds to 
which odour molecules, however, is tough. 
Until recently, isolating a sufficiently large 
and pure sample of a single receptor pro- 
tein for the experiment has been impossi- 
ble. But earlier this year, Stuart Firestein 
and his colleagues at Columbia University 
were able to do it by smuggling extra copies 
of the gene for one particular receptor into 
some rats (they hid the gene copies inside 
viruses). More gene copies meant more re- 
ceptor protein—enough for Dr Firestein to 
show that the protein in question was sen- 
sitive to a fatty-smelling chemical called 
octyl aldehyde. 

That technique can now be extended to 
the other receptor proteins, providing the 
raw material for a high-throughput screen 
for scent molecules. Indeed, researchers at 
Givaudan-Roure (using a different, and as 
yet secret, version of the technique) have al- 
ready identified a human receptor that in- 
teracts with one of the odour molecules in 
their electronic library. 

Dr Firestein, however, thinks he can go 
further. By examining particular receptors, 
and the odour molecules to which they are 
sensitive, he believes that it should be possi- 
ble to design new molecules that will bind 
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: overnments are discovering that working with the private sector to 
nanage industrial pollution can be more cost-effective than a traditional | 
ommand and control approach. Companies are learning that such 
collaborative approaches can trim costs, improve quality, and enhance 
their public image. This dialogue will bring together government and 
private: sector representatives to highlight successful SBDIURCNQE and 
lessons for managing pollution around the world. 
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to expose participants to and get them — a co 
actively involved in discussion of the Yu 
most recent concepts and tools 
regarding enterprise reform and 
privatization, with emphasis given to 

government policies supportive of er 
private sector development and to expért 
measures for sustainable enterprise "ur 
restructuring, corporate governance, i 
and privatization. interi 









ould Participate: Corporate executives, government officials, 
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enda: The dialogue wili explore government and business experiences in: 


n ncing profitability through * Managing environmental liability 
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a * Removing barriers to and promoting 
Designing environmental incentives for environmental 
information disclosure programs innovation 


Fees: Residential: 


US$ 500 per participant from World Bank borrowing countries, 
and US$ 1,000 for others. 

includes lodging, breakfast, and health insurance. Trável and 
subsistence are additional. Non-residential: US$ 200. 















lopic Coverage 
Week One will cover major policy 
issues in enterprise restructuring and 
privatization. Week Two will focus on — 
practical methods for managing —— 
successful privatization and 
restructuring projects. 


; Application Deadline: September 30, 1998 








For more details contact: Ms. Angela Gamez; Tel; (1202) 4 473 6464; 
Fax: (1-202) 676 0959: E-mail: agamez@vworldbank. org: 
www.worldbank. Srofedtlpubprivioc htm oe contains “PRPIC HON form) 
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dpetkoski@worldbank. org, or send a fax to D. Perkoski 





S C H (cy 
M AN AGE 


| p^ the PRAE and the he skills. ( 
z that I d aud ion be with me for ife. 










TN GOP RAM. | 0 


tiRvReevsattaAsA 4 Nesavsensa ee SNARE REO ENE EEE ERNE NEA EERE TOME FETED ERR EROS ERENT EER EDRE RAEN 







-| Last name : UTE Hirst name 5... cess ken ond Moses wid 
Date of birth : uS q ned oss Nationality S. Los eed ELA baa ko eui 
Address: . . . | 






eV RES Re UNS E SESS. ooo IN SY Ter s BL, CIUS ED ae Tena anie AUR APR ca oR oe CES “wt BME o pa, wea E DR gn e s 
* 9 9 * 3 2» v» €  c& k t $ d » i & » f£ 


Se 8 vw ot o4 * eR how os ge | CT? 


EGLI MELLE MEL LIMICXUUXeX-2 au 





s: r UE. 78351 i Gedex - 






-F »om o» s 0 * o9 o3 4 9 t o£ 4 x Dos 8 o9 e ow o9 x4 3» » Y $ dii 






PE 
^ 
. 





| tes 
RN AREF 
4 ^ = 









bd 7 a. . ' 
E IR C 

‘oS 
v 













SCIEN 
particularly tightly to their target receptors. 
According to Avery Gilbert, former vice- 
president of sensory psychology at Giv- 
audan-Roure, such molecules might be 
used to imitate the smell of food—trigger- 


ing receptors dulled by age and thus reviv- 
ing old people's flagging appetites. Dr 
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The signal that is sent to the brain re- 
sults from the act of binding. The molecule 
has to unbind again before a second stimu- 
lation can take place. Thus, if you design a 





Artificial noses 


Nowt to sniff at 


Wine-tasting will never be the same again 


UPLICATING human senses is a tricky 
engineering problem. Anyone wish- 
ing to do it must imitate both the organs 
that capture sensory information and the 
brain cells that interpret it. Workers on arti- 
ficial vision and hearing have the advan- 
tage that the sensory parts of their equa- 
tions—cameras and microphones—have 
been around for ages. Makers of artificial 
noses, however, must start from scratch. 
The possible applications of an artifi- 
cial nose are legion. Medical diagnosis 
(which relies more on a doctor's sense of 
smell than most patients realise) could be 
speeded up. Landmines could be detected 
from the odour of the explosives they con- 
tain. Vineyards and breweries could have 
the quality of their products monitored on 
the fly. And a sniffer located over the scales 
at a supermarket checkout could tell the 
cash register what sort of fruit or vegetable 
was in the pan, and therefore how much to 
charge. According to some analysts, the 
world market for these types of devices 
would be worth about $4 billion a year. 
Such artificial noses as now exist usu- 
ally rely on electrically conducting poly- 


R2 


LILM 


E AND TECHNOLOGY 


Tt 


- 4 : 
, LÁ ES 


molecule that binds tightly enough to a re- 
ceptor, you have an “anti-scent”—a mole- 
cule that won't let go so as to permit a bona 
fide scent molecule to do its job. 

In years gone by, the role of perfume 
was as much to cover up unpleasant smells 
as to be attractive in its own right. Even to- 
day, one of the main markets for cheap fra- 
érance is to disguise nasty niffs. Anti-scents 
could do that job perfectly. No more so- 
called air-freshener in the loo. With an anti- 
scent, the smallest room could have the 
smell of nothing whatsoever. 


mers (long, chain-like molecules) to dupli- 
cate the receptor proteins inside a real nose. 
There are about 1,000 different receptor 
proteins, each of which responds to a hand- 
ful of odoriferous molecules. The brain is 
able to integrate the signals these proteins 
give out in response to particular mixtures 
of molecules and recognise the substance 
as, say, coffee. 

By making a series of detectors out of 
various polymers which react differently to 
particular mixtures of molecules, it is possi- 
ble to mimic this arrangement—though 
with many fewer receptors. Its reaction 
with the odour molecules changes a detec- 
tor's electrical resistance, and this signal is 
fed into a neural net (the closest that com- 
puter technology has got to imitating the 
pattern-recognising abilities of networks of 
nerve cells) to work out what is being smelt. 
Only a few polymers, however, conduct 
electricity, and so the range of chemicals 
that can be detected is limited to those that 
will react with those polymers. 

At the California Institute of Technol- 
ogy (Caltech), Nathan Lewis is building on 
the idea of conductive polymers by adding 






carbon black (in essence, soot) to the poly- 
mer. This provides the necessary variety of 
response because the task of conducting the 
electricity is taken over by the carbon black. 
The resistance of a detector changes as the 
polymer swells in response to its reaction 
with the odour molecules and thus alters 
the connections between the particles of 
carbon black. That means that a whole 
range of polymers which do not conduct 
electricity (such as most common plastics) 
can be brought into play. With a big enough 
range, almost any airborne molecule will 
react with at least one of them. 

Dr Lewis's current prototype has 17 sen- 
sors. The result, when fed into a computer, 
is a 17-dimensional picture of whatever 
scent is blowing over these sensors. With 
the aid of some mathematical finagling 
this picture can be reduced to a mere three 
dimensions, for display to a human oper- 
ator. Once the computer has learnt what's 
what, it can recognise and compare smells, 
or can give its human operator the chance 
to do so. If two scents are closely related—a 
designer perfume and a cheap impostor, 
for example—their profiles will be similar, 
but not identical, and the pictures will be 
visibly different. As Dr Lewis puts it, pure- 
polymer detectors see only in shades of 
grey; the carbon-black composites, with 
their vast range of polymers, provide the ol- 
factory equivalent of colour vision. 

The other new technology in develop- 
ment uses colour in a rather more literal 
sense. The so-called *optical nose" is being 
built by John Kauer and David Walt, at 
Tufts University, near Boston. In one re- 
spect—its reliance on the absorptive quali- 
ties of plastics—it is similar to the design 
used by Dr Lewis. But instead of producing 
an electrical signal when it is tickled, the 
optical nose sneezes light. 

The nose’s sensors consist of micro- 
scopic plastic beads coated in fluorescent 
dye and perched on the ends of optical fi- 
bres. Each bead is doped with a mixture of 
chemicals that become electrically charged 
in response to odour molecules—and that 
charge alters the colour of the dye. By dop- 
ing beads with different mixtures, a range 
of responses to a given combination of 
odour molecules can be obtained. The 
changing colours are transmitted through 
the optical fibres to a camera, and thence 
fed into a neural net for analysis. 

Naturally, both research groups have 
their commercial arms. The aptly named 
Cyrano Sciences, based near Caltech in Pas- 
adena, plans to put a hand-held device 
based on Dr Lewis's technology on the mar- 
ket in July 1999. Illumina, located further 
south in San Diego, hopes to have a com- 
mercial version of the optical nose ready 
abouta year later. Perhaps a blind test ofthe 
nose of the world's best wines could then 
decide which technology is the true master. 


i a docti nu dlc. 


THE ECONOMIST SEPTEMBER 5TH 1998 


MOREOVER 





It's stupidity, stupid 


Fart jokes, cripple jokes, race jokes. Political correctness is out and bad taste 
is in. Has comedy gone too far oris art imitating life? 


HAT’S surprising about the success 

of the Farrelly brothers comedy 
"There's Something about Mary" is not the 
fact that it has been such a hit at the box- 
office—its $110m-in-seven-weeks American 
gross makes it this summers "Full Mon- 
ty"—but that so many people seem caught, 
well, by surprise. As a showcase for gross or 
cringe-worthy jokes about bodily functions 
and forbidden stereotypes, it is the latest in 
a recent spate of cultural artefacts marking 
the legitimation of political incorrectness. 
Put simply, the fashion these days is for cru- 
dity notsensitivity—and not simply among 
the primary market of young males that 
American film and television producers 
have in mind, nor indeed on just one side 
of the Atlantic. 

Evidently, the 12-year-old-boy barrier 
has been breached. It is grown-ups who are 
turning out in droves to chortle at the scene 
where Mary's neighbour french-kisses the 
dog; grown-ups who have made "South 
Park", a late-night cartoon about third- 
grade boys featuring gay jokes, racial slurs 
and a pathetic victim called Kenny who 
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dies in every episode, the highest-rated 
show ever on Comedy Central, a popular 
cable channel; and grown-ups, this time in 
Britain, who have sent Irvine Welsh’s latest 
worm-and-drug-pusher book, "Filth", to 
the top of the bestseller list. 

The humour in these works is neither 
subtle (an episode of “South Park” called 
“Big Gay Al's Big Gay Boat Ride" turns on 
the shame of owning a gay dog), nor nice(in 
“There’s Something about Mary” a cripple 
contorts himself to pick up his car keys). But 
there is no disputing that coarseness has 
struck a chord. What tends to get lost amid 
the leering chuckles or the cries of dismay is 
that the coarseness chord has thrummed, at 
differing volumes, for generations. 

Political correctness itself is a fairly re- 
cent invention, a pejorative late-1980s label 
for a host of different things—many legend- 
ary—linked to the rise of grievance politics 
and related attempts to induce linguistic 
good manners, But you can easily go back 
beyond political correctness and its oppo- 
nents to find cultural precedents for 
“Mary”, “South Park” and “Filth”. 


Mary's now notorious semen-as-hair- 
gel moment, for example, would probably 
never have made it onto the screen had 
Woody Allen not long ago broken that par- 
ticular barrier by dressing up as a large, for- 
lorn sperm in "Everything You Always 
Wanted to Know About Sex" (1972). And the 
fact that, improbably, Mary's stepfather is 
black is funny in the same way that casting 
a black sheriff in Mel Brooks's “Blazing 
Saddles” (1974) was funny. 

Likewise, the cartoon carnage that ends 
each episode of “South Park”, when the 
same character meets different grotesque 
deaths, has echoes of the comic dismem- 
berment suffered by a stupidly obstinate 
knight in “Monty Python and the Holy 
Grail” (1975)—not to mention the cretinous 
head-bashing of the Three Stooges. Racial 
slurs on Tv were a favourite of "Archie Bun- 
ker" in America and "Till Death Us Do 
Part" in Britain, and bodily fluids starred in 
Jerry Lewiss "The Disorderly Orderly" 
(1964) as well as in the British “Carry On 
Nurse" (1959). As for malice, mayhem and 
pervasive nastiness, the great Western 
canon goes all the way back to Euripides. 

Comedy has always found its subject 
matter in transgression, and political cor- 
rectness has simply moved the boundaries. 
Now that there is, or so it seems, more you 
are supposed not to say or do or see, there is 
more to laugh about when someone pushes 
the limits. Put another way, it's funny until 
someone loses a second leg—and then it's 
even funnier. And it's especially funny if 
someone else is doing the saying and show- 
ing, thus shifting responsibility. The audi- 
ences who have made “Mary”, "South 
Park" and “Filth” the hits of the summer 
can say, "That wasn't me who said it, but 
the actor or author." Watching or reading 
these works is a way of rebelling against the 
inevitable strictures of being nice. In the 
dark or silently reading, no one can see you 
feeling naughty and mean. 

If that were all, "Mary" and her ilk 
would not rate a lasting second look. But is 
that all? The best comedy is not just sense- 
lessly rebellious, coarse or cruel but uses its 
cruelty to make a further point. This is argu- 
ably one thing that sets the current crop of 
bad-taste works apart from their less mem- 
orable kindred such as "Porky's" (1982), 
"Police Academy" (1984), and the pure far- 
ces "Airplane" (1980) (remember oral sex 
with the automatic pilot?) and "The Naked 
Gun" (1988). Those earlier films were sim- 
ply dumb—or parodies of dumb films; the 
newer group hides meaning of a kind un- 
der its immaturity. Mary ends up with the 
good guy, the one who loves her for her, and 
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not just for the fact that she looks like Cam- 
eron Diaz (though, goodness, doesn't that 
help). The point of the “Big Gay Al” episode 
of "South Park" is tolerance. "Filth" is not 
just filthy, but a yelp of disgust at social ills. 

These works are certainly in your face, 
but whether they have the satirical impact 
of more than a shaving-cream pie is debat- 


Orchestral conducting 
Beating time 
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HERE have the great conductors 

gone? Chat to orchestral players and 
public at the big international music festi- 
vals these days, and you hear much the 
same groan. Georg Solti, who died just a 
year ago, was the last of a supreme line. 
True, there are still lots of fine maestros 
about—from Britain's Simon Rattle to Ita- 
ly's (or is it Berlin's?) Claudio Abbado. But 
the giants of the profession, so the hand- 
wringers claim, are no more. 

So what is new? Shortly before he died 
in 1957, Arturo Toscanini gloomily re- 
flected that none of his contemporaries 
was "really good"; at least, not compared to 
two idols of his youth, Arthur Nikisch and 
(now all-but-forgotten) Ernst von Schuch. A 
decade or so later the veteran Otto Klem- 
perer, who made his breakthrough in con- 
ducting half a century earlier thanks to 
backing from Gustav Mahler, growled: 
"The mediocrities, they are the emperors 
now." Among those "mediocrities" was 
Solti, then at the height of his powers and 
about to turn the Chicago Symphony into 
what many people judged the world's best 
orchestra—despite fierce competition from 
Vienna and Berlin. 

Something has changed all the same, 
as a fine new biography, "Herbert von 
Karajan: A Life in Music" (Chatto and 
Windus; 851 pages; £30), by a British 
writer, Richard Osborne, makes clear. 
For Karajan-foes, just as passionate if 
not perhaps as numerous as Karajan- 
fans, Mr Osborne will seem too un- 
critical. Wasn't the maestro shockingly ar- 
rogant? Mr Osborne, who knew him well, 
thinks he was rather shy. Hadn't the young 
Karajan been a convinced Nazi? Mr Os- 
borne gives more of this part of the saga 
than anyone before him; enough to show 
that Karajan was no political activist, rather 
an out-and-out opportunist who joined the 
party in the 1930s to help ensure he 
climbed another rung up his professional 
ladder. A familiar tale. 

Two decades later he reached the sum- 
mit. "General music director of Europe", 
Karajan was already dubbed in the 1950s, 
when he simultaneously (albeit briefly) 
held key posts in Berlin, Vienna, Salzburg, 
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able. This is not necessarily their fault. Part 
of the trouble is that on the bodily-fluid 
score and on the lesson-to-be-learned score, 
they face unbeatable competition from the 
real-life folly of the moment: the Bill Clin- 
ton-Monica Lewinsky affair, which almost 
everyone agrees is both none of their busi- 
ness and compulsory viewing. 

—S 


Milan and London. On his 80th birthday 
in 1988, a German newspaper headlined its 
Karajan tribute simply “The Almighty”. 
Karajan was hugely lucky—and so were 
his recording companies. He 
reached the top during (in 
part thanks to) the stereo 
era; they found themselves 
with a “classical” musician 
on their books of pop- 
star allure. The maestro’s 
blue eyes and bronzed fea- 
tures launched a million 




























Karajan learned the hard way 


record covers. Seemingly as much at home 
on the ski slopes or flying his own plane as 
on the podium, he became the darling ofan 
international jet set which did not know its 
Brahms from its Bruckner—but was pre- 
pared to pay the premium prices of the Ka- 
rajan-dominated Salzburg festival to find 
out. A canny and stubborn negotiator, he 
extracted huge fees (for his orchestra too) 
and created a private business empire— 
about which Mr Osborne should have told 
us more. 

When Karajan died in 1989 he left a gap 
no other conductor (not even the media- 
happy Leonard Bernstein, who in any 
event survived only a year longer) had the 


lifestyle, looks and charisma to fill. To that 
extent it really was the end of an era. Anda 
good job too, retort those music-lovers who 
feel a conductor must clearly be suffering, 
or at least be other-worldly, to plumb the 
depths of the greatest works. For them, the 
Karajan legacy is simply a lot of repeatedly 
reissued CDs, doleful advertisers and over- 
priced conductors. 

That is less than half the story, though. 
Mr Osborne does well to remind us of the 
rest because it helps explain why the wail- 
ing about an absence of “great conductors” 
may be more justified this time after all. 
Whatever the public affectation and media 
hype, Karajan really was a superb profes- 
sional musician who learned his technique 
the hard way, in provincial opera houses. 
Such was once the classic school for out- 
standing conductors from Mahler, Nikisch 
and Bruno Walter right through to Solti. 
Not any more; partly because a lot of the 

opera world (even in the big houses of Lon- 
don, Paris and Vienna) is in crisis, partly 
because impatient starters increasingly 
shun the provinces anyway. 
Moreover, once Karajan took over the 
Berlin Philharmonic he stayed with it for 
more than three decades. Perhaps, as 
his critics charge, he polished inter- 
pretations more than deepened 
them. He certainly did little to 
promote contemporary mu- 
sic, unlike less-touted col- 
leagues such as Her- 
mann Scherchen and 
Hans Rosbaud. But he 
remained a perfection- 
ist all the same, striving 
over and over again for 
his "dream sound" to the 
near despair of recording ex- 
ecutives with tight schedules. 
Time was when a close, long- 
term relationship between conduc- 
tor and orchestra used to be common; 
Leopold Stokowski in Philadelphia, 
Serge Koussevitsky in Boston, Toscanini 
with the NBC Symphony to name just a 
few. Now it is becoming pretty rare. 
Even Mr Abbado, Karajan's successor, 
has announced that he does not aim to 
extend his contract as chief conductor of 
the Berlin Philharmonic, once regarded 
more or less as a job for life. Generally 
speaking, playing standards have im- 
proved so that there are plenty of proficient 
orchestras for conductors to move on to. In 
America, for instance, the bands in St Louis, 
Houston or Cincinnati these days fre- 
quently outpoint the so-called “big five"— 
New York, Philadelphia, Boston, Chicago 
and Cleveland. Nor are most orchestras 
prepared to be terrorised for years on end 
by dictators, as the NBC used to be by Tosca- 
nini or the Leningrad (now St Petersburg) 
Philharmonic by Yevgeny Mravinsky. 
Recording work has added to the pro- 


cess of levelling-up. Players under pressure 
to get note-perfect studio performances “in 
the can" quickly fall into the habit even in 
public of avoiding the risk-taking which 
makes for really thrilling concerts. Orches- 
tras inevitably come to sound less distinc- 
tive, albeit at a higher average level of tech- 
nical skill than was common half a century 
ago. Is it any wonder conductors tend to 
sound less distinctive too? A Russian star, 
Valery Gergiev, once a rare and stubborn 
individualist who has become one of the 
fastest-spinning wheels on the interna- 
tional circuit, is a sorry case in point. A re- 
cent advertising blurb describes him as 
"the maestro of the moment, a man who 
never stands still for a second". Presumably 
that puff was meant to be a compliment. 
Unwittingly, it puts its finger on a serious 
and growing problem. 





Britain's chancellors 


How they did it 


THE CHANCELLORS. By Roy Jenkins. Macmil- 
lan; 497 pages; £25. 

GORDON BROWN: THE First YEAR IN POWER. 
By Hugh Pym and Nick Kochan. Bloomsbury; 
244 pages; £16.99 


T IS said that members of parliament lis- 

tened with such rapt attention to the 
speeches of William Ewart Gladstone, the 
Grand Old Man of British politics in the 
19th century, less because they admired the 
play of his intellect, though they did, than 
because they were desperate to know whet- 
her he could complete his seemingly inter- 
minable sentences, punctuated by count- 
less parentheses, digress- 
ions, literary allusions and 
complicated subordinate 
clauses, in good syntactical 
order. When Gladstone 
did, a sigh of relief went up 
across the chamber. 

The prose of Lord Jen- 
kins, a grand old man of 
British politics at the end 
of this century, is begin- 
ning to have some of that 
same Gladstonian quality. 
His is no longer an art that 
conceals its art. It is more 
the art—like the tightrope 
walker’s—that demands at- 
tention. The spectators 
hold their breath, pray, 
then applaud wildly—out 
of relief as well as 
admiration. 

"The Chancellors", his 
splendid new book of bio- 
graphical essays, is, as 1t 
happens, trebly mistitled. 
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The chancellors in question, despite Lord 


Jenkinss impeccable European creden- 


tials, turn out to be British chancellors of 
the exchequer rather than prominent Ger- 
man or Austrian statesmen. (A book called 
“The Ministers of Finance” would presum- 
ably have lacked the requisite éclat.) Nor 
does it deal with all the chancellors of the 
exchequer, only somewhat arbitrarily with 
those who served between 1886 and 1947. 
Not least, it does not deal in most cases 
with chancellors only as chancellor. Of the 
46 pages devoted to Austen Chamberlain, 
only nine concern his two tours of duty at 
the Treasury. 

On offer instead are brief lives of the 19 
individuals who held the post from Lord 
Salisbury’s time to Clement Attlee’s. As the 
author cheerfully admits, they are a dispa- 
rate crowd, “as variegated as a random se- 
lection of any 19 reasonably successful 
men". Some, like C.T. Ritchie and Sir Kings- 
ley Wood, were ineffably dull, never forgot- 
ten only because never known; but others— 
Lord Randolph Churchill, Sir William Har- 
court, David Lloyd George, Philip Snow- 
den, Lord Randolph’s son, Winston, and 
Hugh Dalton—were among the great politi- 
cians, and great characters, of their day. 
Lord Jenkins writes about them all with a 
fellow former chancellors sympathy but 
also with his usual wry detachment. 

But the pleasure to be had from “The 
Chancellors"—and there is a lot—comes not 
so much from the stories Lord Jenkins tells 
as from the way he tells them. His literary 
style is indeed literary—frequently self-con- 
scious, occasionally bordering on self-par- 
ody—but it is also, by turns, affectionate, 
sad, ironic, deeply moving and often quite 
hilariously funny. 

His prose, when not orotund, can also 


Brown could learn from Dalton and Snowden 


MOREOVER 


be razor-like. Lord Salisbury unexpectedly 
accepted Randolph Churchill's resignation 
as chancellor in 1886 because he was "not a 
man to prevent the suicide of a nuisance”. 
Reginald McKenna might seem the mys- 
tery chancellor, but “at the centre of the 
mystery there lies more of a vacuum than 
an enigma”. Of the Treasury’s responses to 
Winston Churchill’s arguments against re- 
storing the gold standard to its pre-war par- 
ity in 1925, Lord Jenkins writes dismissively 
that they were "splendid examples of sub- 
stituting superior wisdom for rational 
argument". 

Although Lord Jenkins does not say so, 
all the accounts of his variegated 19 are 
dominated by a single theme: the need of 
every chancellor to maintain a sturdy sys- 
tem of political alliances, especially with 
the prime minister. Randolph Churchill 
"devoted his autumn to quarrelling with 
his colleagues" even before he alienated 
Salisbury. Snowden contributed to Lab- 
our's failure to deal with the 1931 crisis by 
repeatedly signalling his contempt for his 
fellow ministers. Dalton fell in 1947 partly 
because he had almost no friends left in the 
government and Attlee wanted to get rid of 
him. 


And now? 

On the evidence of "Gordon Brown: The 
First Year in Power", the new Labour chan- 
cellor would do well to take note. Accord- 
ing to the authors, Messrs Pym and Kochan, 
the present chancellor began by alienating 
Treasury officials, notably, but not only, the 
permanent secretary. He then infuriated 
the governor ofthe Bank of England by fail- 
ing to consult him over depriving the bank 
of its regulatory role. His relations with 
many of his ministerial colleagues, never 
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cordial, were futher strained by his in- 
transigence over public spending. Mr 
Brown has also managed, with a careless- 
ness bordering on recklessness, to alienate, 
if not yet the prime minister, then many of 
those closest to him. The new chancellor is 
said to be a voracious reader. He should 
take Lord Jenkins's book to bed with him 
and read it carefully. 





Asia and the West 


In Patten's view 


EAST AND WEST: CHINA, POWER AND THE Fu- 
TURE OF AsiA. By Christopher Patten. Times 
Books; 292 pages; $25. Macmillan; £20 


ANY of those who read Chris Patten's 
book will do so because of interest 
in the man: in what he just was (Hong 
Kong's last colonial governor), in what he is 
(an out-of-work, though highly talented, 
politician) and in what he might be or 
might have been (a future Tory leader?). 
Though the author denies that this is a 
memoir, the first part feels rather like one, 
while much ofthe rest is about Asia and the 
West. A few people, no doubt, will dip into 
this book because its publishing adven- 
tures made the front pages: HarperCollins, 
owned by Rupert Murdoch's News Cor- 
poration, dropped the book—out of defer- 
ence to China's rulers, claimed some; be- 
cause the book would not sell, said others. 

But of the better reasons to read it, the 
first is for the story it tells about Mr Patten's 
time in Hong Kong: about his scrap not just 
with China in fighting for the decent, lib- 
eral qualities that he perceived in Hong 
Kong, but also with a foreign-office estab- 
lishment at home that viewed Sino-British 
relations, as Mr Patten puts it, like a Ming 
vase, to be admired but not touched. 

Mr Patten believed that Hong Kong's 
importance ought always to have assured it 
a central place in Sino-British relations. 
Hong Kong's economy, for a start, repre- 
sented the equivalent of one-fifth of Chi- 
na’s. Its prosperity was underpinned by a 
free and plural society, whose future, in 
turn, was cast in doubt by the certain pros- 
pect of reduced liberties once Hong Kong 
returned to authoritarian China. That 
Hong Kong lacked a democratic apparatus 
began to look unforgivable. By pushing, 
however late in the day, for more represen- 
tative institutions, Mr Patten feels he 
helped save Britain from history’s judg- 
ment that it did China’s dirty work in the 
last days of colonial rule. 

The mainland authorities, it is true, in- 
sisted that the so-called Patten legislature 
be scrapped at the time of the handover last 
year. Yet democratic expectations in the ter- 
ritory are on the rise, constraining both the 
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Tokyo. Is the worried-looking one in the centre scratching his head over the Asian 
crisis or simply covering his face in a reflexive gesture at the sight of a camera? Is 
the young one on the right really as relaxed as he seems? Marco Pesaresi, an Ital- 
ian photographer, took this picture during a four-year assignment in the subways 
and undergrounds of ten cities: New York, Tokyo, Moscow, Calcutta, Milan, 
Mexico city, Paris, London, Berlin and Madrid. The results, prompting the sort of 
question anyone might ask of silent fellow commuters, are published in *Under- | 
ground: Travels on the Global Metro" (Aperture; $35) with an introduction bythe | 
maker of “The Godfather" and many others films, Francis Ford Coppola 





unelected government of Tung Chee-hwa 
and, less directly, China itself. It is not en- 
tirely fanciful to imagine Hong Kong with 
full-blown democracy before very long. It 
could even become a model for China's 
own future. 

Mr Patten drops few surprises about be- 
ing governor and, though wit flashes in 
places, this is not Alan Clark's diaries. His 
serious point is to suggest how the issues 
raised in Hong Kong confirmed rather 
than defeated liberal democratic ideas. The 
manifesto part of the book—and this is the 
second reason to read it—is relevant to 
many Asian countries. Its main argument 
is that their economies have outgrown their 
political structure, and that too often 
“Asian values” are shorthand for state in- 
tervention, corporatism, cronyism and 
lack of oversight. Historically speaking, Mr 
Patten argues that political differences be- 
tween East and West are more a matter of 
developmental time-lags than of unbridge- 
able cultural divides. His broad policy con- 
clusion is that Asian countries which cur- 
rently have too little of it need more 
representative government so as to re- 
store—and keep—their economic health. 

In one sense, Mr Patten was lucky with 
his timing. The devaluation of the Thai 
baht, the spark for Asia’s economic 
firestorm, came a day after China retook 


Hong Kong. And since Asia's turmoil is 
deep, and has already led to somewhat 
more representative government in South 
Korea and Indonesia at least, Mr Patten's 
prescription looks smarter than that recent 
heap of Asia-miracle pot-boilers. 

One question is what Mr Patten can 
add to the argument now. As if aware ofthe 
problem, he dwells instead towards the 
end on China. Much of this, oddly, is prac- 
tical advice for business people contem- 
plating deals in China. The rest is more gen- 
eral: China's weaknesses are probably 
more alarming than its strengths; western 
governments should remember who needs 
whom more before toadying up to China 
in search of business contracts; and Chi- 
nese communism is not mysteriously pro- 
tected from the winds of change. 

The chances—or lack of them—for dem- 
ocratic development in China are certainly 
one of Asia's most urgent themes. Unfortu- 
nately, Mr Patten tends to approach his 
subject with a backward-looking what-if 
kind of question: had, for example, the 
liberalish Zhao Ziyang not been ousted at 
the time of the Tiananmen crackdown, 
how might Chinese politics now look? 
Readers will probably want to turn else- 
where for more meat and gristle on the 
prospects for political reform. 





THE ECONOMIST SEPTEMBER STH 1998 





HE first practicable soft con- 

tact lens was produced in 
1961 by Otto Wichterle on a de- 
vice he set up on his kitchen ta- 
ble consisting of a gramophone 
motor and bits from a toy con- 
struction set. The lens was spun 
from a plastic that retained wa- 
ter and stayed moist on the eye- 
ball. In essence this is the way 
soft lenses are still produced for 
the 100m people around the 
world who prefer them to 
spectacles. 

Mr Wichterle, a Czech, was à 
bit mad in an inventorish sort of 
way. He was obsessive in his pur- 
suit of solutions to problems 
that had defeated other pio- 
neers. That indeed is how the 
world likes to see its inventors, 
bending over their cranky con- 
structions on kitchen tables, 
rather than operating in other- 
wise admirable teams of well- 
paid but colourless researchers. 
John Logie Baird, a Scot who in- 
vented a system of television, 
was an earlier example, lonely, 
usually poor, putting together 
his marvels from bits salvaged 
from scrapyards. But however 
charming the invention and its 
creator, it becomes useful only if 
it happens at the right time. Leo- 
nardo da Vinci, perhaps the 
greatest of inventors, never saw 
his flying machine take to the 
skies because the necessary tech- 
nology lay several centuries ahead. Logie Baird's television was 
on cue: a market was almost ready. Mr Wichterle's market was 
less obvious, although it turned out to be worth billions of dol- 
lars. It was based on vanity. 

For years spectacles had been considered by many people, 
especially in the fashion business, as a necessary nuisance, and 
the search was on for something less cumbersome and more in 
keeping with modern times. After all, spectacles had been 
around since the late 13th century when they were invented (or 
possibly reinvented) in Florence. “Men seldom make passes/At 
girls who wear glasses" Dorothy Parker noted mournfully. Con- 
tact lenses seemed to be the answer, but the early models pro- 
duced before Mr Wichterle came up with his soft versions were 
made of glass or hard plastic, difficult to fit and uncomfortable 
to wear. Men seemed to be even more reluctant to woo women 
with glassy stares. 


Popping out 

Otto Wichterle, when a professor of chemistry in Prague in the 
1950s, had discovered a polymer called hydrogel poly- 
hydroxyethyl methacrylate, with its affinity for water. He filed 
the information away with a number of other discoveries, in- 
cluding a nylon fibre which is widely used in industry. Only 
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Otto Wichterle, inventor of the soft contact 
lens, died on August 18th, aged 84 


years later, when Mr Wichterle 
became interested in contact 
lenses, did he put it to use, and 
an industry was born. His first 
products, he acknowledged, 
were too thick and their optical 
power was unreliable. Pioneer 
users sometimes found that the 
lenses would pop out without 
warning. In 1966 Bausch & 
Lomb, an American company, 
bought the rights to the Wich- 
terle process for a reported $3m. 
By 1971, when the American 
Food and Drug Administration 
approved their sale, they had 
been refined. The firm is now 
the world’s largest maker of con- 
tact lenses. Fashion people love 
contacts. Fancy, with tinted 
lenses, you can even change the 
colour of your eyes. 

Mr Wichterle never became 
rich. The state sold his discover- 
ies for whatever it could get (he 


ents in chemistry). But, as with 
Logie Baird, the search for 
knowledge seems to have been 
more important than money. 
Survival was important too. His 
country, Czechoslovakia, has 
had mixed fortunes even by Eu- 
ropean standards. It was created 
in 1918 (when Otto was five) 
from the ruins of the Austro- 
Hungarian empire, taken over 
and broken up by Germany in 
1939, became a communist state 
in 1948 and since 1993 has been divided into two countries, the 
Czech Republic and Slovakia. Mr Wichterle was imprisoned by 
the Germans in 1942-43 for advocating personal freedom. Later, 
in communist Czechoslovakia, he was sacked from his job as 
head of a national chemistry institute after supporting Alex- 
ander Dubcek, a would-be reformer who was toppled in 1968. By 
1989 the communists in Czechoslovakia were finished. Mr 
Wichterle, by now in his late 70s, was working again. He was 
made head of the country’s Academy of Sciences and collected 
dozens of international honours. 

A sort of happy ending, perhaps, for Otto Wichterle, but con- 
tact lenses seem to be in a less happy state. One of the grumbles 
often heard about the lenses is that, to avoid possible infection 
building up between the lens and the eyeball, the lens should be 
removed and cleaned daily with a suitable chemical. The clean- 
ing has to be thorough. A tedious process, some say. In America, a 
debate is going on about the safety of lenses used for longer peri- 
ods, ofup to a month. A researcher at the University of California 
said recently that lenses used for long periods "would interfere 
with the eye's natural garbage system". Some scientists believe 
that laser surgery may be a better option for sight correction once 
it is considered completely safe. Mr Wichterle, though, always 
wore Specs. 
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esl CORNA UNIVERSIT T, 
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Economic Development Instit "T E 


of the World Bank 


Announce the seventh year of the Program in Economic Policy Mana em 

graduate training in the theory and practice of economic policy ma 
program is designed to provide policy makers and professionals of demons 
achievement and superior promise with the skills required to d 
implement economic policy effectively, with a strong emphasis on policy isst 
faced by developing. and formerly socialist economies. Located in New York 

the Program draws upon the resources of this international center of comme 
and finance. Since its inception, students from more than 90 countries: h 
received their degrees. 
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Tel. +44 (0) 1491 418803 = ^ RO ANN 
Email: mbah) henleymc.ac.uk Phone 441 1 63259 29 Phone 


E-mail info@ectm.ethz.ch -mail 2j E 
Internet: www. henleymc. ac.uk b dn et E mail i S AE 
i internet http-/www.c otmuethz.ch/ — Internet htto-/wawvw.imd.ch/ 
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rug French to adults chad 28 years 
TETTI SENIOR 
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EXECUTIVE PROGRAMME 


ams 8 levels : Beg. I to Adv. H 
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Open Access, _ 
Jistance learning 



































P nre a a challenging an ina aridis changiig world cpu 
so perhaps it is tíme to step back and consider how youare ] 
going to drive it forward i into the next century. ig ES 





= following specialisms: : 


recent graduates 
e “Management 






The Senior Executive ‘Programme is a eurek forum i ini 
strategic leadership for general managers. It could beoneof | 
the most valuable investments you wil ever make in your 4 
company's future. | 


A demanding and interactive experience, the Senior 

Executive Programme will enable you to respond to new 
challenges and opportunities, to re-shape your thinking and || 
to re-awaken your ambitions for your company. You may | 
even start to question the way in which you operate. 









c] s, UN S T o OF SURREY 
i Guildford Surrey GU2 5XH 
Tel; 01483 259347 


Fax: 01483 259511 


E-Mail: semsG surrey.ac.uk 
www.sems.surrey.ac.uk 



















The need to address change is reflected in the themes of the 4 
programme: creating the future, innovating and creating ^] 
— | value, leading people and change, and achieving radical | 
| performance improvement. 


| | | DECEM EM Working in a stimulating learning environment with a world}. . 
| Amsterdam | class faculty and like-minded peers, you will update your 
7 -NMae knowledge, renew your skills, and sharpen your perception. 
Institute of Finance Pieters armas! Aa re NE 


In other words, totally recharge your leadership batteries. 


off ers in cooperation with the faculty of The programme offers you many opportunities for both 
personal and organisational growth. You will return to work 
INSEAD | | | armed with an action plan that you have devised for perfor- po” 
Upcoming Courses 1998 / | 999 || mance improvement and which will have a far-reaching and- | 
| BE positive influence on the future of your business. 


EERO E ERROR EEO EAV ETFO MEE REE E CREA ANA AERA RELRAE SEAN FH RE ARR 6 X ERA ERN B n do o ORAN € SXURONIEA AER RUE EO IEN A 


Advanced Corporate Finance 


i Fisanenl innovati 223 Po | For full details including programme dates, return the coupon or contact | Coy MEET 
FQ eo InAONSNOR oat ne Lucie Grant, Executive Education, London Business School, Sussex Place, $ eee 
Advanced Financial Statement Analysis (Oct. 26-28) | | Regent's Park, London NW1 4SA, UK, Telephone: +44 (0)171 706 6811. ^ 
; ^ [i Fax: +44 (0)171 724 6051. e-mail: execinfoSibs.ac.uk 
Advanced Valuation Topics : i | (0) | 
- Valuing Commercial Banks (Nov. 4-5) Mr/Mrs/Ms/ m FINE WON caeco ct eee a, d 
-* Real Options (Nov. 6 - 7) | | Family Tr TIT MNT ae ee OS ERE ERR RR sie tees Nee At ee 1o 
Negotiation Analysis (Nov. 9-10) | DT ABRIR NERO NANE A RERO cee eh EATE E 
Financial Risk Management (Nov. 23-27) || IS RN SIAN euet coL c ciara ite cee E rama aget i | 
Asset and Liability Management (Nov. 30- Dec. 4) z kaiii cuer a cnl fiM DU E. ae 
Measuring and Implementing l || rd seh Pacer Aa ec ns Boktcodi cc ceret cate 
Economic Value Added (Feb. 15-17) Gasca ne hee eae | 
Advanced Corporate Finance | Telepliol acumen nce Er LAC ELE MIS 
- Mergers & Acquisitions (March 15-19) | ris | 
- Financial Restructuring - Going Public (March 22-26) OUT X NT euam Ero 
emat on inet UG NR a Fe Deep dn 









- Financial Innovation (March 29- April 2) 


Please tick this box if you would like further NA 
information about our Executive Education | Sch ool 
Programme Portfolio. Zz Avr 


To view our detailed brochure, please visit our Web site or contact 
Ms. Katelijn Arnold, Course Manager. 





AIF - Herengracht 205, 1016 BE Ainakerdaie The Netherlands 


telephone: *31-20-5200165 - fax: +31-20-5200161 London Business School exists to advance learning and research in business 


e-mail: info@aif.ni - internet: www.aif.nl 
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Taan educere pito rette rne Ehe een : 


For Life, Academic & Work Experience Brussels Sch ool of | 
Degrees for people who want to be more effective International Studies 
an cm dn their jobs or professions. the Graduate Schoo! of Politics and International Relations of the 
Earn your BACHELOR'S, MASTER'S or DOCTORATE degree by University of Kent offers the followihg programmes in Brussels: 
Match your utilizing your life and work experience. College equivalent credits are "s . : l ; ! 
‘position with given for your: Job, military, company training, industrial * MA in International Relations by Coursework and Dissertation 
j Bos ti nw bits courses, seminars and business experience, * MA in International Relations by Research and Thesis 
legal degree | We accept college credits no matter when taken. * MPhil in International Relations by Research and Thesis 
ue and Our graduates are recognized for their achie vernents in business and * PhD in International Relations by Research and Thesis 


cript industry. We will assist ycu in completi i ; 
transcripts ab your Own aon teari fale ale NOE amen céquirements Admission for Coursework Programmes in October and February. 


"As you know Send/tax detailed resume for a NO COST evaluation. Admission for Research Degrees at the beginning of any month. 


i S ; i .fét.. XX. , * * Full-time and Part-time evening study. 
ee Pacific Western University Seek Seana E qom M | 
b eat RNT 1210 Auahi Street, Dept 137, Honolulu, Hi 96814-4922 Se and UOI Sane CODE unc 
teacher... But ~~” 44808) 597-1909 Dr Jarrod Wiener, Director, Brussels School of International Studies, are 
. degrees apen CALL: (800).423-3244 ext. 137 UK: 0800-960-413 Vesalius College, Pleinlaan 2, 8.1050 Brussels. Belgium quer qos 
Fax: {31 0) 471-6456 E-Mail: admissions@pwu.com Tet (+32-2) 629-2707 Fax: {+32-2) 629-3637 Ernai | Wiener@uke.ac.uk (UJ iL 45) : 
(v Attp:/Avww.pwu-hi.edu | m 


in JAPAN, in BELGIUM —— | in FRANCE, in BELGIUM 


GERMAN : DUTCH 
in BELGIUM | | in BELGIUM 


| ! 66 HOURS PER WEEK B 
MOTIVATED PEOPLE : i TARGET LANGUAGE — CERAN LINGUA 

KP mpi TER —— s | NEED, Avenue du Cháteau, 280 
* ADULTS from 19 years Study: | [DaeipLESIEIE — 5.4900 SPA (BELGIUM) 
. e Po ren ] 2 nm D ABOVE up to 45 private and/or group lessons IN CERAN Tel.: + 32- 87-79 11 22 

(Special conditions available) and pedagogical activities | py Fax : + 32- 87-79 11 88 
* JUNIORS from 11 to 18 years | | 

hi & 
- FRENCH in BELGIUM | 3 FR : x iin USA: Langua: ences Internet : 
- ENGLISH in ENGLAND, || Putting into practice with our teachers: || Tel, - | (413) 584.0334 — "'Pi/vwceran.com 


in BELGIUM | at breaks, meals and evening socio-cultural activities | | Fax : 1 (413) 584-3046. 


A MAXIMUM OF PROGRESS IN A MINIMUM OF ° 


Ais UNIVERSITA DI SIENA ^ 
= B: FACOLTA DI ECONOMIA 


“eta “R M. GOODWIN" 


The Master in Economics and Banking (MEBS) is an initiative of the School of Economics “R.M. Goodwin” of the University of 

iena in collaboration with the bank "Monte dei Paschi di Siena". The MEBS is an annual full-time program for graduates interested 
in advanced studies in economics and banking. DENN 
‘The program, based in Siena at the School of Economics, is divided in two terms. The first, from January to July, consists of lectures | 
taught by professors of the University of Siena, and of other Universities in Italy and abroad, integrated with conferences and 
workshops by managers of banks and financial institutions. The second term, from September to December, is devoted to prepare the - 
dissertation and can be carried out in research training programs in Italy or abroad, at the Bank “Monte dei Paschi di Siena” and at the 
"Banca di Intermediazione Mobiliare IMI”. 


ADMISSION 

Admission to the Master is based first on the evaluation of qualifications and reference letters from University professors or 
distinguished personalities of the business world and then on a written examination. The maximum number of students admitted to 
the Master program will be 20. 


ENROLMENT AND SCHOLARSHIPS 
Enrolment fee: TT. 6.000.000 
N 10 scholarships of TL. 10.000.000 each, plus the exemption from enrolment fee 


EA 


The Master will start on January 11th 1999, Latest date for the receipt of application forms is 23rd October, 1998. 


FOR DETAILS AND APPLICATION FORMS PLEASE CONTACT: 
SECRETARIAT MEBS. SCHOOL OF EcoNOMICS “R. M, GOODWIN” UNIVERSITY OF SIENA 
(A Prax D'OVILE, 116 - 53100 

c-mail: mebs@unis.ic * 


IN COLLABORATION WITH 


Qu eas ^ 





GMAT è GRI 
i WITH. S YEAR REA GUARANTEE i ; 
| [A Dip. TEFL, MBA or PhD by distance fearning/ife experience! | Taking the GMAT CREDIT F on d 


T honorary award from $400. Impossible? Learn about 1,800* | or GRE? NO CERA $ Med Lus 
| non-traditional universities worldwide finciuding many widely | E 
| advertised). Atleast one offers a § year unconditional refund | 


a f guarantee if your status and career prospects do not improve! | W help! 
d | Save nid & money. Belore SN E ANYWHERE, get this | e C AN eir 


| Details from GTAC Associates 
Tri testen Vie | NLFREEPOST London W5 4BR 
[ Bangk Tel: 0181-993 3983 


MBA. M A ° BBA*AA*AS 


International Business, aecenas Hotel & Tourism 


Agricultural Development 
gricultural Economics 
Managing Rural Change 
+ Environmental Assessment 
— Food Industry Management 


D is Environment & Development & Marketing 


| Individual courses from these programmes can be taken under 


- _ | the Affiliated Student Scheme 
| For a full programme guide contact us today: 


External Programme Wye College University of London Ashford 


-.— | Kent TN25 5AH UK Tel: +44 (0)1233 813555 ext 280 

c] Fax: +44 (0)1233 812138 email: ep@wye.ac.uk 

o] World Wide Web at http:liwww.wye.ac.uk | 
oo [ Enbancing access to continuing education worldwide 


MSc IN PUBLIC POLICY si 
AND MANAGEMENT BY EISE 
DISTANCE LEARNING - SOAS 


University of 
The School of Oriental and African Studies, re 
University of London, offers this unique propre 
starting February 1999. : 


> It will help you: 


|. * Develop the core analytical and applied skills you need in 
. ' today's rapidly changing: public policy and rangement 
environment 


o || Balance study time with the demands of work and home. 
2 < Courses include: 


* Public Policy and Management: Perspectives and Issues 
Methods of Public Financial Management 
Human Resources Management and Development 
Management information and Information Systems. 
. Who will benefit? 


. «Senior and middie managers in the public service, , including 

E  parastatals . 

=- Individuals concerned with issues of public service 

. performance and reform 

i E Managers interested in updating human resource, iS, project 
l management and organisation development skills. 

` For more information contact: Dorothy Leng, Student 

.. Recruitment Office, SOAS, Russell Square, London WC1H OXG, 
` UK. Please quote Ref PPM/EC. 


.. Tel: 0044 (0) 171 691 3371, 323 6027 (ansaphone), 
Fax: 0044 (0) 171 691 3362, email study@soas.ac. uk, 
Website: http: [ANW soas.ac.uk 
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ICMB 


International Relations & Diplomacy, Information - 
Technology, Public Sector Management, Business . n 
Communication, Pre-Medicine & Psychology. 


Courses commence January, May & September 


SCHILLER INTERNATIONAL UNIVERSITY l- 


Dept (EC5/9), 51-55 Waterloo Rd., London SEI STX 


Tel: +44 171 928 8484 Fax: +44 171 620 1226. - 
http://www. schiller. edu/ "5 


PRACTICAL IMPLEMENTATION OF | 
FORWARD LIBOR AND FORWARD : 
SWAP MODELS - 


Professor Marek MUSIELA 
Professor Salih N. NEFTCI 


London: October 7-9, 1998. 
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Market Models. 


Part i: THE MODELS - 
1. New and Old Methodologies: Who needs what? < 
2. Models of Forward Libor Rates. f 
3. Models of Forward Swap Rates. 


Part tl: INDUSTRY APPLICATIONS | 
i. Discretization and the measure choice. 
2. Examples using NumeriX library. 


Extensive discussion of implementation issues. 
Emphasis will be on discretization and calibration 
Market Models. 


To register and obtain further information, contact: 
Fabienne Scaglioia or Béatrice Candolfi 

ICMB, Av. Blanc 49, 1202 Geneva, Switzerland 
Phone: +41-22/ 73195 55, Fax: +41-22/731 95 75 
E-mail: icmb @hei.unige.ch 





New York: October 12-14,1998 | — 
Tokyo: February 15-17, 1999 


The first course on the implementation of | —- 









| EXT: ; UNIVERSITY ] Home Study y Course in Economica | EENET HE CEA INT ru 
Ea M MONTICELLO UNIVERSITY 


BACHELOR * MASTER'S + DOCTORATE | 



























Aten stut that i wide Prestigious Distance Learning e Professional Experienc 
Credit for Work & Life Experience RM RUE RED Tuition International Acceptance 


Bachelors « Masters + Doctorate e Juris Doctor. _ 


1-504-626-8 NN 
04-626-8904, Dept. 136 Law e a ® Education . Dinlemesy & Int’ 1 Studies e Arts & Sc ence: 


620 Lotus Dr. N. + Mandeville, LA 70471 USA 
http:www.distance.edu 
. . LASALLE EDUCATION CORPORATION 


Write: Henry George Institute, 121 East | 


t 


t 
Er 
i 
E free-small charge for materials. 
j 


30th Street, New York NY 10016, USA 


ET ake wes! http www.henry george.org 



















———— | EUR * MASTERS * PH. D. 
America's * c o BU SS. ARTS 
Preferred D. No classroom attendance * Distance learnin ; 

2 a * Distinguished faculty * Accelerated degree progr 
Distance M . creas for work experience . Students Pak S6 
Learning W countries and 30 states in the USA. E m 
University ‘Washington International Universit no 
HL DE P.O. BOX 1158, Bryn Mawr, PA 19010-USA au 
SEGUIRE ae re Fax:610-527-1008 - E-malt: washuniv@op. net. 


Complete Your Degree Now! 
BS, MA, MBA, Ph.D. 


Send resume for no-cost evaluation or fax 


Asfiyra (505) 889 2750 


f 6400 Uptown Blvd. NE 

























| Learn how easy it is to become a Certified ]. 
|j Professional Consultant (CPC) in your 
own field. Write for free catalogue. 


The Consultants Institute 


Dept EM, 30466 Prince William Street, Princess Anne, 
MD 21853 USA Fax: (4100651 4885 





























Albuquerque, New Mexico 87110 U.S.A. 





EUROPEAN 
CENTRE FOR 
PUBLIC AFFAIRS | 
BRUSSELS HISP UIN 


EERE SS 


a Bast track to m PU 















GLOBAL ECONOMY 


MS in INTERNATIONAL ECONOMICS Gain the quantitative 
and analytical skills essential for an exciting career in interna- 
tional business or government. This full- or part-time evening 
program covers everything from advanced forecasting tech- 
niques to exchange rate risk management and more. For more 
information, e-mail grad.admission@admin.suffolk.edu or 
fax to 617-523-0116. Suffolk University, 8 Ashburton Place, 
Beacon Hill, Boston, MA 02108 Call us at 617-573-8302 


Suffolk University 


7-Day iniensvc DEA ERE i 


October ll- 17, , 1998 


a ideal for those needing imrnediate practical } nsighis * Ax i conc Hon of the ceni js füghie sie 
Row Europe works and at io work Europe. 8S 5 avo Centilicatie Programme involving some 
5, tase Sadie -aÑ conduc- 
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Project Co-ordinator 


Sustainability and Youth Initiative 


The international Planned Parenthood Federation (IPPF) is the — service statistics, quality of care, and results of re 
world's largest international non-governmental organisation 
working io advocale reproductive rights, provide quality 
reproductive health and family planning information services, and 
develop public support for sustainable development. IPPF services 
12 million people in 180 countries through 71,000 outlets. 


Applicants must have a post graduate qualificati 
similar field, together with at least ten years relev 
managing a private sector initiative and preferably 
family planning. Sound management and comm 
with excellent presentation and marketing skills ai 
Our Sustainability and Youth Initiative seeks to strengthen the resource — ' English with a working knowledge of French or 
mobilisation capacity of selected Family Planning Associations (FPAs) in Salary negotiable depending on qualifications and 
Africa, and to increase the access of young adults to appropriate information, ^ Contract initially to 31st December 1999 with p 


education and quality services. 3 years in total. Please send detailed CV to 
The successful candidate will be responsible for overall ^ IPPF, Regents College. Inner Circle, Regents P 
development, implementation and management of the Sustainability and — Fax No. 0171 487 7973. 
Youth initiative, including the development of a work plan. He/she will 
increase awareness and competence of staff in issues relating to 
marketing and sustainability; monitor, assess and report programme Closing date: 25 September 1998. 

activities, provide technical assistance and advice on sustainability  IPPF is an equal opportunities employer. 


We regret only shortlisted applicants will be ackno 
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- MARKETING RESEARCH ANALYST 


ading multinational consumer goods company in the Lake Geneva 
ea is seeking a young, talented, highly numerate individual with good 
ersonal skils. Reporting to the Manager Marketing Research, 
e/she will provide Support in converting marketing research into 
; siness recommendations. He/she will be a 

i mp Meet an innovative and ambitious 
will draft the: pan- "EU biis ana 




















te eG and experience in applying statistical and other in 
e nalysis tools for business 
ability to work in a team effectively and efficiently to meet short 
.. deadlines 
* good oral and written communication skills | 
* fluency in English and preferably another European language 















| This is a unique opportunity for a bright individual to. develop his/her 
skills in an international environment. The company offers excellent 
{career prospects and a remuneration package commensurate with 
[ qualifications and experience. 







= H For details, write with full curriculum vitae or call 


Ms. L. Rauschenbach 
13 Chemin des Chamuses 
CH-1234 Vessy/Geneva 
Switzerland 
Phone: 0041 22 784 32 82 Fax: 784 33 87 







































ECONOMIC GROWTH va 


[o FOR MONGOLIA 


The United States Agency for International Development { (USAID) requires the 
services of a personal services contractor (PSC) who will serve an Economic 
Growth Adviser under USAID/Mongolia's Economic ons Support Program 
{EPSP}. 


The Government of Mongolia, since its election in june 1996, has undertaken a 
wide-ranging economic reform program that is envisioned to transform Mongolian | 
"society and to build on the democratic institutions that are now in place. Through 
“the Ecanomic Policy Support Program (EPSP}, USAID is adio di the Mongolian 
: Government's economic reform agenda. 


qw 







. The Economic Growth Adviser will assist USAID/Mongolia's 8 , Representative to 
; develop new initiatives for the Economic Growth portfolio, monitor contractors’ 
and grantees’ performance under the project, and to help establish appropriate 
working relationships with other multilateral donors in Mongolia. 








This person must be an American citizen or U.S. resident alien and have a post- 
graduate degree with at least 3 years of substantive work expetience in one of the 
following areas: macroeconomic policy, privatization, trade and investment, 
economic growth or private sector development. S/he must have at least 5 vears 
experience managing program activities in one of the areas above. It is vital that 
^the person have experience implementing programs in a third world country, 
particularly in a country undergoing transition from a socialist to a market 
economy. A demonstrated knowledge or experience in program performance 
monitoring and evaluation systems is highly desirable. Previous work experience 
4 in Mongolia or in the former Soviet Union and knowledge of angetan language 
— .] are desirable. 













- 1 This position is classified as a GS 13, with pay ranging from the mid-$50,000 to 
. mid-$60,000 per annum, depending on knowledge and experience. Benefits 
| include FICA contributions, health/life insurance, workman's compensation, 
"annual and sick leave. Allowances include living quarters, post differential, and, as 
. àppropriate, other allowances such as education and/or supplemental post. 








| Interested parties may send their application by fax to fax number (632) 522-4337, 
| addressed to: Mary Reynolds, Contracting Officer, Office of Regional PAO 
] USAID/Philippines. Applications also may be sent by e-mail to: mdela@usaid.gov. 
The U.S. mailing address is: Mary Reynolds, PSC 502, Box: 1, FPO AP 96515. 
_ Applications to this position will be received until September 30, 1998. 
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| The Papua New Guinea: 
University of Technology 
Lae 


Applications are invited for the following position: 


Department of Business Studies 
Professor and Head 


The Department of Business Studies offers diploma and à 
undergraduate degree: programmes in the fields of accounting; 
computing, management and Business Econo Yomics. kalso | i : 
offers sbpporting course inlaw. There ate over'300 students hbk: 
and 27 full-time teaching positions.in the De pene 
Computer facilities are availabl 
the University. 

The Department is in. 
available through Distanc 
The appointees should be p 
outreach activities. It is also 
of a Master of Business Adm 








Opportunities exist for staff to un 
through the University, and to coi 
programme operated by the Mani 
Centre, which is associated with the 
Department. : 


The minimum academic qualification for the position of 
Professor and Head of Department is a masters degree in one 
of the following disciplines: accounting, computing, 
management, economics and law. Applicants should have 
relevant administrative and teaching experience at the 
University level. Appropriate academic leadership skills are 
highly desirable, In addition, experience in distance educatio 
University extension or outreach programmes, and 
postgraduate programmes in business would be an asset. 

The duties of the position include administering the 
Department, teaching in one of the Department's subject 
areas, promoting the Department's programmes and graduates 
in the business community, and playing à leadership role in. 
the field of business education. 


Salary per annum: Professor and Head K61,217 - K67,560; alus 
Head of Department Allowance of K5,000. (Level of 
appointment depends upon qualifications and experience). 


Initial contract period is normally for three years but shorter 
periods can be negotiated. Other benefits include a gratuity of 
30% in the first year, 35% in the second year and 40% in the. 
third year taxed at 35%; support for approved research; 
appointment and repatriation fares for yourself and family; 
settling-in and settling-out allowances; six weeks’ paid leave 
per year; recreation leave fares for yourself, spouse and two 
authorised dependants after 18 months of service; education 
fares and assistance towards school fees for two authorised 
dependants: salary protection plan and medical benefit 
schemes are available. Staff members are also permitted to 
earn from consultancy up to 5096 of earnings annually. 





Detailed applications (two copies) with curriculum vitae, 
including certified copies of qualifications obtained and 
names, addresses and fax/phone numbers of three referees and 
an indication of the earliest availability to take up the 
appointment should be received by: The Registrar, PNG 
University of Technology, Private Mail Bag, LAE, Papua 
New Guinea by 25 September 1998. Further general 
information may be obtained from the Association of 
Commonwealth Universities (46831), 36 Gordon Square, 
London WCIH OPF (tel. 0171 387 8572 ext. 206; 

fax: 0171 383 0368; email: appts&acu ac.uk). 


A member of the Association of Commonwealth Universities - 
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The Margaret Thatcher Professorship of 
Enterprise Studies 


| me Board of Electors to the Margaret Thatcher Professorship of Enterprise 
Studies invite applications for this Professorship, which has been newly 
established in the Judge Institute of Management Studies. 


} Applications are invited from persons whose work falls within the field of 
||. enterprise studies, which has been broadly construed to include technology 
lH. and knowledge transfer, economics of the firm, general management, 
financial appraisal and investment, risk management, marketing, and 
distribution, as well as the study of the macroeconomic, legal, and political 
Climate in which enterprise may be encouraged or inhibited. Applicants 
Should demonstrate intemational academic distinction in an underlying 
discipline, for example, economics, strategy, finance, marketing, or 
organizational behaviour, as well as being able to demonstrate a strong 
interest and record of achievement in the application of their discipline to 
issues of practice and policy. The appointment will be subject to the Statutes 
and Ordinances of the University. 


The present pensionable stipend for a Professor is £42,857 a year. 


informal enquiries should be made to the Director of the Institute, Professor 
S. J. N. Dawson, The Judge Institute of Management Studies, Trumpington 
Street, Cambridge, CB2 1AG ( e-mail s.dawson@jims.cam.ac.uk, tel. 01223 
339590 ). Further information may be obtained from the Secretary General 
of the Faculties, General Board Division, University Offices, The Old Schools, 
Trinity Lane, Cambridge, CB2 1TT, to whom applications marked 
| confidential should be sent, together with the names of two referees, by 
Friday, 16 October 1998. 


The University follows an equal opportunities policy. 














East, South East Asia and Oceania Region 


The international Planned Parenthood Federation, the World's 
leading private organisation in the field of Reproductive 
Health, including family planning, has a vacancy for a 
Regional Director for its East, South East Asia & Oceania 
Region (ESEAOR). In the field of Sexual and Reproductive 
Health, IPPF emphasizes Advocacy for Reproductive and 
Sexual Rights and Health, Family Planning and related 
services to the Under-served; Sexual and Reproductive Health 
and Youth; and Capacity Building and Sustainability of Family 
Planning Associations. 


Based in Kuala Lumpur on a fixed term contract, the Regional Director will 
be the Chief Executive Officer for the Region acting as the representative of 
the Director-General, of the Federation, headquartered in London. 


The successful candidate will be expected to facilitate and promote the 
work of the Federation, develop and maintain relations not only in the 
Region but with other international organisations both governmental and 
non-governmental, in addition, the Regional Director will provide 
leadership and supervision of a team of Regional staff and be responsible 
for their management and development. He/she will consult and 
communicate on a continuing basis with appropriate Regional Volunteers. 


| M 







Regional Director 






Administrative Director: 
c. £35000 


PRI works internationally to reduce the use of prison by promoting | nu 
constructive alternatives that are meaningful to victims and to promote - 
humane treatment of prisoners according to international instruments. 





ondon 
































This is a new post, established in response to our current expansion. We 
currently have offices in London, Paris, Puerto Rico, Kigali, Moscow 
and Warsaw, around twenty staff and consultants and a large number of 
volunteers. You will be based in the Head Office in London, reporting 
to the Executive Board through the Secretary-General. 


You will be responsible for carrying out the decisions of the Executive - 
Board to ensure: the implementation of the PRI work programme; that 
the terms of our many funding contracts with international donors are 
fulfilled; the operational requirements of the staff in this far-flung 
organization are met. This will include the establishment and operation 
of financial, personnel and administrative systems. 


























You will have significant administrative abilities, possibly gained in a 
managerial capacity; be competent and confident with financial data E 
(but need not be financially qualified), and understand the staffing | 
issues and needs likely to arise in an international organization. | 
Experience of working in or with NGOs would be highly desirable. You - 
need to be happy working in an informal, committed environment in 
which you will be self motivating and self servicing. 






The post is initially offered on a three year basis. Some international 
travel will be required. Apply by letter, with accompanying full CV, by 
30 September to our recruitment consultant: Peter Shore, PRI Head 
Office, 169 Clapham Road, London SW9 OPU, UK 


Penal Reform International 
























The successtul candidate wil! use his/her leadership 
the 25 member associations of the Region in evo 
role within the local envirenment and will be at ease 
human relationships with a broad range of volunteers 
He/she will be expected to travel frequently in the Reg 
English and preferably in at least one regional language. 
spoken, and have extensive knowledge and experience-of w 
East, South East & Oceania Region. : 
All appiicants must have a postgraduate degree in appt 
health sciences, and/or public administration/mana 
recognised university together with ten years ex 
planning, health care or related fields with proven 

Salary is negotiable according to qualifications and exp 
Applications should be sent to Director-General, interi 
Parenthood Federation, Regents College, Inner. 
London NW1 4NS, UK. As we anticipate a large respo 
shortlisted applicants will be acknowledged. 
Closing date for receipt of application is 30th Septem 
IPPF is an equal opportunities employer. 








JOB HUNTING INT ERN ATION AL L 


Executive earning $50K -500K *. Career searching into, within or out 9 
Asia/Europe/U.S.? A new position is closer than you think! Eree in 















UNIVERSITY OF POTSDAM 















E www.CareerPath.co.uk E-mail: cpasia@bkk loxinfo.co.th | 
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Systems" De arn at PIK. 


hle for research and leaching of the analysis, 
ie dynamues of economic and social systems 
eoretical analyses of global environmental 
monment management strategies or studies 
tutions could be possible focal points. 
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ce, thorough knowledge of computer-aided 
laboration, experience in the development 
Ao-economic idc Relevant teaching 
livalent post-doctoral achievement 1s expecte d 
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The Office of Water Services (Ofwat) is an independent... 
government body responsible for regulating the 28 water and 
sewerage companies in England and Wales, ensuring that they — 
provide a good quality Service at a fair price. 

















The University of Potsdan increase its inui Pe women in Re enge 
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We are looking to recruit an economist to join Ofwat's 
Cost and Performance Division. 


QUALITY ENHANCEMENT 
ECONOMIST 


a Central Birmingham ~ eS 

















ease send dicono toget ther "Sh the usual supporting: doc uments, within 


xe 


E 
coop d weeks of the publication of ‘this announcement to the Rector of the U niversity of 
dx] Fonda P.O. Box 601553, 14415 Potsdam, Germany. 


































We are looking for an experienced economist, who is 
keen to pursue a career in the economic regulation of the public 
utilities. 


TRINITY | TTE 


School of Business Studies 
LECTURER IN BUSINESS STUDIES 


Applications are invited for the above post in the School of 
Business Studies at Trinity College, Dublin. The appointment, 
"which is permanent, will be tenable from 1st October, 1998, or as 
soon as possible thereafter. Applications will be particularly 
welcome from candidates with special interest in organisation 
theory or in international and comparative management. The 
ideal candidate will recently have completed a oor thesis. 





You will have had some experience in the field of utility 
regulation, and be able to demonstrate an awareness of the key. 
issues surrounding environmental economics, and the 
application of methods used to assess benefits. 





The post is within quality enhancement, a muiti- 
disciplinary team dealing with the implications for the 
companies and customers of new legislation leading to 
changing quality standards for both the water and sewerage 
services. The economist would provide economic advice to all 
members of the team. | 

You should have a good degree in ect 
related discipli ine with proven analytical skills, with th 
four years’ relevant experience, either in the pub üc sector, 
utilities or in the environmental field. A 





The School of Business Studies is committed to an innovative, 

. independent, internationally oriented and enquiring approach to 

| management education and research; to close relationships with 

industry and to a special concerm for the challenges facing senior 

management. This post offers a stimulating working environment 

i 4 to those seeking to pursue teaching and research in co-operation 

--] with an interdisciplinary group of colleagues. : 

Salary Scales: Lecturer Grade I: £16,348 - 425,933 paa. 
: Lecturer Grade I: £32,977 - £40,384 p.a. 

ppointment will be made on the Lecturer Grade H scale; in the 


ope of a particularly well qualified candidate consideration will be 
£g iven to appointing at a salary of up to 425,000 per annum. 


The appointment will initially be fori a period. of three 
years but may become permanent. This post offers good 
opportunities for career development and training in the field of 
utility regulation. Ofwat offers an attractive range of benefits — 
including a non-contributory pension scheme and generous 
holidays of 23 days plus 10.5 public and privilege holidays. 














For an application form and further details, please 
telephone on 0121 625 1471 (24 hour answerphone) quoting 
reference 0271. 


Closing date: 21 September 1998. 





i || We are an equal opportunities employer and welcome —— 
- Application forms and further particulars relating t to this post may applications from all suitably qualified individuals. For the well 

' be obtained from: being and comfort of all our staff, our offices operate a 

| non-smoking policy. 






Establishment Officer 
Staff Office 
Trinity College 
Dublin 2 
Tel 608 1678 / Fax: 677 2169 / Email: recruit@ted. ie 
| The closing date for receipt of completed appl alons will be 
| Friday, 25th September 1998. 


Trinity College is an equal opportunities panier 
Ref: 721/98 
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Endowed Chair in Environmental Economics 
and Policy at the Bren School, UC Santa Barbara 


The Donald Bren School of Environmental Science and Management at 


. | the University of California, Santa Barbara invites applications for the 


.] Donald Bren Chair, effective July 1, 1999. The endowment provides 
substantial discretionary funds to support the research and teaching 
programs of the incumbent. We seek a distinguished scholar with 
demonstrated visibility in both the academic community and the policy 
arena. The Bren School offers a two-year professional Master's degree and 
an interdisciplinary Ph.D. See web page (http:/ / www.bren.ucsb.edu/) for 
more information. 


Please send nominations and applications to: Bren Endowed Chair 
Recruiting Committee, Donald bren School of Environmental Science and 
Management, University of California, Santa Barbara, CA 93106. 
Applications must include a curriculum vitae, a statement of research 
interests and teaching philosophy, copies of three publications, and names 
of four references. For full consideration, we should receive applications 
by November 16, 1998, although the position will remain open until filled. 
The University of California is an Equal Opportunity/ Affirmative Action 
| Employer. We encourage all qualified applicants to apply, including 

minorities, women, and persons with disabilities. 


Working for us, 
working for 


human rights 


DIRECTOR OF LEGAL AND 
INTERGOVERNMENTAL ORGANISATIONS (1GO) 


Salary: £28,605 per annum 
Amnesty international needs a new Director to maintain and 
develop our high quality work in strengthening human rights 
law, IGO procedures for the protection of human rights, and 
campaigning to put pressure on governments and other 
relevant bodies to end human rights violations in specific 
countries and regions. We need an experienced international 
human rights lawyer, preferably with experience in 
international humanitarian law and/or international criminal 
law who has experience in developing and implementing 
human rights strategies in the United Nations and/or regional 
intergovernmental organisations. S/he must have strong 
analytical skills, sound political judgement, good 
representation skills, strong interpersonal skills. S/he must 
have the ability to manage and lead the program and develop 
and implement strategic and operational! plans and budgets. 
S/he must have cultural and gender sensitivity in both 
relations with people and being able to apply this in the work. 
S/he must have very good English, and French, Spanish or 
Arabic is highly desirable 
Amnesty international would weicome applications from 
women, people from Africa, Asia, Latin America and the Middle 
East which are groups currently underrepresented. 
For further information and an application form please 
contact: Human Resources Program, Amnesty international, 
International Secretariat, 1 Easton Street, London 
WC1X 8DJ, UK. Tel: 44 171 413 5911 (24 hour answerphone). 
Fax: 44 171 956 1157 email: jobs@amnesty.org Closing 
date: 12 October 1998. Please quote ref no: LIOP/98/1 


The international. Secretariat of Amnesty International 
actively promotes cultural diversity and Equal Opportunities. 





. amnesty FF 
international T 
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The creme always rises to the top, : 
so why shouldn't yu? 
. 


Looking for the way to achieve that higher level of income? fl 
youre an international senior executive, over 40, and. currently f 
earning *100K per year, we can assist you in attaining your. 
goals. At Resume Broadcast International, our team will manage. | 
your career search with the expertise you have come to expect. | 
Our commitment is not just 40 hours per week, but 24 hours a 
day, 365 days a year. Contact us at Tel: (909) 866-4213, Fax: 
(909) 866-4244 or E-mail: 102224.3306@compuserve.com 
today and watch the doors to opportunity open tomorrow. 












Resume Broadcast international | 
PO BOX 2892, Big Bear Lake, California CA92315, USA, 
Tel: +1 (909) 866 4213, Fax: +1 (909) 866 4244 © 
Email: 102224.3306 @compuserve.com 





after 
]THE ROYAL INSTITUTE OF "essere? chariy 
lé INTERNATIONAL AFFAIRS 

HEAD OF THE INTERNATIONAL 
ECONOMICS PROGRAMME 


The Royal Institute of International Affairs is a world leader in interna- 









tional policy research. Its International Economics Programme has built 
up a particularly strong reputation for its work on trade and investment 
policy, securities markets and economic reform in former communist 
countries, It is anticipated that the new Head will also develop the 
Programmes work in other areas of international economics. 






The post requires leadership qualities, a strong awareness of developing 





policy issues, an ability to interpret research for policy-makers and to deal 





with the media, first-class research and writing capabilities, and an appetite 





for research management and fund-raising. Candidates may currently be in 





an academic, pohcy-making or business environment, with a strong personal 
research agenda. The position will be initially for a three-year period fiom 
November/December 1998, with the possibility of renewal, 






Please send applications giving che names and addresses of three teferees together 
with a full CV to: The Assistant Director (House & Personnel), The Royal Institute 


of International Affairs, Chatham House, 10 St fames's Square, London SW1Y 4LE. 









Closing date for applications: 21 September 1998 





MASSACHUSETTS INSTITUTE OF TECHNOLOGY 
Department of Urban Studies and Planning 


TENURE-TRACK POSITION IN HOUSING, LAND USE, AND METROPOLITAN ` 
PLANNING IN DEVELOPING OR FORMER SOCIALIST COUNTRIES — . 


The Department is seeking a junior tenure-track faculty member to teach and 
conduct research in housing, land use, and metropolitan planning in developing 
or former socialist countries beginning in September 1999. We are particularly 
interested in individuals with expertise in both physical planning and 


| policy/project analysis. The faculty member should be able to teach courses and 


conduct “studios” (applications of planning projects) in housing and land use, 
design of human settlements, and metropolitan planning of rapidly growing urban 
regions in developing or former socialist countries. 


The ideal candidate would have a Ph.D. in urban and regional. planning and/or. 

the social sciences, with research and work experience in both h physical planing. 

and project/policy analysis. He/she should be able creatively to synthesize DM. 
physical and institutional aspects of urban and regional planning with specia lized: LE 
knowledge of housing and land-use issues. A significant level of research and : | ser 
work experience in developing or former socialist countries is essential, Flaency in. |. m 
an international language in addition to English is desirable. d 


Interested candidates should send a curriculum vítae, a short statement 

highlighting their current research interests, and letters from three references to: fp 
Professor Karen R. Polenske, c/o Ms. Laura Wilcox, Department of Urban Sane | TE 
& Planning, Massachusetts Institute of Technology, 77 Massachusetts Avenue, - xr B 
Room 9-519, Cambridge, MA 02139. Applications will be reviewed as. they are. 
received, until November 15, 1998, Women and minority candidates ame c 

especially encouraged to apply for this position. MIT is an Affirmative 

Action/Equal Opportunity Employer, MIT isa non-smoking environment. 


— TH£ ÉCONOMIS 








munication Union (UTU) seeks an 
ary manger for the o a post 


-- The Interna 
experienced 
in Geneva 










on Service (PCS) 











veni, and under his direction will 
ing, financial management and 
ervices and operations of the 









Department has an annual budget of 

cs, with about 200 staff organised 

provides a variety of internal and 

production, marketing and sales 

ng and distribution of conference 
-doci nent and security of buildings and 

Fe installations; logistics, purchasing and stack management 
< library and archives. 





















The ideal candidate will have a MBA, and hide career will 
. Show a track record of successful project management 
progressing to responsibility at group or division level. 


— | Applicants must have as a minimum: an advanced university 
- degree related to the job (Computer science, Engineering, 
Management or Finance), ten years of experience with 
increasing financial and management responsibility, 
familiarity with IT tools and Internet applications. A thorough 
knowledge of English or French is essential, with a a very good 
working knowledge of the other language. | 


i : Date of entry: As soon as possible. 
. Closing date: 25 September 1998. 













-sent to the Personnel Department, International 
elecommunication Union, Place des Nations, CH-1211 
‘neva 20, Switzerland. Fax (+4122) 733 7256. E-mail: 
nnel@itu.int. The detailed vacancy. notice, VN 8- 
98E, may be obtained upon request mail, fax or E-mail 
ownloaded from ITU Website: http: /wwwituánt 


| The | 
Economist 


TO ADVERTISE WITHIN THE CLASSIFIED SECTION, 





F CONTACT: 
- - Philip Wrigley Suzanne Hopkins 
< London New York 
(44-171) 830 7000 (1-212) 541 5730 
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also be the deputy to the Chief 


: Applications with full CV quoting ref.: VN 8-1998E should | 





BUSINESS & PERSONAL 











T.M.C. ASSER INSTITUUT 











Over thirty years, the T.M.C. Asser Institute has developed into a lea- 
ding scientific research institute in the field of International Law. f 
covers Private International Law; Public International Law, the Law 6 
the European Union, the Law of International Commercial Arbitratior 
and increasingly, also, International Economic Law and the Law 6 
International Commerce. Conducting scientific research, either funda 
mental or applied, in the aforementioned domains, is the main activ 
of the institute. The Institute, in addition, organizes congresses a 
postgraduate courses, undertakes contract research and operates. 
own publishing house. 

Because of its inter-university background, the Institute often. có 
operates with Dutch law faculties as well as with various national an 
foreign institutions. On the basis of the cooperation scheme. "Asse 
College Europe’. many activities focus on Central and Eastern ‘Eurog E 
The T.M.C. Asser Institute, with a staff of over 60 people, is locat 
The Hague, The Netherlands, which as the ‘City of International Law 
hosts many international organizations. 7 





















The following positions are vacant: 







One research fellow in the field of the Law of the European Unio. 
This covers institutional law as well as substantive law. t 






One research fellow in the field of the Law of the European. Union| 
and/or International Economic Law (especially the Law of the World: 
Trade Organization. 1 






One research fellow in the field of International Commercial 
Arbitration. i 






















Concerning the above-mentioned functions: sc 
The duties will consist, in particular, of conducting fundamental. and 

contract research, as well as, on occasion, preparing postgraduate pro 
gramme's, teaching, supervising Ph.D. candidates and. postgraduate 
researchers and participating in congresses, scientific publications. — 
We need lawyers with a Ph.D. degree [or who are about to receive or 
and who have published in these fields. Teaching experience, good ir 
personal skills and the capacity to take initiatives will be consid 
advantages. Fluency in English is essential. Non-Dutch- speaking can 
dates should be prepared to reach a reasonably fluent tevel in the Dut 
language within two years. = 
We offer a gross minimum salary of Dfl. 5.346 and a gross maximum” 
salary of DIL 10.019 (salary scales 11 to 14]. The appointment will be on- 
a temporary basis for a period of two years with the prospect of a perma- 

nent appointment. P 


Further information about the vacant positions may be obtained from 

Dr. R.C.R. Siekmann, Head of Research tel. «31-(0170.34.20.342, or Dr. 
G.J. Tanja, General Director, tel. 431-[0170-34.20.312. Your written app 
cation including a full curriculum vitae should be sent before 19 
September 1998 to Mrs. V. Oyevaar-de Bruyn, Head of Personnel 
Department, T.M.C. Asser Institute, RJ. Schimmelpennincklaan. 29- 22, 
P.O. Box 30461, 2500 GL The Hague, The Netherlands: — ^ ^^ 4 


You are welcome to visit our website: http: fwww.asser ni 


The TMC. Asser Institute is an institution affiliated. with the. Xiniversiy: y 
Amsterdam. The terms of employe of this university are aoeordigly applicable: 






W CANADA IMMIGRATION W 


Let our exclusive group of former Visa Officers, with over 35 years 
experience, provide expert assistance and guidance to your. 
immigration process, Applications professionally and confidentially | 
prepared. Our money-back guarantee is your assurance of success go 
Best Government owned and administered Investor Funds available. | 

Specialists for skilled workers, businessmen and investors. i 









OIC CONFRATERNITY CANADA LTD, 

823-409 GRANVILLE ST. VANCOUVER, BC, CANADA, V6C iT? 
TEL: (604) 669 0389 FAX: (604) 669 3905 

INTERNET:- www. our-website.com E-MAIL-pass jöt türinfoserve. net 
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First World Bank 
Conference on 





Tapita Marketz 
at the fobratienal Level 


TOPICS: 


Macroeconomic 
implications of 
Subnational Borrowing 


Legal, Regulatory and 

institutional Framework 

| for Subnational 
Borrowing 


Ahh trimin en a He IMD rmn mn RETALIATED PATINA OO NTO HIVE ran 





| Regional and Local 
Capacity for Financial 
Management 

| 

| The View from the 

| Market 

| 

i 

| 

| 

i 


| Choice of instruments 
| and Borrowing Structures 


| 








Capital Markets 


Credit Ratings and 
Financial Guarantors 


Borrowing through 
Financial Intermediaries 


Debt Management 


Transparency and 
Iniormation Disclosure 


Collateralization 


Financial Management 
and Funding Strategies 


For additional information and registration contact L. Kuma 
| For press information contact Monica Echeverria at 
| Conference website at /www.worldbank.org/himl/extdrüA 


Development at the 
Subnational Level 


——— RRP RUN OH AONE AE UY RRNA gt AAA A A a AAA e e a A: fae tm Petree ne itn Pn either nen i ethene Stee a p eral it hy URIS Pa a RY SHA A AR mm YARRA I HERRERA VIA CANNES PAARL I HA n i ly lo nn a NW RYT h 


Dealing with 
Non-Performing 
Subsovereign Borrowers 
‘Argentinean and 
Brazilian cases) 
Financing Typical 
Subnational Investment 
(revenue bonds) 


FuroBonds | 


Financing of 
infrastructure 
invesuments on the 
Account of the 
Municipality (G.O. 
Ronds) 


* ballo ace Daten) Ligeia tou 
Vehicles for foint Public 
investments 





Local Strategies to Access Financial Markets: 


Lessons and Opportunities for 


Latin America and Central and Eastern Europe 


Santander, Spain, October 26-29, 1998 


MAIN SPEAKERS: 


Michael Barth 

Director, Capital Markets 
Development Depariment, 
World Bank 


Ana Patricia Botin 
Chief Executive Officer: 


E H H d eee NIE. OU ; 
Nintunder investment, Spain 


Shahid faved Burki 


So p OE amb Fir fie Abie 
Vice-President for the Latin 


Rwanri 3-45 ar hhean Doain 
America & Caribbean Region, 


World Bani 


Martin Burt 


haar mE Ae tee Di IHE 
Mayor of Asunción, Paraguay 


Gabor Demszky 


Mayer af Budapest, Hungary 


Luiz Paulo Fernández 
Conde 


Mayor of Rio de lanciro, Brazii 


Ricardo Hausmann 





Danny Leipziger 

Director, Finance, Private 
Sector and Infrastructure 
Department, World Bank 


Jose Joaquin Martínez 5ieso 
President, Cantabrian 


Autonomous Community, Spain 


Guillermo Perry 
Chief £a 


ii api hho fè 
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World Bank 


anomie, Latin America C 





Gonzalo Pietro 


Müvyor of Santander, Spain 


Mark Schneider 

Assistant Administrator, 
Bureau for Latin America and 
the Caribbean, LES. Agency 


for International Development 


Teresa Ter Minassian 

Deputy Director Western 
Hemisphere Department, 
International Monetary Fund 


ens 
D THE WORLD BANK 
See 








| Sanfander Investment 


E 


U EXCHQ. AYUNTAMIENTO 
E SANTANDER 


NENNEN EE AANE AIA AE IEAA INC AAEE enroute tulip ten emerit enye ricco 4 


. Speakers and participants from among policy makers, regulators, 
academics, content providers, technologists and industrialists from 
Europe, North America, Japan, South East Asia/Pacific, and emerging 


markets, to explore 


leading edge issues, probe future policy ideas. 


THE ECONOMIST: 





REPUBLIC OF GHANA 
DIVESTITURE OF STATE-OWNED ENTERPRISES 
STATE INSURANCE COMPANY OF GHANA LIMITED 


INTERNATIONAL CALL FOR TENDER 


oG), acting through its agent the Divestiture Implementation Committee (DIC), intends to sell 40% or more of its equity į 
Company of Ghana Limited (SIC) by public tender to a strategic investor or investor group. Interested parties with | 
in emerging markets are invited to bid. The GoG has appointed Sterling International Group, Inc., as consultant (the. 





" Ghana was set up in 1962 and converted into a limited liability company in August 1995, pursuant to the Statutory 

ompany' s principal object is to act as insurers and re-insurers for general types of risk. The company's premium income 

gt representing 60.9% of the overall market. SIC’s market dominance is backed by an extensive marketing i 

ranch offices, 16 contact offices and 200 agents. During the period 1993-1997, the company's premium. income gr w i 
9o. The SIC privatization represents an attractive investment opportunity in view of the company's premier. market 
ome from future improvement of operational and distribution efficiencies, and the continued growth of the industr 

| the sale of approximately 40% or more of the shares to a Strategic Investor; (b) a further sale of shares to the. publi 

on the Ghana Stock pA (GSE). 








e ea company or consortium with experience and expertise in the insurance sector in emerging markets. 
ly) who wish to acquire bid documents (including detailed bid procedures) should apply i m writing to the Constitit 
ither of the addresses below and include (a) details of their experience and expertise in the insurance sector in emerging markets; (b) a du 
- executed. Confidentiality Agreement (model forms are available from the Consultant); and (c) a non-refundable submission fee of USD 200 (foreign d 
| eda) or 200,000 cedis (domestic investors) payable by bank draft in favor of the Consultant. Es 
13, Final bids in the form set out in the bid documents are required to be lodged with the Consultant by no later than 5 p.m. local time Friday | 
September 25, 1998. ood 





For further information please contact the Consultant at: 


Sterling International Group, Inc. | Strategic African Securities Limited 
- Attention: Mr. Roger Jantio, Managing Director : Attention: Mr. James Akpo, Managing Director 
71901 Pennsylvania Ave, NW, Suite 600, Washington, pc 20006, USA. P.O. Box 16446, Airport Accra, Ghana 
Tel: (202) 785 3500, Fax: (202) 785 3505 Tel: (233-21) 23 13 86, Fax: (233-21) 22 98 16 
E-mail; Rjantio@SterlingUS.com | E-mail: sasltd@africaonline.com.gh 
The DIC and Sterling International Group, Inc. reserve th right to extend the deadline for the submission of tender bids, reject any tender bid without 


_Staling the. reasons. Or doing s SO, or cance this invitation. *] USD 2 250 cedis (1997 




























The Original New Ic pwer 


kallback "gge 


e No Deposit | e instant Activation 
e No Miminum * ideal for Home, Office, | - 
e No Set Up Fees Hotels and ein Phones : 








Our Traveler's Litigation 
Bag is made with our 
Flexible Unwreckable™ 
frame to double as your 
| laptop bag. Inside the 
19" bag, our Insiders" 
dividers protect your 
laptop and organize A4 
and letter-size papers 


48 | f ü vertically side by side mak- i Sup e 4 Lo ow ; In 7 rn a ti ona l 
ing ; space for an extra shirt. Our 22" Tel e pi h 0 n e I^ a it e S. j 


the leer carry-on size) holds your laptop, letter- 
folders and binders vertically side by side, and two 
. "shirts, and a suit wrinkle-free (in our Suitfolder). We make 
.. hard-working travel goods for frequent business travelers 
~ and sell direct to you. Please call for our free catalog. 


















| “Agents. ud 
-The International Herald Tribune | | Wanted | f 


| Tel: 1.206.599.1992 © Fax: 1.206.599.1982 - 
417 Second Avenue West + Seattle, WA. 98119 USA. PIE 
oo . emai —— aa 


“Callers get dependable, high-quality. service" 








i Lexus 
































From: 


France _ 19¢ 21¢ 2 5e. 28€. | | : 
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a Walnut or black leather 19x13x8"$795. 22x14 x 8"$1,050. di cara tah cuu iacu EI ...235€ 28€ ; 








I M arme mere a ana a Ny a a a a P A aa PATAVII EPIRI A — en —— P - —— ———— aaa — 








GLASER DESIGNS 
TRAvEL Goops MAKERS 
32 OTIS ST. SAN FRANCISCO, CA 94103 
PHONE 415-552-3188 FAX 415- 431-3999 
TOLL FREE 800-234-1075 ECON@GLASERDESIGNS. COM 


















: (SV AVE L. Fax: 1 (212) 629-3269 
Great rates from the U.S. maxinfo@ maxtelecom.net 


1 (800) 965-1645 
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| Save 30-70% on International Calls 
“Justice rated #1 in Callback 
1997 International Telecommunications Association. 
* Business, residential, and 
cellular savings. 


* Earn Free air travel with 
WorldMiles program. 

* Join the prestigious 

Justice Agent Program. 


TECHNOLOGY CORPORATION 

. It's just what you're looking for. 

. Mention this ad fora sign-up bonus. Agent inquiries welcome. 
1-310-526-2200 1-310-526-2100 fax 






www.justicecorp.com 


RATES TO THE US: 


UK. ........ 17€: 
| |France......25€ 
Germany ....22€ 
jEtaly........32€ 
Netherlands. .25€ | 
Switzerland . . 26¢ . 
Brazil....... 63¢ Numerous Special Services Included 


: Malayaa 2 49€6| - No Extra Charge - 





. Most new customers are 
: referred by satisfied 
NewWorld users 


Now earn 20% by 
referring a friend 


Business to Business agents welcome 
201-287-8400 


BM 1402 TEANECK ROAD + SUITE 114 + TEANECK, NEW JERSEY + 07666 - USA 





ATTENTION 
CALLBACK AGENTS 
& TELECOM RESELLERS! 
TOP US CARRIER 
LOOKING FOR 
MARKETING PARTNERS 
WE OFFER: 


* VOICE AND FAX OVER THE INTERNET 


ae OFFSHORE COMPANIES 
* Ready made companies 
.* Full corporate administration 
* Trade services (L/C, shipping) 
* Banking/Accounting services 
. |* China business development services 


Contact Stella Ho for immediate 
services & company brochure 


NACS LTD 
Room 1108, Albion Plaza 
2-6 Granville Road, T.S.T., 

Kowloon, Hong Kong 
E-mail:nacs@hk super. net 

Tel: (852) 2724 1223 

Fax: (852) 2722 4373 


















* INTL. CALLING CARDS WITH ONE # 
COVERING ALL OF EUROPE 
| * DAILY BILLING AND CUSTOMER SRV. 
REPORTS VIA THE INTERNET 
* AND MUCH MORE 


FOR MORE INFO CALL GREG: 
1.201.758.0300 EXT 228 
OR FAX: 201.758.0400; 
OR E-MAIL: GREGGSAKON.COM 


102 











TRAVELLING 

TO NEW YORK? 

Bed & Breakfast Service offers 200+ 
apartments, all m fashionable areas. 


Rates $90-300 p/n. 

Corporate Specialists 
Bed of Roses Ltd, 800 5th Ave, NYC 10021 
Tek (212) 421-7604. Fax: (212) 935-8617. 





START YOUR OWN 
IMPORT/EXPORT AGENCY 
i No capital or exp. req. No risk. Work 
from home. Part/Full time. Help Desk. 
i Established 1948. Clients in 120 countries. 
Free Booklet. 
WADE WORLD TRADE 
Dept 2c24 50 Burnnill Road 
Beckenham Kent BR3 3LA 
Tel: +44 (0) 181 650 0180 (24hrs) 
Fax: +44 (0) 181 663 3212 
httpZ/www.wadetrade.com 
"TA "ES WA S NE MA WB C" n r i MS Mes E E 


BUSINESS PLANS 


Customized Business Plans For | 
*SBA ¢ Venture Capital 
* Private Loans 
Written by Corporate Attorney 


1 -800-963-2453 


Cail for quotations 
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MA S SERVICE sic "» 

"" Modern, comfortable — 7v 
Serviced nO oss offering Best Value for Money. 
Unbeatable location in South Kensington. 

2 person apartment from £70 per night 
4 person apartment from £115 per night 











Tourist Board Commended 


ASHBURN GARDEN APARTMENTS 
3 Ashburn Gardens, London SW7 4DG. UK. 


Teh +4 44 171 370 2663 
‘Ge S] 
ARDEN 


A “7 : FREE CASH * 
Scholarships. Business. "Medical bilis. 















Never Repay. Toll Free. one 
9000 Ext. G-4265 US. Only ER 





FINANCING worldwide from: $50 mi | 
to $5 bill. London Libor +2 AMC 215- . 
343-9180, Fax 215-343-5969. 34 EE 
Bristol Rd., Warrington, PA 18976: ^... o 















GOV'T FORECLOSED homes from 
pennies on $1. Delinquent Tax, | 
Repo's, REO's. Your Area. Toll Free 
(1) 800-218-9000 Ext. H-4265 for 
current listings. 





2ND PASSPORTS / Driver's Licences. 
/ Degrees / Camouflage Passports / 13: 
Countries / Secret Bank A/Cs / Awards. 
GMC, Fax: *3120-5241407; E-Mait 
100413.3245(pcompuserve.com; 
http//www.globat-money.com 


IMMIGRATION TO CANADA 


CHAITAMYOT 

Barristers & Solicitors (Fourded 1928) 
Reputable Canadian law finm provides assessment of your 
chances of success, FEES BASED ON RESULT 
Fess are payable only if an imenigrant Visa is actually 
issued. and not otherwise. For an ASSESSMENT, 
. forward vour resume to: 

CHAIT AMYOT Immigration Division, 

| Place Vilie-Mariz, Suite 19090, Montreal, Canada. 
HIB 203. Tek (5141 879-1355, Fax: 879-1460, 
E-Maildeónicügebüit-amvot.ca 


| NEW AUTHORS 
| PUBLISH YOUR WORK 
ALL SUBJECTS CONSIDERED: | 

a} Fiction, non fiction, Biography, Religious, 

| Poetry, Childrens, 

| AUTHORS WORLD-WIDE INVITED. 

| WRITE OR SEND YOUR MANUSCRIPT TO-- | 

MINERVA PRESS 


Ii? OLD BROMPTON RD. LONDON SW7 IDG. 


| | PRESTIGIOUS CANADIAN 


] | ADDRESS 

| | Tel/Fax/Secretary For Your 

| | Business/Prestige Plus Other Clever | 
Secretarial & Mgt Services 
: Establish Instant North American 
Presence @ USD$20/m | 
First Global InterMedia Group | 

#121- 1027 Davie Vancouver 
| | British Columbia V6E 4L2. 


|| T 604 258 7516 F 604 258 7526. 
vt Asa acies com. l 


« Corporations and LLCs 

*« Free name reservation 

* Personal assets shielded 

* Confidential and cost effective 
* Full registered agent services 


| TYPICAL INCORPORATING FEES | 
- Delaware $199. 00 


. Wyoming $285. oo | 
Eos 


FAX: 302-421-5753 “TEL: 302-421 -5750 | 


Registered Agents, Ltd. 


E Mail: corp&dca. net. 
bid Site: 4 WWW. incusa. com 


le N. Market Sir Suite 606 * Wilr 
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www.turtletrader.com 


Futures Trading Solutions 
infoGturtletrader. com 










Our large block is central: y 
contained studio apartments s 
kitchen and bathtooht | ae 

April 1999-September 1999 fro: i 

October 1899-March.2000: fror 
A limited number of one add ts 

| apartments are available. oo 

| For further details coniicit 

; ENDSLEIGH COURT — 

| 24 UPPER WOBURN PLACE: 

| LONDON WCIH OHA 

| Telephone: 0171 878 0050 

| 




















Fax : 0171 380 0280 
All major credit cards accepted 
* This price inciodes a separate charge 


l TurtleTrader. com 


for provision of ec Goss i Lak i 


riding reor mm Pr meh nd fcr ad ar t mme eem rere eri ient py 


FINANCIAL ADVISORS 


SAVE CLIENTS UP TO 
50% ON BANK LOANS! 


w/COLLATERAL LOANS 
PAY INTEREST ONLY. 
ENROLL IN OUR 
TRAINING PROGRAM. 
ERIC A. KLEIN,ATTY. 


INTERNATIONAL DEVELOPING 
ENTERPRISES AGENCY (IDEA) 


PHONE: (212) 751.0800 
FAX: (212) 688-4442 (24 HRS) 
e-mait:panglobQaot.com 


Liability Protection. Flow-Through Taxes. 


CORPORATE SERVICE CENTER, INC. 





http: liwww. CorporateServiceCenter.com 


U.S.A. CORPORATIONS 
A LIMITED LIABILITY COMPANIES 











Foreign Ownership Allowed. Corporate 
Free information Packet 


1475 Terminal Way, Suite E 
Reno, NV 89502, U.S.A. 
702-329-7721 * FAX: 702-328-0852 


NEVADA = WYOMING 


IMMIGRATE TO CANADA 
“We Can Help” 
25 Years Experience in Imémgranon Matters 
The iw firm of Somien & Peterson 
http:/www.somien.com 
Email: somjenarsamjen com 
Suite 810, 1230 Bay Street, 
Toronto, Ontario, Canada, MSR IAT 
Tet: (4169922 S083 Fak (4160922 4234 
“We Can Help” 


US. Company, No Taxes? 
YES, YOU CAN! 


It's easy. 
It’s fast. 
it’s 100% private. 
it's 100% legal. 

For FREE consultation 
and brochure filled with 
surprising information, contact: 
GLOBAL BUSINESS SOLUTIONS, INC. 
Phone: USA+ (619) 578-7541 
Fax: USA+ (619) 578-0238 
E-mail: gbs@millennianet.com 













| As a leading publisher of market intelligence | 


information, we are developing our list of 
global market intelligence reports and 
urgently need new authors to help us grow. 
We offer a competitive fee and also a unique 
level of support to our authors. 

if you have experience of the financial 


| sector, manufacturing, or ány of the service 


sectors, please send us in confidence a 
resume of your career to date and a list of 
commissioned reports. 


Qur market research reports are read at 
executive level and by seritor managers in 
our key industries. You should have 
demonstrable skills in writing, collecting 
data and analysing the results, and a high 
level of sensitivity and flexibility in dealing 
with people and companies at all levels 
P.O. Box 4083, 

The Economist Newspaper Lid, 

25 St James's Street, London, SWIA IHG | 


OFFSHORE COMPANIES — 
TAX PLANNING | 
Since 1977, The ICSL Group has specialised in advising on the use of offshore 
companies and trusts to achieve personal and corporate tax savings. 


INTERNATIONAL TAX PLANNING 
We can provide innovative solutions to your complex tax problems. 
'We can assist you in setting up and managing a structure to help you achieve 


li substantial tax savings. 


To receive our explanatory booklet on offshore and international tax 
planning and trusts or to arrange a discussion, all free of obligation or 

| charge, please contact your most convenient ICSL office. Alternatively, 
visit our Web Site at http./www.ICSL.com. 


HONG KONG ~ Simon Hanley 


tet: +852 2542 1177 ra +852 2545 0550 


Emak Hk @ICSL.com 
ISLE OF MAN - Diane Dentith 


LONDON -- Peyman Zia 


jet +44 171 493 4244 rax +44 171 4910605 


Email: UuK@ICSL.com 
AMERICAS -- Paul Winder 


ri +44 1624 BOLBOL Fox. #441624 801800 ter +1649 946 2828 rax +1 649 946 2825 


| emait IOMGICSL.com 
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Email: tci@ICSL.com "-X 



















WORLD WIDE 


No. 1 OFFSHORE 

COMPANY AND 

TAX PLANNING 
SPECIALISTS 


Since 1975 our worldwide staff of SCF is one of the wands qe Ux Lg. 
over 275 multi-disciplined M planning practices. Fully owned andi 
professionals including lawyers. operated by lawyers and accountants. | 

po c All our consultants are professionally 

| secretaries, and bankers have | 
provided confidential and cost B — trained and will ensure your affairs will 
effective company formation in all i i be dealt with in an atmosphere of 
the major low tax areas. fl utmost privacy and confidentiality. — 


ÉwORLDWIDE OFFICES CAN]. 
= PROVIDE: = ae 








e COPYRIGHT PATENT RECTA | a 
ooo ADS 4 ASSETPROTECTIONTRUSTS — ^ 

€ BAHAMAS UEM Ne jeweils REGISTRATION n 
e BELIZE $500 i TION/2 D CITIZENSHIP | 
9 BV ISLANDS $500 EE 

€ DELAWARELLC $495 mm LOWEST T YEAR 

© GIBRALTAR £250 E | Be 
Tor EE ELI LL CL 
@ HUNGARY $1995 MI E 
© IRELAND £225 pe 

€ ISLE OF MAN £250 


TAE 3 "LONDON OFFICE 
ONES. $75 CHELSEA, LONDON, 
@ NEVIS $575 BM 

| @ SEYCHELLES ME SW3 6NJ 
Other Jurisdictions & Offshore Banks TEL: + 171-352 2274 


Available on Request FAX: + 171-873 9688 
S ses EVELINE KARLS E-mail: offshore@sctgroup.com | 


+352 224 286 Fax: 4352 224 287 


FINLAND -senny compuanen | METTETE 
Tei: +358 9 6989 2559. Fax: +358 8 6969 2565 
HUNGARY - LASZLO KISS 85c (Econ) | WWW. scfgroup. com 
Tel: +36 1 351 0959. Fax: 436 1 351 9958 | 
CYPRUS - CHRISTODOULOS VASSILIADES DUBLIN OFFICE 
Attorney-at-Law 27-29 LWR PEMBROKE ST, DUBLIN 2 
Tel: 4357 2 473211 FAX: «357 2 463463 TEL: + 353-1-662 1388 
SINGAPORE - DIANA BEAN n AEE 
Tet: +65 535 3382 Fax: +85 535 3991 FAX: + 353-1-662 1554 
HONG KONG - RAYMOND CHOI E E-mail: slip da jolie 
MBA MLIA (Dip) B | ther European Office: 
Tel 4852 25220172 Fa 485225211190 M B | 
SHANGHA!-BARTDEKKERuM B ^ 755 Budapest Lisbon, Morc. Moscow, = 
Tet +86 21 6248 4355. Fax: «86 21 6248 1421 Nicosia & Sofa ë — M 
USA WEST COAST - AICS Ltd = 
KEVIN MIRECKI Attorney-stiaw For a free colour brochure on 
Te +1 714 854 3344 Fax +1 7148546967 M. | how you can save taxes please 
For immediate Service & our Free 110 | complete this coupon below: 
Page Colour Brochure Contact: - ; - 

ISLE OF MAN - C W FORSTER 
OVERSEAS COMPANY 
REGISTRATION AGENTS LTD 
PO Box 55, Ramsey, 
| isle of Man, Great Britain, 1M99 4EE E. 

E-mail: economist@world-mail.com E-———————————————— M 
TEL: +44 1624 815544 
FAX: +44 1624 817080 

LONDON - RICHARD COOK, BSc 
Teh s44 171 355 1006 Fax: +44 171 493 4973 
1509002 CERTIFICATED 



















————————————A—A ERR 


| Address 


Offshore information on 
www.ocra.com 
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COMMODITY PRICE INDEX- 






| OUTPUT, DEMAND AND JOBS America's GDP growth was revised up to 3.6% in the year E 



































| to the second quarter. Australia’s GDP grew by 0.8% in the second quarter; its annual growth | American grain prices have | 
| rate slowed to 3.9%. French industrial production fell 0.3% in June, but was up 5.3% on the | been under pressure for several months in | 
| year. Japan's unemployment rate edged down to 4.1% in July. | the face of a record soyabean crop, the sec- | 
% change at annual rate The Economist poli industrial Retail sales isi dc eens | ond-biggest or E MK and the big- | 
GDP GDP forecasts production (volume) % rate | gest wheat harvest of the decade. This week | 
3mths! 1year — 1998 1999 3 mths! 1 year 1 year latest yearago | Chicago maize prices sagged to 10b-year | 
Australia £31 +3902 +30 +27 +65 «420 + 2.8 Q 83 u 8? | lowsofunder$2 bushel, soyabean prices | 
Austria na +42 Qt +28 +29 “136 +25 Mx +34 May 45 nt 45 fell to 11-year lows and wheat prices | 
Belgium +58 4 4601 +28 +27 na + 43 un + 46 Mar 136 Aug 14.1 | nudged a 21-year trough. Thanks to low 
Britain — — *21 +26 Q +22 + Ux +42 + 0.2 jun + 3.0 m 6.2 Jun3 7.2 | prices and falling demand from Asia, | 
Canada +37 +38 Qq +32 +25 +30 + 2.4 ln —— * 61 May 84 ju 90 | farm income is set to fall by 12% to $53 bil- | 
Denmark - 12 4370101 428 +24  ~-186 + 41 Jun ~ 07 un ond 6.5 jui 8.0 | lion in 1998 Exports—which account fora | 
France +28 43.0 Q2 429 + 28 +42 + 53 iun + 5.2 Jun 11.8 Jul 12.5 i ir : 4 
Germany — +39 +380) +25 +27 -38 +09 nn -31 nm 109m 116 | fifth of farm receipts—are expected to | 
| Italy = 04 25 0). #24 F28 -07 + 42 Jun +713 wa — 120 m 121 | drop by 5% to $52 billion in the year end- | 
| Japan -53 -379% -17 +04 -11.7 -93 y - 38 n 41 34 | ing September 1999. America is to donate | 
| Netherlands + 28 +34 qp +36 +33 +03 +35 un +16 apr 42w 57 | 25m tonnes of surplus wheat to poor | 
Spain +37 +370 +38 +37 +32 + 55 May na 3188 juf 210 | j countries this year. | 
Sweden +78 +41 Q2 +29 + 30 -07 +47 May + 2.3 jun 8.0 wut 91 | | 
Switzerland +19 +2401 +20 + 2.0 na +103 qi* +29 wn 35 wt — 50 | 1999-100 % changeon | 
| United States + 16 + 36 Q2 +33 + 22 - 04 + 18 hi + 76 iun ^ 45 h 49 | Aug 25th Sep 1st* one one | 
| *Not seasonally adjusted. T Average of latest 3 months compared with average of previous 3 months, at annual tate, tNew series. &Apr-Jun; claimant count | ON year | 
rate 4.7% in July. * *May-iul. | Dollar index | 
| - —— [7 — — -— | Allitems 89.0 Coy ee meee oe ae 
| PRICES AND WAGES Japanese consumer prices fell 0.1% in the year to July, their first year- |food 1013 990 - 53 -243 | 
| on-year decline since March 1996. Canadian producer-price inflation rose to 0.3% in July. | industrials icu MEM RE | 
| Canadian workers were awarded a pay increase of 2.6% in the year to June, a riseof 1.696 in. | — Ai 78.3 75 +07 -199 | 
| real terms. Dutch workers’ wages rose 3.1% in the year to July. | Nl — 926 7 319 - 12 -188 | 
| | Metals 69.6 704 +22 -208 | 
% change at annual rate The Economist poll | Sterling index - | 
Consumer prices* consumer prices forecast Producer prices* __Wages/earnings | All items 96.9 93.7 =- 52 =262 | 
3mths! 1 year 1998 — 1999 3 mths? 1year — — 3mths! — 1year | Food 1104 1053  - 79 -284 | 
Australia — — «24 +07 +i +22 +13 411Q@ +05 +2802 | industrias —— | 
Austria | nl + 0.9 jul £11 +15 -17 -03u mw na | Al 85.2 835  - 20 -239 | 
Belgium — + 17. * 04 Ag * 13 +16 +01 +01 My +33 +239 Mal —— 109  — 978 - 38 -229 | 
Britain 452 + 35 Ju +31 + 2,7 + 03 + OB jul + 68 O + 50 ) May oo Metals 75.8 _ FAS č ~ 0.6 -247 | 
Canada « 19 « 1004 — «12 +18 +12 +03 wi +24 +26 wn | SDRindex | 
Denmark +25 + 18 jul +20 +26  ~04 - 05 iu + 50 + 42 Feb | Allitems 91.1 886 - 42 -221 | 
France +09 + 08 uu * 09 +14 - 20 - 07 Xn +18 +24 Apr | Food. 1037 996  - 69 -241 | 
Germany +24 +09 ul +11 +14 40. 200 — na + 17 ju* — industrials ————— | 
italy — +15 +18 ub +18 +20 -09 +04 un +21 42.1 it | Al 80.1 790 - 10 -198 | 
Japan +04 - 01 Uu +03 - 03 +17 -03 āă O ăěë nma - 02 un | Nat 949 925 -28 -187 
Netherlands - 11 £20 +22 + 23 2S: 42d +30 «21 | Metas 712 708 + 05 -206 
Spain _ +19 222 +20 +24 -12 ~O2 un +32 +2904 | Gold ii Fang 
Sweden _ na + 06 Ju +06 £11 -27 -113 +39 *22 Mat | Speroz 28315 —— 27905 - 28 -135 
| Switzerland ni + 0.1 Aug +02 409 -1i = 15 n na + 05 1997 l | Crude oil North Sea Brent _ | 
United States. +23 +17 Jul +17 +24 +04 -03 uw * 39 +42 mi | Sperbarrel — 12.60 1257 - 07 -323 
*Not seasonally adjusted * Average of latest 3 months compared with average of previous 3 months, at annual rate. **New series * Provisional. T Non-food agriculturals. | 





| FORECASTS Every month The Econo- 
mist polls a group of forecasters and calcu- 

. | lates the average of their predictions of 
. |. economic growth, inflation and current- 
~ -account balances for 15 countries. The ta- 
- 1 ble also shows the high and low forecasts 
| for growth. The previous month's fore- 

| casts, where different, are in brackets. Al- 

| though most of our seers have revised their 

. i estimates after this week's financial-mar- 
`| ket turmoil, some are still waiting for the 

i dusttosettle. Even so, the forecasts are get- 

| ting bleaker. Since last month, the forecast 

| for growth in 1998 has fallen in four coun- 

. | tries, and risen only in Sweden and Swit- 
| zerland. Japan's economy is expected to 
| shrink by 1.7% this year. Expectations of 

|! American GDP growth in 1999 have also 

| fallen dis 
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+ 2K St | B TAXES Governments in rich countries | 
d cession mounted. Six of th e tharkets i in the table hit new Eius forthe year. Wall Street fell6.4% | aretakingan ever-higher share oftheirciti- .' 
on August 31st, but then bounced back. It still ended the week to September 2nd down 8.7%. zens' incomes. In 1996 OECD countries’ av- | 
















































































































Share price indices — ^. | % change on | erage tax revenues rose to 37.776 0f GDP, up |. 
n 1998 one |^. ene record Dec 31st 1997 | from 36.1% in 1990. Only a handful of 
Sep2nd high iow weak year high iwilécal ing  countries—Sweden, the Netherlands, Brit- E | 
iia Se ee Li i Lc c eccL m e d ce o I SUL MEM... Vm am New Zealand; Australa and Japan- i 
AM cce Em o He co n imr xD CANNE NER 24133. | have cut their tax burden in the. 199 
Austria E 6286 1,146.9 Z4. 4 187 3331 = 103 - 79 | f 
Belgium - re er BOE TP QE CM 2.4050 Zaa ni 184 . zag ^ 13860 | Governments raise money in very ( 
“Britain 50688 -56 452 -153 + 20 «35  €ntways. income and profit taxes mak 
55307 -79 -152 -274  - 152 -215 | 60%of the Danish government's take, bu 
6 29 * 61 — -160  - 32 - 06 | only 18% of France's. Consumption taxes | 
45 +250 — -146 + 229 _ +259 | account for 40% of Ireland's tax revenues, 
3 Si e co m a De ee batoniv12x of Americas. D 
c 1084 1.1332 7198 + 259 Z +2387 | 
— 13,915.6 - 3 -233 (631 ~ 58 A SM 
< 8920 ^ - 29 +185 -164 + 204 4235 
.. 6326 - 66 +286 -203 + 194 +225 
- 2853.1 - 82 (+05  -209 + 43 +4 
.50621 O - 52 | «249 O -187 4 92 ^ 104 





Heime ea ee man pare mamanman na maana iapa ia aa a a a e e ai 






MONEY AND m in 
i pe ie 2 lds. on [ihe safest of havens, 10-year German bunds, fell to 4. 4.2%. 










Interest rates % p.a. (Sep 2nd 1998) 












over-  3-mth money market . banks bond yields — _ Eurocurrency - 
night — latest — year ago — prime gov't? corporate — 3 mths bonds 












Denmark na 453 3168 4.30 358 — 675 474 712 433 4.61 








































































































. France +10.2 45.1 kun — 338 348 332  . 655 434 467 353 390 
` Germi +50 442 —343 3.50 331 505 423 437 350 388 
+85 *1124n 531 506 688 788 472 52 500 434 
Japa +83 435 ul 036 O58 O47 163 134 120 633 085 _ 
Netherlands +61 +84 ni — 332 327 3.32 | 525 435 48 | 333 392 __ 
Spin — 4114 «17m 465 43) 5203 700 46 493 43 ^ 405 
Sweden na +54 M 410 420 415 466 483 518 430 460 
. | Switzerland — «56 +08 un 156 169 138 363 284 33! 161 218 
(| United States «06 +93 u 572 sa 380 850 308 666 356 aas 
. | t Ten-year bond rates (United States 30-year 5.3496, Japan No.182 1.07%). 
Ln _*Narrow: M1 except Britain MO, broad: M2 or M3 except Britain M4. Sources: Banco Ambroveneto, Banco Bilbao Vizcaya, Belgian Bankers’ Assn, Chase 
. FL Manhattan, CA tf investment Bank, Commerzbank, Crédit Lyonnais, Credit Suisse First Boston; Den Danske, Deutsche, Generale, 1.8. Morgan, Paribas, Royal 
| Bank. of Canada, SE-Banken, Svenska Handelsbanken, WEFA Group, Westpac, DatastrearmiCv. Rates cannot be construed as banks" offers. 
& | OP a VERO GNE IBI HE TN DRE LEE RR EE E RR RE ETIN ES E RES Re REOR E T 
| | TRADE, EXCHANGE RATES AND RESERVES The dollar's trade-weighted value fell 3.0% in the week to September 2nd, while the yen ] . 
E | „rallied by 3.5%. Investors who had borrowed cheaply in yen in order to invest in America’s stockmarket may be unwinding their pomon / 
E | eee s visible-trade deficit widened to $2.8 billion in the year to July. a 
5 Js : Trade balance*, $bn Current account, $bn Exchange rate Currency units per $ Currency units Foreign reserves? $bn 
on | latest latest 12 latest 12 mths trade-weighted? Sep2nd year ago pe per — per per. atest.  yearago- 
|] month months Sep 2nd . year ago £ DM ecu euro$ BRA 
| Australia — - 0.54  - 28 —  - 162q) ^0 31781 ^ 3927 ^ $17! 137 ^ 286 ^ $098 ^ 193 194 ^^" 148m 193. 
| Austria — — - 129 qi$5 - 49 :.32 May 1034 ^ 1022 o | ae. LE ae 206 — 04. 139 139 — en — 206. 
| Belgium — — * 087 an + 116 — — * 135 Ma — 1030 . 1017 — ^ 361 A Luna RE S UNE S DENEN UC NEN 19.7 mo — 168. 
j Britain — .— 237 un — 270 — OR , 1050; 1006 &— à 060 &— 063 &— —- 034 — 067 Á 068 ^ à. Mar — 352 
j Canada — — * 105 jn — 123 —  - 13102 ^) 765 | 851 — 155 138 —— |. £98 008 cust du ES o 198 LE 
fa RN 1 09 Myo r 90 5 5 05 0E 5 Ue IO es 208) 692 TENT ante Sat POE QUE I c IM OT 
France — 5250 iun « 294 * 397 May 1065 | 1045 587 —— 6312 — 980 335 66! à 6850  365Ap 302 
| Germany + 5.41 iun LE 73.5 + 23 in — 1047 : 102.6 LIS - 1.82 2.92 - 1.97 1:97 798 iun 80.8 
| Ray — «274 May +269 * 291 Mey 762 — 760 — 1729 — 1775 2887 ^ 988 1947 1952 46] m 412. 
| Japan —  — * 967 in — «1161 — — «1112 à» — — 1119 — 1282 5 ^ LLL NND S C UNI he a 155 193. 2058 May 2206. 
| Netherlands + 1.13 May38 + 162 + 22.1 Q4 1023 . 1011 1.98 2.05 3.30 1.13 223 222 22.8 lun 27.1 
| Spin —— - 1.60 m - 195+ 64u 7] 768 18 153 Bi G4 
"| Sweden + 1564 + 175 + 53Xn . 836 | 860 795 787 133 454 895 896 127 wn 143 
| Switzerland + 0.13 Ap + 02 + 2110 1076 | 1055 144 150  — 241 082 162 161 348 kn 350 
| Unite States -2052 m -H37 — -iq — 123 és — - — - $18 05 18 18 Si Shi. 
i * Australia, Britain, France, Canada, Japan and United 5 States im imports fob, exports fob. All others cit/fob. *1990-100, Bank of England. tExciuding gold, IMF definition. 
l | SForward rates for delivery January 1st 1999, calculated by LP. Morgan. §§Not seasonally adjusted. 
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B EMERGING. STOCKMARKETS Al- 
most all emerging stockmarkets have | 
| taken a severe battering this year. Ofthe25 | 


tte mee tet MÀ neta À MM Atri tertrdtrttetertt anaiarena 





ECONOMY One more Asian economy—the Phili brin fecónded negative GDP growth in in 


the year to the second quarter; Chile's and Turkey's growth slowed sharply. Greek industrial 
production slowed in the year to May, as did Portugal's in the year to June. In the year to 


markets regularly tracked by The Econo- | | August, consumer-price inflation slowed to 6.9% in South Korea and to 7.6% in Thailand. 


mist only three—South Korea, Greece and 
Portugal—are up in dollar terms com- 
pared with the end of 1997. As well a 

burning investors, these countries’ dee 
economic troubles will slow the develop- 
ment of their stockmarkets. Throughout 
the 1990s the trend was for ever more com- 
panies to list on emerging exchanges: at 
the end of 1997, 19,787 firms were listed 
on emerging markets, according to the In- 
ternational Finance Corporation (this was 


231 fewer than in 1996, largely because of | 


the delisting of thinly traded companies 
in the Czech and Slovak markets). The trc 


expects the pattern of fewer new listings to 


continue, as firms are merged or go bank- 
rupt thanks to the continuing crisis. 





A shange on yearearlier — ^ Latest 12 months, $bn ^ Foreign reserves, $bn 
GDP Industrial Consumer Trade Current Latest Year ago 
production prices balance account 



















































































China + 5.8 qi + 79 u$ — = — 14 n +45, OG i jun +29.7 1987 — 149.37 im — 12095. 
Hong Kong -289 - -40o + 32) -155a =- &lisw* 96.4 may 66.6 
india +43 * 52 + 124 n —— - 72 ha -62 240 x 1263 . 
indonesia — ~62o8  . £107 Q + 7204 +192 mn - 210 — 18.0 e 203. — 
Malaysia = 180 - 6.0un + 58i + 64hn  - 48197 19.7. May 263 — 
Philippines — - 12q  -l8a + 106 wh  - 681»  - 380! 293.2» 102 
Singapore — €16qQ -09m  - 04 - 05An +1360 7l9'ww 804 
South Korea -~ 660 -129m  * 69 As 4278 As +281 408 &m 341 
Taiwan |o 453 0 - 4 24M + 0S9) £515 +5502 833 wr 0 — 
Thailand - 041997 ~175 My + 7609 + 84n0 +2901 267 My 323 — 
Argentina + 690 + 17 ps + Li Aug - btia vtl Q 228 un à 197 -— 
Brazil sida — —— +02 + Alu  - 64m -325% 714 my 575 
Chie — — «54qQ -36s * 53x - 355 -5105 J5] i T 
| Colomba +570) + 19M  * 203.4 = 32 6 -56197 87 a 99 
| Mexico —— *43QqQ *70Xn + 154i — - 52M O -107o0 307 wn 238 
Venezuela + 51:9 ——— Of na o ooo + 381a + 95 mæ + 60 199 126 ìm —— 132 — 
Greece — — — «* 315 1997 + 68 May + 5.1 hea -148.1 fee ^ - 48 feb —  — 187 jm __ 15.4 
Israel + 2.002 +t OF nt 80 -67u ~~ 310 213 an 179 
Portugal — £37 3099 + 09 5n + Bla — -103aw« — - 73) 155 My 153 — 
South Africa + 04 q -= 16un + 66) 15) - -19m 53 My 37 
Turkey —— +269 #24 + 854m -224 kn - 18hm 265 tn 161 — 
Czech Republic ~- 0.9 Qı + 50 tun + 10.4 iu ~ 28 a cr do i 0.8 an 108 č 
Hungary —— «49g —— +142 un + Miu - 209m kn 101 Ap ——— 80 
Poland —— — « 65qQ — 61x  * 1195 -li6u  - 421» 243 im 194 . 
Rusia  —  - 45) ——- —94u r dum . «94m 3309 . 112 ey 204 


FINANCIAL MARKET s Emerging stockmarkets continued to fall. Kuala Lumpur dropped 
13% on September ist to a ten-year low after the Malaysian government imposed capital 





controls. Singapore fell 10.6% and Bangkok lost 8.8% in the week to September 2nd. Latin 


American markets followed Wall Street's lead, first plunging and then bouncing back. 



































Currency units Interest rates Stockmarkets % change on 

~~ pet$ — — pef — short-term Sep2nd = Dec 31st 1997 — 

Sep 2nd year ago Sep 2nd. 96 p.a. | one “in local in $ 

week currency terms 

China — 828 829 138 696 1,209.2 UE - 39 = 39 
HongKong — 775 —— 774 129 ^ 31439 ^ 73557] ë - 61  - 314 = 34 
Inda —— ^ 426 ^ 365 ^ 710 800 — 28869 ^ - 36 =- 211  - 273 
indonesia — — 10900 3038 18199 ^ 5775 ^ 3296 ^ - 8j = 179  - 586. 
Malaysia — 380 — 298 ^ 634 ^ ^ 950 ^ ^ 2946 ^ - 92  - 504  - 492 
Philippines — T e 5 -- 18. oo 11978 "^ - 69  - 359  - 441 - 
Singapore ` 17400 152 29 O 53t COICO 459  - 476 
South Korea —— 134! 905 ^ 2238 ^ 1020 ^ 3144 - 10 = 165 + 56 
Taiwan 348 287 581 675 64717 m50  - 210 ~ 257 _ 
Thailand — — 407 — 377 BD 1350 ^ 2076 ^ - 88  - 443  - 340 - 
Argentina 100 1.00 L67 1970 3904 - 34  - 432  - 432 
Brazil — —  — 118 —— 109 — 197 | 1800 68050 -74  - 333  - 367 
Chile — 473 416 —— 790 a 32865 -56 =~- 315  - 365 __ 
Colombia 1.526 117! 2,548 3364 8555  — - 92 ~ 402  - 492 O 
Mexico —  — 996 — 737) ^ 166 ^ 2715 ^ 31786 - 23  - 392 SOR 
Venezuela 582 496 972 5219 29487 - 54  - 659  - 705 
Grece —— ; 300 286 501 1678 2,004 -11.0  * 487 € 407 
israel — — 382 — 352 638 ^ 76! ^ ^ 2870 ^ - 51  - 14  - 86 
Portugal — 179 184 299 ^ 434 ^ ^ 48266 ^ - 60 + 276  * 310 
South Africa — 621 — 470 1037 ^ 2168 ^ 49115 ^  -112 ^ - 208  - 380 
Turkey 276,870 169.040 462262 6800 26655 -111  - 228  - 422 
Czech Republic — 311 ———— 342 519 141 O 3833 -100  - 226  - 137 
Hungary — 223 197 ^ 373 1659 ^^ 54153 ^ -152  - 323  - 381 
cete NEP TOM NERIS RAE T E A TTMECN DNO 
Rusia iC 1250 584 — 2087 6000 £4656 - 138 - 85 « 921 


Met Tei t ri memorem à Vm mma rar rp a m aai e tri narra ar m Nr RP a Petr rte 


Sources: Navona! statistics offices, central banks and stock exchanges; DatastraanviCV: HU: Reuters; Warburg Dillon Read; LP. Morgan; Hong Kong 
Monetary Authority, Centre for Monitoring Indian Economy; Bank Negara indonesia; Nba Banking: Philippines National Ecoriomic and Development 


Authority; Hoare Govett Asia; FIEL. Baring Securities; Merrill Lynch; Bank Leumi Le-tsraed, Standard Bank Group; Akbank: Bank Ekspres; Deutsche Bank; 


Russian Fronomic Trends. 
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The TO modon NKL-Lottery: 
Nearly 400 years now, the NKL (Nordwestdeutsche Klassenlotterie) has been 
awarding MILLIONS OF DEUTSCH MARKS to people all over the world. 
Now the 10 German States celebrate the 101st Super-Lottery: There 
will be a firework of prizes in the million range! This is your chance! Take 
advantage of the additional prize payout of the DM 34 Sunday-Millions! 


WINNING-CHANCES are guaranteed: 





How your prize is paid out: 
You'll receive a written winning notification immediately. All prizes 
are free of German tax and are paid out in full directly to you anywhere 


in the world. Everything is kept strictly confidential by Wessel. 





Wessel provides worldwide service: 
Wessel has been providing lottery-services as a state accredited lottery 
agency on behalf of ten German states since 1893! 

All of our customers become a member of the Wessel Gold-Club. You can 
collect bonus-points while playing the NKL-lottery and wn them 
later for high quality premium offers. There are no extra club charges! 





With the limited number of tickets (1,500,000) more than every second 
ticket will win! But still you can improve your chances with the Combi- 
Strategy: With a 7/4-Combi the odds increase up to 99%! 


Choose your Jackpot-size: With the ticket-share you choose your size 


of the prizes which are assigned to the Official 





To order your Ticket / Combi for the 101st Super-Lottery, please 
fill in the attached coupon now and return it to us. You will receive your 
personal Document-Folder with the original tickets, the Official Winning 


Wrong Plan of the daily drawings! The absolute 
Top-Jackpot will be DM 10 Million! Altogether 


there are 160 prizes in the million range! 


Plan, your club card and our club brochure immediately! 







Playing NKL-lottery is very easy: 
With your ticket- or Combi-subscription for the NKL you will receive your 
official NKL-Tickets which take part in the daily drawings for almost 

6 months: The 101st NKL starts on Sep. 25, '98 and ends on Mar. 22, '99 with 
the NKL-Super-Chance of winning 50 x DM 1 Million on a single day! 
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LETTERS 


Weapons inspection 


Sir—In your article on America's 
bombing of a suspected chemi- 
cal-weapons facility in Sudan (“A 
case of mistaken identity?", 
August 29th) you refer to a recent 
Human Rights Watch report as 
claiming that: "Sudan had stored 
Iraqi chemical weapons at the 
Yarmouk complex south of Khar- 
toum in a heavily guarded mili- 
tary area." Not so. 

In theonly reference to chemi- 
cal weapons in our report, “Glob- 
al Trade, Local Impact: Arms 
Transfers to all Sides in the Civil 
War in Sudan", we quote 
Sudanese opposition leaders as 
charging that Iraqi chemical 
weapons are stored at the 
Yarmouk Military Manufactur- 
ing Complex We also quote 
Sudanese government officials 
as denying these charges. 

Human Rights Watch is not in 
a position either to confirm or 
reject allegations that Sudan has 
stored chemical weapons for 
Iraq; is developing its own pro- 
duction capability; or has used 
such weapons in its war against 
rebel forces. We do believe that 
an investigation of such allega- 
tions by an independent agency 
would be beneficial. Also we 
have urged the government of 
Sudan to sign the Chemical 
Weapons Convention. 

When I met Mustafa Osman 
Ismail, now foreign minister, in 
Khartoum last November, he 
stated: "Anybody who wants to 
come and check on whether we 
have chemical weapons can do 
so, including a United Nations 


The Economist, 25 St James's Street, London sw1A 1HG 


would have to make a clear decla- 
ration at the end that there is 
nothing there." 

Mr Ismail's terms obviously 
may not be acceptable to inde- 
pendent investigators, but his 
offer, and similar ones made by 
Sudanese officials since the 
attack, ought to be taken serious- 
ly and the terms of an investiga- 
tion negotiated. 

Joost HILTERMANN 
Human Rights 
Watch 


Washington, DC 





Laying down the law 


SiR—You assert that law-and-eco- 
nomics scholars "assume" that 
competitive markets generate 
efficient outcomes and that gov- 
ernment regulation is often 
harmful to consumers (Econom- 
ics focus, August 29th). You are 
mistaken. The conclusion of law- 
and-economics scholars, that 
markets are highly efficient and 
that government regulators more 
often than not foul matters up, is 
based upon solid theoretical 
work and empirical research. For 
proof, see any issue of the 40-year- 


old Journal of Law & Economics. 

DONALD 
Irvington-on- BOUDREAUX 
Hudson, Foundation for 


NewYork Economic Education 


SiR—You suggest insider trading 
would enhance pricing accuracy 
but frighten outside investors. 
Suppose insiders could register 
as such (for a particular security) 
and trade legally—but only 
through an authorised “insider 
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broking" body. Regulation 
would be simple, the flow of 
information rapid and an out- 
sider would know whether their 
counterparty might have insider 
knowledge. 

The state of insider wisdom 
could also be metered by com- 
paring insider behaviour with 
subsequent stock performance. 
Insider take-up of new security 
issues and flotations might also 
be interesting. If, for example, 1 
have intimate knowledge of a 
company about to launch a great 
new product—it is already prof- 
itable and growing fast—then 
would 1 dilute my equity? If so 
why, and at what price? Caveat 


emptor. 

Lancing, 

West Sussex | JAMES FERGUSON 
Se) ae — — 

Rated PG? 


SiR—You say that governments 
should not require investment 
securities, notably mutual funds, 
to be rated (‘x-rated”, August 
22nd). We wholeheartedly agree. 
However, contrary to your 
assertion, Standard & Poor's 
fund-research ratings are not rec- 
ommendations to buy, hold or 
sell securities. Rather, for exam- 
ple, a Japanese fund rated by us 
means that, in our opinion, the 
fund has been a more consistent 
performer than other Japanese 
funds and that the management 
team evidences better than aver- 
age experience, depth and 
resources. We believe this analy- 
sis is more valuable to investors 
in mutual funds than quantita- 
tive measurements based solely 


on past performance. 
Leo O'NEILL 
President 
New York Standard & Poor's 
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Dealing with Hamas 


Sir—How you can characterise a 
relationship between a terrorist 
group and a supposed partner in 
the Middle East peace process 
(“Keeping its powder dry’, 
August 22nd) in any sort of posi- 
tive light bewilders me. 

You described Sheikh Ahmed 
Yassin as being seen as the mod- 
erate face of Palestinian 
Islamists, his fiery language 
notwithstanding. However, I 
quote—from an August 26th 
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Reuters report—this "moderate" 
leader ofa terrorist group respon- 
sible for the deaths of several 
scores of civilians: “Our reaction 
will be against Israel in our Pales- 
tine because by attacking Israel 
we are harming America.” This is 
a Statement that sounds more 
like someone who is firmly 
against the peace treaties which 
the Palestinian Authority claims 


to be fervently behind. 

New York BRETT PEVEN 
——Ü ——— 

On the waterfront 


Sır—The Brazilian state of Ceara 
is not just thinking of charging 
commercial users for private 
extraction of water (“The north- 
east: politics, poverty and water", 
August 29th); it has been a pio- 
neer in doing so. 

It is also a front-runner in 
reservoir building and water 
management in Brazil. Backed 
by the central government and 
the World Bank, Ceara's local 
authorities will invest almost $1 
billion in water works over the 
next five years. 

Fortaleza, J.N. Bessa MAIA 
Brazil Governor's Office 
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The state of Denmark 


Sır—Carl Eriksen, the modern- 
day Hamlet who disparages Den- 
mark's Ophelia (Letters, August 
29th) is misinformed. Danish 
men havea healthy life-expectan- 
cy, of 73 not 67 years. Marriages 
are booming and for every Dan- 
ish Prince Joakim who marries à 
foreigner, a James Vaupel mar- 
ries an attractive Dane. 
OTTO ANDERSEN 
Copenhagen Statistics Denmark 
JAMES VAUPEL 
Odense, Danish Centre for 
Denmark Demographic Research 
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What's your poison? 


Sig—1 suspect Lexington (August 
22nd) may have given Kool-Aid a 
bad rap when he cites it as the 
base for the cyanide cocktail at 
the Jonestown mass-suicide in 
1978. | was a member of the Task 
Force at the State Department 
that handled repatriation of the 
remains of the American citizens 
who died at Jonestown and, if 
memory serves, the brand used 
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Strategic Consultantcy 


Cambridge, Glasgow and other European Offices 
Competitive Salary plus Bonus 


Analysys is the leading independent consultancy in telecoms with a global reputation arx 
We eae uncertainty for our clients by bri inging strategic insight and analytical rigour to 

assessments and strategy planning, It is your vision and creativity that will influence t 
decisions which are shaping the exciting future of telecoms. You will be joining a consultar 
tinguishes itself from the competition through the depth of its industry knowledge and the v 
it can quickly deliver to its clients. You will work on a variety of intellectually challenging pr 
an environment which encourages continuing professional development and recog 
targets can be reached without sacrificing qua 


Mobile Communicat 


Clients will look to you for a clear view of this evolving market. Your ability to deliver ^ will be 
dependent upon your knowledge and experience of mobile strategies and market analysis: “Ths 8 
will probably be gained from working with operators, equipment manufacturers, or in a consul oo 
rae! environment and will include an understanding of the issues surrounding UMTS, ^. 
fixed/mobile convergence and spectrum allocation and pricing. As well as managing key assign- 
ments and developing client relationships you will be a significant contributor to our 
growing reputation in the mobile arena. 


Telecoms Finance 


You will deliver creative corporate strategies maximising shareholder value for a diverse range 
of clients from the largest players in the industry to entrepreneurial new ventures.Clients will 
expect you to identify opportunities from mergers, acquisitions and licence evaluation 

processes. You are likely to be working in either the business development or strategy... 
department of an established or start-up operator, investment bank or consultancy. You 
must have an impressive track record in strategic problem solving in telecoms finance. 








-- As well as looking for outstanding individuals to fill these two specific roles, ve want 
to hear from people with excellent academic qualifications, and Slot skills. If 
= you have experience in telecoms and particularly the rapidly developing Internet, 
and satellite fields, we would be pleased to hear from you. Opportunities exist in 
a number of our offices. We reward exceptional people with competitive 

: benefits packages and first class career development. 


Phone Sue Gibson or Lorraine Buckman to discuss these opportunities on 
4-44 (0)1 223 460600. Alternatively write, fax or email your cv and salary 
ine ons to: Analysys Limited, St Giles Court, 24 Castle Street, 


Cambridge CB3 OAJ Fax +44 (0)1 223 460866. 
Email recruittment@analysys.com 


Analysys 


http://www.analysys.com 
Cambridge 
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- August 29th) but this particular 
horse has long since bolted. In 
- Britain, we love our surveillance 
- cameras; we organise lynch 
mobs to target undesirables such 
as paedophiles; we allow the gov- 
mment to tell us what we 
should and should not eat; we 
value emotion over reason; and 
we generally regard civil liberties 
-as loopholes in the law. Those 
who attempt to defend the civil 
- liberties of paedophiles, the men- 
tally ill or Irish Republicans are 
likely to encounter the retort that 
"these particular groups are a 
threat to “normal” people who 
have a right to be protected from 
them. 
5 Thus, it is no surprise that 
,, Tony Blairis able to put a positive 
< spin on the notion of “Dracon- 
- jan" measures. Mr Blair knows 
© his constituency and is unlikely 


cerns of The Economist. 
-London MARK TIMPSON 


Ae a e etm e 


Sim—-You clearly criticise the 
measures taken by the British 
and Irish governments in the 
< wake of the Omagh bombing as 
aninfringement of civil liberties. 
Yet, in the same issue, you justify 
the missile attacks by America. 
These actions against Afghani- 
stan and Sudan were nothing 
other than state-sponsored ter- 
-rorism against weak nations, and 
an infringement of the basic 
rights of those countries. 1 am 
sure you would not have sup- 
‘ported violent military attacks 
on suspected members of the 
“Real ra”. The views taken by 
our newspaper suggest that peo- 
le's lives are worth less in poorer 
ces ountries than in richer ones. 





Reading the future 





1R—1 was dismayed to read your 
icle on science in fiction 
22nd) as the author evi- 
has not even a passing 
dge ofthe subject. 

Ap rt from the objectionable 


6 


mistake of cont 3 
tion and. fantasy. “You should 
» . read some science fiction before 

~ passing judgment: for example, 
Robert L- Forward, Fred Hoyle, 


R~It was nice to see you stand- 


ing up for civil liberties (“Overre- 
. ct in haste, repent at leisure”, | 


to be fazed by the quaint con- 


fiction” as a pejo- 





italo Calvino, Gregory Benford, 
Hal Clement and Arthur C. Clark. 
Isaac Asimov wrote some excel- 
lent examples of science fiction 
where science is essential to the 
story. Larry Niven and Piers 
Anthony have also done so. As for 
“Breaking the Code” being excep- 
tional, “When Harlie Was One” 
by David Gerrold was published 
first in 1972, 14 years before and is 
an excellent extrapolative hard 
science-fiction story postulating 
a type of computer that has never 
been built, but could work. 

You confuse “fantasy and im- 
plausibility” with projecting a 
thought or event to its logical 
extreme, or using cutting-edge 
science to formulate a possible 
future. 

Bloomingdale, 
New Jersey STEFAN KRZYWICKI 
ccs WE 


Royal monopolists 


SiR—Pity about the mock-histori- 
cal introduction to your leader 
(^Watch-dogfight", August 22nd). 
Whatever monopolies medieval 
kings did grant, it was long 
before the introduction of tobac- 
co or matches. The real royal 
monopolists were Elizabeth | 
(playing cards) and Charles | 
(soap, salt, leather). Parliament 
cut off the monopoly in the for- 
mer case and the crown’s right to 
create monopolies in the latter. 

Honolulu HuGH FOLK 


Driving the point home 


Sig—You ask whether Germans 
should buy a used car from Ger- 
hard Schroder (August 29th). My 
answer is yes—because there is 
no alternative. Helmut Kohl's 
car, running now for over 16 
yeats, carries some good memo- 
ries but has run out of power. 

Mr Schróder's used car is not 
brand-new like the British model 
but looks a bit better than Mr 
Kohl's. It is based on a more tradi- 
tional design (courtesy of Oskar 
Lafontaine) maybe it can be 
improved once in use. 

Anyway, besides these two 
models there is another newish, 


quicker one which no one in Ger- 
many has the courage to drive. 





Unfortunately : e 
-oratie vehicle has never. 





ed. And its designers have had t 
take a back seat for all these yea: 
in Mr Kohl's old banger. | 


In real life, Germans like to 


drive without speed limits. In 
politics, however, they go very 


_ slowly with no rapid changes of 


direction. That is why they will 

buy Mr Schröders used car. 

Berlin ALEXE] BEHNISCH 
Ai 


Brussels rules 


Si&- The European Parliament is 
certainly aware of the problems 
posed by lobbyists and their pro- 
liferation (Charlemagne, August 
15th). Last year it amended its 
rules to ensure that mers declare 
their interests and to set up a lob- 
byists register. More recently the 
parliament's rules. committee, 
whose spokesman I am, has 
agreed to look at ways of enforc- 
ing the new rules more strictly. 
GLYN FORD 
MEP 
os Ai 


Brussels 


Medical record 


Sir—Your article on anaesthesia 
(August 22nd) incorrectly sug- 
gests that the first successful oper- 
ation using an anaesthetic was 
carried out in Boston in 1846. As 
recognised by the Museum of 
Medical History in Chicago, the 
world’s first successful surgery 
under general anaesthesia was 
performed in 1805 by Seishu 
Hanaoka (1760-1835), a country 
doctor of peasant origins, in 
Wakayama prefecture in Japan— 
long before such a procedure was 
practised in the West. Given the 
past isolation of Japan, that feat 
was not then known to the world. 
indeed, Japan’s degree of contin- 
ued isolation keeps this achieve- 
ment still little acknowledged. 

Touonaka, | 
Japan JAMES PORCARO 


Glasgow's regeneration 


Sin—Your article on Glasgow 


(August 22nd) made reference to 
the Gorbals as “a vista of bleak 
open spaces broken up by isolat- 
ed little housing projects and 
grim community centres.” I 
regret that the truth must spoil a 


good story—the Gorbals is ina .. | 
period of extraordinary renewal. a 
Major agencies such as the _ 
Glasgow Development Agency, - 









































































built nearly 1000 new hone. 
mostly for the private sector. 

The future is extremely 
promising with substantial 
development under way and a 
considerable volume. of new 
housing. planned. Interestingly, 
it is mainly former residents = 
are returning. p 





China in Tibet 


Sig—it would be dangerous for — 
Beijing to assume that the death 
ofthe Dalai Lama would make its 
final take-over of Tibet "immea- 
surably easier” (August 29th). The - 
Dalai Lama can deliver a com- 
promise settlement which would 
encompass most of the fiercest 
opponents of the Chinese. With- 
out him, China would face what 
it always fears: a state of chaos, 
with no recognised political or 
religious leader, but instead a 
host of nationalist groups vying - 
for prominence and using any 
means available to combat the 
Chinese. ! 

Tibetan terrorism? Well, 
China might be wise to make 
concessions now, while it still 
has someone to negotiate with. 
London MARTIN HUCKERBY 


-— HUNTER IRURE a 
Untitled 


SiR—If you rename the House of | 


Lords (“To Sir, with confusion", ~~ 


August 15th) you would have to ~ 
rename the Commons too. With- 
out the Lords there can be no^ 
Commons: How about“ House of 
the Proletariat’? 

Singapore Rajiv CHAUDHURY 


Sig-1 was pleased to read the 
leader on reform of titles in the — 
House of Lords. Baroness Jay's 
suggestion that the title of life 
peer be changed to a simple ML 
after the name is a good start, but 
still not socialistic enough since 
it refers to "Lords". Might I sug- 
gest "Member of the Upper 
Chamber For are added 
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JECT FINANCE TEAM LEAI 
MIDDI 


Gulf's most significant institutional investors and has one of the most successful Pro 
gion. As a consequence, it has been involved in many high profile projects. acros 
1e ed success of the business there is currently the requirement to hire a team leader whos 
ar the project finance teams, consisting ofa small (2-3) high performing and high calibre group of individuals. 
a combination of business originator, leader and coach. E 


The Position 


E Source and negotiate project finance deals across a 
a region. 


Tax fre ompensation plus generous expatriate benefits 


The Requirements 
Extensive project finance experience gaine 
leading project finance bank. — — 
Manage, coach and develop the team. Experience of managing and leading a. k 

| : Strong commercial skills, ; 
PC literate. 


The successful candidate will alsó cambi 


Negotiate and organise syndicated loans. 


within the institution. 





| Please send your CV with current salary details to: 
Metin Mitchell, K/F Selection, 252 Regent Street, 


Policy Managers 


London W1R 6HL, quoting, fef: 90 


8 

a 

E Prepare analyses of credit and cash flows. 
a 


B. Liaise and work with the appropriate. divisions 


! $790 50. 





qualities: strong intellect, energy, focus, 


and open minded attitude. 


K/F SELECTION 


£27K to £45K + benefits (Pay award pending). 


ce Words are precision 
* |. instruments too. Especially 
.^« when they're used to make 
<. sure we really feel the effects of 
the nation's £36 billion health 














hospital waiting lists? To 
improve services for the 
disabled? To introduce more 
cancer screening programmes? 
To encourage the diet and 
- lifestyle changes that reduce 
. the risk of heart disease? 
(5. Answering questions like 

. these, so helping Ministers 
respond effectively to the needs 
of 'consumers', will be your 
responsibility. And whatever 
your solution, you must be able 
to articulate it incisively - both 
verbally and, above all, in 
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budget. Should we use it to cut 


writing. (Ministers are busy 
people. Two sides of A4 are the 


most you'll have to make your 
point.) 
Make no mistake, yours will 
be no simple task. Your ability to 
investigate, analyse, plan and 
influence will be tested 
thoroughly. Your. ideas will be 
scrutinised. Your grasp of the 
wider íssues as well as the fine 
detail will be examined 
minutely. In short, researching, 
managing and delivering policies 
central to the Government's 
objective of improving health for 
all, will stretch you ta the full. 
You'll find the work as varied 
as it is intellectually demanding. 
Dealing with everyone from 
scientific bodies and the NHS to 


A DIVISION OF KORN/FERRY INTERNATIONAL f 


Make millions healthier. 


pressure groups and the 
voluntary sector, you'll work 
closely with staff from other 
Government Departments as 
well as Health Ministers. What's 
more, you could operate in any 
one of a number of major policy 
areas affecting public health, 


social care or the NHS Executive. 


Your background - which 
should include a proven track 
record in policy analysis - could 


be in commerce, industry, or the 


voluntary or public sectors. just 
as important, however, are the 
qualities you bring to the role: 
resilience, determination, 
flexibility and more than your 
fair share of initiative. Quite 
simply, we want to hear only 
from the exceptional. 


Alternatively send by fax on 0171-312 x 
or by e-mail to kfs-london@kornferry.cor 
Internet Home Page: http//www kfselecti 
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London and Leeds 

in return, we can promise 
you an influential role in a high. 1 
profile Government i 
Department. 

Millions of lives are affected 
by the decisions we make, 
Yours can be improved by 
deciding to apply. For an 
application pack, please call 
our Recruitment Line between 
9.00am - 5.00pm Monday | 
to Friday on 01753 608325, 
quoting Ref 5099a. The closing . 
date for receipt of completed 
applications is 2 October 1998. 

Applications are welcome . 
from all sections of the 
community regardless of sex, — 
religion, ethnic iu 
background or Y ys, 
disability. Eo 


SIR WILLIAM MACDONALD CHAI 
B (MONTREAL, QUÉBEC, CANADA) 


Applications are invited for the Sir William Macdonald Chair, tenable in the —. 
Faculty of Law, McGill University. | 


The Sir William Macdonald Chair was endowed in 1895 and is one of the | 

M Gill six Chairs in Law at McGill University. Past incumbents have included . 

CA I1 Frederick Parker Walton, Robert Warden Lee, Francis R.Scott, Maxwell - 
Cohen and John E.C. Brierley. 


The Faculty of Law was established in 1848. Today, at its sesquicentennial, it offers a liberal 
education in both the civil law and the common law traditions. The Faculty has just. 
announced a new undergraduate curriculum emphasizing the intellectual foundations of 
western private law traditions and highlighting the theoretical dimensions of both transna-. 


tional and local legal vernaculars. It will then be the only Law Faculty teaching both the civil. 
law and the common law, in both English and French, in an i ntegrated programme leading. 
to the award of both a Bachelor of Civil Laws (B.C.L.) and a Bachelor of Laws (LL.B.) 
degree. | | 
Programmes of graduate study are offered within the Institute of Air and Space Law (estab- 
lished in 1951) and the Institute of Comparative Law (established in 1965) leading to the 
degrees of Master of Civil Law (M.C.L.), Master of Laws (LL.M.) and Doctor of Civil Law 
(D.C. L.). 


The Faculty of Law has a permanent teaching staff of 36, plus term appointees, visitors and 
part-time lecturers. There are approximately 500 undergraduate and 185 resident graduate 
students, as well as several post-doctoral fellows. The undergraduate student body is drawn 
from across Canada, the United Sates and a number of other jurisdictions; more than 40 
countries are reflected in the graduate student cohort. 


In September 1998 the Faculty will inaugurate a new law library, almost doubling the phys- 
ical size of its current library, opened in 1966. The new Nahum Gelber Law Li brary will be 
hard-wired with the latest information technologies, including computer laboratories and 
other contemporary media resources. The Library and significant new endowments for col- 
lections were funded entirely by graduates and friends of the Faculty. 


The Faculty seeks applications from scholars of international reputation in the field of private. 
and comparative law who will provide intellectual leadership in developing the Faculty’s new 
undergraduate curriculum, and who will make a significant contribution to the research and 
publications programmes within the Institute of Com parative Law and the Center for Private 
and Comparative Law. = 


The position is tenured and the Chair is fully endowed. Salar 


| \ v, conditions, benefits and 
| appointment date are negotiable. | 


- Applications and nominations (accompanied with a complete curriculum vitae) should be 
^ received before October 15, 1998 and should be addressed to: Professor Roderick A. 
:: Macdonald, Chair - Sir William Macdonald Chair Advisory Committee, c/o Faculty of Law, 
- McGill University, 3644 Peel St., Montreal, Quebec, Canada H3A I W9, ( Telephone: (613) 


- 946-8980; Fax: (514) 398-3233; electronic mail: rod @falaw.lan.megill.ca). 


Canadian Immigration regulations require the University 
to assess applications from canadian citizens and permanent residents 
of Canada betore assessing applications from other persons. 














\ AE A'S RE: EARCH CENTRE S. SALVADOR, 
i di in Venice (Ital y) is now recruiting a: : 


SENIOR RESEARCHER 











The ideal candidate must have: 













High level training in business and/or economics 
(Ph.D. preferred) with a focus on Internet economy 
.. and its impact on firms and industries _ 

| * Atleast four years’ relevant work SXESDENS 









: the position includes direct responsibility over EU 
esearch. 











\ competitive hiring package is offered fo a fixed 
erm of two years. 











| Please send CV to: 














TELECOM ITALIA SPA 
Centro Studi San Salvador 
San Marco, 4826 

30124 VENEZIA - Italy- 










- or Fax *39 41 5232245 
- or e-mail: sansalvador@cstudi. telecomitalia. it 





The Post Office Group, incorporating Royal Mail, is a highly commercial group of specialist. 
businesses with a turnover of more than £5 billion and a track record of success in both the o 


UK and world- wide. 









£31k -£36k 


fully competent in the use of PCs. 


This is an excellent opportunity to develop your career in a best practice environment. - 
We offer a competitive salary and overall benefits package including company car M 


private healthcare. 


To apply, please end your CV including details of current salary to Carol Miles, Personnel 
Services, 2nd Floor, 148 Old Street, London EC1V 9HQ. 





Joining a small team of economists, you will use your expertise to - 
drive forward the analysis of regulatory and competition issues, 
an area of increasing importance for the Post Office. 


It 15 essential that you have a degree (and ideally a masters) in Economics or a closely relate 
subject. In addition, you'll need a minimum of 3 years’ experience as a professional economisi 
and a high level of understanding of regulatory economic issues, preferably gained. throu 7 
work within a regulator y environment. An analytical thinker, with an ability to communicat 
in a relevant, non- -technical way to non-economists, you should also be highly numerate an 


Closing date for applications: 2nd October 1998. u 
Royal Mail is an Equal Opportunities Employer. , $ ps 
Suitably qualified applicants with disabilities will be shortlisted. 4 






BOOZ-ALLEN & HAMILTON 


TRANSPORTATION 














in many ways, in many areas, Booz-Allen & 
organizations around the world maximis 
performance; helping them recogniz 
opportunities. Booz-Allen & Hamilt 
international leader is providing manag 
services to both government and in 
expanding our Transportation Consi 
better enhance management ~ economi 
improvement and systems integration 
transport organizations. 
















Opportunities exist for individuals w 
higher in economics, transport manage 
years of senior-level transport con 
transit, highway, airport, and Je ra 
expertise should include: 









Systems Engineering 
Economic Analysis 
Transport Service Planning 
Performance Improvement 
Financial & Cost Analysis 
Operations Planning 







* 9 9 9? 9 è 












As a high profile member OF THE Booz- : 
will receive a competitive salary, excellen 
opportunity to make your mark in the indu: 
send curriculum vitae with salary levels to: De 
(171) 393-3305. Attn: Velinda Hughes, Booz-A 
Savoy Ct, Strand London  WC2R .OEZ. E- 
mathis _marci@bah. com. Equal Opportunity Employer. on: 








www.bah.com/wth/careers.htm! 


London 




























FEDERATION OF RED CROSS 
205 AND © 

SEEKS TO FILL THE POSITION OF 
DIRECTOR, HUMAN RESOURCES DEPARTMENT 


- The International Federation is the world's largest humanitarian network, working 
-witb people from around the world at the forefront of aid and development. We 
| have 175 member National Societies world-wide, a multinational Board of 
. Governance, approximately 255 staff in the Geneva office, where this position is 
- based, representing more than 60 different nationalities, and 400 staff in our field 
„operations along with approximately 4000 loca! staff. The Human Resources 
Department is 30 in number. 


This position reports directly to the Chief Executive Officer and we are looking 
















-for a seasoned professional who can provide strategic direction to the International 
"Federation in the attraction, retention, development and utilisation of Human 
tesources around the world while maintaining an environment where Red 
“ross/Red Crescent values are paramount. We have a special status agreement 
“ith the Swiss Confederation giving us a status similar to other international 
- Organisations. 




















Suitable candidates will have a university degree and/or executive level training in 
Human Resources Management along with 10 years progressive work experience 
in Human Resources. Experience will include 3 years at a senior management 
level and 2 more years in an international environment. Solid experience in 
] organisational development and change management is also required and a 
| professional accreditation in Human Resources is desirable. Fluency in English 
| and French is essential. 

| The Federation is an equal opportunity employer with an attractive compensation 
] and benefits package. 


| the 15 October, 1998 quoting vacancy number 98-199 to the: 
| Secretary General & Chief Executive Officer 

«| The International Federation of Red Cross and 
] Red Crescent Societies 

. PO Box 372, 
1211 Geneva 19, Switzerland. 
Fax: 41 22 733 1727 or e-mail to vacanciesi@iifre.org 
Please visit our web site at www.ifre.org 




















| The Institution 





|. is to foster economic growth by promoting private 

] sector investment in its member countries. In its 

| project financing role, IFC provides loans and makes 
| equity investments. 

| IFC's economics department is seeking Business 

` Economists for a broad range of tasks, including: 

| Country risk analysis, project analysis, and general 
business economics research. Qualified candidates 
should have worked in the private sector and have a 
background/work experience in several of the 
ollowing fields: country risk analysis, project finance, 
/conomic analysis of projects, and economic policy 
ssues relating to developing countries. 













R International Finance 


I Applicants should submit a letter of application and full curriculum vitae before | 


usiness E CORO ( ists i 


The mandate of the International Finance Corporation 


















The European University Institute Economics Department 
announces three vacancies basis 


3 Chairs in Economics - 


one for an econometrician, with a preference towards applied. 
econometrics, whilst for the other Chairs in Economics the _ 
Department wauld like to make at least one appointment in dos 
applied micro-economics with an emphasis on European issues... f 
However, applications across the field are welcome in both E 
cases, | E 

































The contracts are for four years, renewable once. 
The Institute is an equal opportunity employer 


Applications should be sent, by post or e-mail, to the Head of 
the Academic Service, Dr Andreas Frijdal, at the European 
University Institute, to arrive by October 1st 1998 (E-mail: 
applyproGdatacomm.iue.it). | 










Further particulars of the post and information about the 
department may be obtained on request to The Departmental 
Administrator, Department of Economics (E-mail: 
bourgonGdatacomm.iue.it), whilst informal enquiries may be | 
directed to the Head of the Department of Economics, Professor - 
Michael Artis (E-mail: artis@datacomm.iue.it); 7 ac. 










European University Institute 
Via dei Roccettini 9 

50016 San Domenico di Fiesole 
Italy 





www.iue.it 





Qualifications 


Candidates should have a first-rate academic | 
background at the Ph.D. level or equivalent; current 
knowledge of developing and transition economies; 
3+ years professional and field experience. 
Requirements also include a proven ability to 
produce high-quality written output under tight mE 
deadlines and fluent written and oral communication 
skills. | 





IFC offers a competitive compensation and benefits 
package, including relocation expenses upon 

appointment, and for expatriates, provision to cec 
maintain cultural ties with home country. Interested | 
candidates should send a detailed r 
by Friday, October 16th, 1998, to: IF 












No phone calls or faxes, please. mou 
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INTERNATIONAL FUND FOR AGRICULTURAL DEVELOPMENT 


Via del Ser o. 107, 00142 Rome, Italy Fax.39 06 5043463 
E-mail: ech neat Fed. org Internet: www.ifad.org - 











Dh seeks 


CAL ADVISER P-5 
Security and Gender Issues) 






oint and assume, in particular, the following 
Jevelop policies, guidelines and procedures. 
ield missions and governmental bodies. 
immes, project and research designs; 
mic and social status or poor rural women; 
sehoid and community development. 
{to technical problems in all dimensions. 
and supervision missions. * Organize 
ng activities and participate in inter- 
related to the publication of technical 
se relevant to IFAD's experience. 
dvanced university degree in rural 
m ten. years of progressive experience in 
ing countries on at least two continents. 
ogramme, project and research design; 
'onitoring and evaluation, and training in 
ment (agriculture, livestock, institutional 
c.). Knowledge of participatory approaches 
and formai/informal ions: is required. Fluent English and French. 
Working knowledge ibic or Spanish is an asset. 
Gross Salary Regii rom USD85, 685 to USD107 869 per annum plus post 
adjustment. 





















































opportunities 
and particip ator 
o$- Appraise fact 
c] * Participate a: 
|^ workshops and i 
|] agency meetings 
_ working papers. + Mai 
f- Qualifications an 


















<f rural development wor 

" Wide experience in: 
management, imple 
various sectors of 
development, healt 


Please send two copies. p detailed curriculum vitae in English to Personne Division 
not later than 21 October 1998, 

Only shortlisted candidates will receive an — T A 
Applications f from women candidates are particularly oars 


AFRI CA REG ION TECHNICAL FAMILIES 
The World Bank is seeking candidates for the position of 
Sector Manager, Private Sector Finance, in the Africa Region. 
_ Primary responsibilities include molding the staff of a large unit into a 
| Cohesive team with the skills and flexibility to provide high quality and 
` timely services in support of private and financial sector development 
in Sub-Saharan Africa. Candidate will also be responsible for 
. providing relevant intellectual and professional leadership in the 
formulation and implementation of bread regional strategic directions, 
. integrating them into country assistance strategies. 


- Selection Criteria | 

`: * Demonstrated ability to provide professional leadership to operational 
and strategic work in the private and finance sectors. — 

_ © Ability to operate in a matrix management setting, relying heavily on 

^. teamwork within and across organizational boundaries. 

* Strong interest in making a difference in private and financial sector 
development in Africa, with focus on getting things done for the client 
and on helping the World Bank respond rapidly to emerging needs and 

| — Opportunities. 
.. * Broad range of operational and country experience in private sector 
. and/or financial issues at a senior level. 
<e Strong interpersonal and people management skills. — 
| © Prior experience in Africa an advantage and a WOTDDQRE know! edge of 
- the French language desirable. 


Please send a detailed curriculum vitae, 

- by September 27, 1998, to: 

World Bank HR Team, Room F4K-232, 
Job Code PSD1, 1818 H Street N.W., 

: Washington, D.C. 20433. 
Fax: (202) 522-0198. 
E-mail: fpsijobs@worldbank.org 
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Business Technology 
capabilities have 
become increasingly 
critical for companies 
seeking to achieve 
their strategic busi- 
ness goals, and have 
therefore become a 
priority item on the 
top management 
agendas of many com- 
panies. Our clients 
turn to McKinsey for 
objective advice on 
how to gain control of 
information technolo- 
gy and leverage it to 
deliver real value for 
their businesses. 


To meet this growing 
need, McKinsey has 
combined its IT con- 
sulting resources in a 
new business technol- 
ogy network that oper- 
ates globally. 
McKinsey business 
technology engage- 
ments offer exciting 
challenges for IT pro- 
fessionals who see IT 
as more than just a 
technical discipline. 


www. 



















McKinsey's Business Tech: ol 
provides opportunities to develo 
problem-solving and leadership s 
which McKinsey consultants and alt 
are known. It also fosters the technologi 
fluency we believe will be a distinctive 
characteristic of the next generation of 
top business leaders. 


Individuals with strong academic backgrounds 
and distinctive IT expertise will have opportu- 
nities to help senior managers solve the conr. 

plex business and technology challenges facing - 
their organizations. Our consultants help E 
advance industry thinking on top management o^ 
IT issues. They grow professionally in a simu 
lating environment, and are members ofan = |. 
entrepreneurial group. building an expanded B 
McKinsey capability. GE 


As a McKinsey Business Technology consul: | 
tant, you will serve leading corporations from f 
all major industries worldwide; especially those | 
relying heavily on information technology, such | 
as financial services, transportation, telecom. 
munications, and retail. You will work in. 
McKinsey engagement teams to help design = po 
specific IT solutions for given strategies and to ee 
identify new opportunities for IT to create addi- I 
tional value for clients’ businesses. — ^ ss 
























































You will help clients create business MS à& c 
an architect of their IT solutions. A typical 
assignment could involve using IT to design a. 

new approach to rapid product development um 
for a global wholesale bank or helping a major |] . 
industrial company use IT to achieve the 
business benefits of a major acquisition. 


In addition to an exceptional intellect and 
superior analytical skills, the ideal candidate. 
will possess an advanced degree (e.g., an MBA, | 
or other Masters or a Ph.D. preferably i x 
puter science) and an impressive reco 
career achievement, most likely in IT-ori 
consulting, an innovative startup busin 
a leading- edge IT function. The ability to: 
your knowledge of IT and its applicatior 
resolve complex business problems confiden- - 
tially and credibly at the highest levels is. 
essential. 


Positions are currently available in Stamford, — 
CT, Palto Alto, CA, London, Franfurt and 
Zürich. To apply, please forward your full 
resume (indicating location preference 

and compensation history) to: MeKinsey 

& Company, Business Technology Office . 
Recruiting, Dept. E, 3 Landmark Square, — 
Stamford, Ct 06901, or email: btosdrec@ 
mckinsey.com (No phone calls, please) 

We are an equal opportunity employer. 


mckinsey.com 
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JOIN ONE OF THE WORLD'S 
LEADING HUMANITARIAN ORGANIZATIONS 


The United Nations Children's Fund, with Headquarters in New York, 
seeks two highly gaines editors for challenging and ne osi- 
tions in its Editorial Section. One will guide the preparation of UNICEF's 
flagship publication The State of the World's Children. The other will be 
responsible for similarly complex projects and publications. The ideal 
candidates will have advanced editing and writing skills in English and 
the ability to project contemporary development issues in attractive, 
readable prose. 


+p * 
+ 


* Advanced university degree in journalism, media, communication, 
social sciences or related fields preferred. 

* Minimum of eight years professional experience as writers/editors (with 
no less than three in a supervisory position) and mas with all 
stages of the editorial process. Work experience in an international setting 
desirable. . 

* Knowledge of development issues essential. 

* Competency in use of computer applications. 

* Ability to work in an international and multicultural environment. 


* Fluency in English. Working knowledge of French or Spanish highly desirable, 


Applications from female candidates are especially welcome. 
Interested candidates should send a detailed resume, in English, quoting 
reference number VN-98-036 to: Career Management Section (JDG), 
Division of Human Resources, UNICEF, 3 UN Plaza (H-5F), New York, NY 


10017, USA, E-mail: cmsrecruit&'unicef.org, 


A ibi e for these postions must be received by 5 October 1998. 
Acknowledgment will be sent only to shortlisted candidates. 


UNICEF is a smoke-free environment 













The International Trade Centre (ITC) 











in Geneva, Switzerland Z) 
; E wane ; 
is looking for a > 
Director, D.1 level, for its 
UNCTAD CNUCED WTO OMC 






Division of Product and Market Development 





The incumbent will be responsible for management and substantive leadership of 
the Division which is concerned with Product and Market Development in 
developing countries and economies in transition. He/She will lead the preparation 
and implementation of the Division's strategies and programmes, draws up, 
monitors and evaluates projects, approving the selection of staff, consultants and 
other essential project components, and coordinates and integrates the established 
programme of Division with other divisions of ITC, He/She allocates and monitors 
the use of the Division's human and financial resources. 
Qualifications and Experience required: Advanced university degree in economics, 
business administration, international relations or another relevant discipline. Over 
20 years of diversified and progressive professional experience in trade 
development, export promotion and international cooperation of which several 
years in the business sector, preferably in an enterprise engaged in international 
trade from/ with developing countries. Experience in planning and implementing 
technical cooperation programmes. Computer literacy. Proven ability to manage 
staff, in particular of different national backgrounds. 
Languages: Fluent in English or French with good working knowledge of the other. 
Working knowledge of other UN languages an asset. 
< Date of Entry: 1 March 1999 
“Type of appointment: two-year fixed-term, renewable. 
Indicative minimum gross annual remuneration: approximately USD131,150 
ncluding post adjustment, plus a number of additional benefits where applicable, 
eg. education allowance, repatriation grant, six weeks annual leave. Post 
adjustment element is subject to change. 
Applications should be mailed to: 

The Chief, Personnel Section 

International Trade Centre UNCTAD / WTO, Palais des Nations 
CH-1211 Geneva 10, Switzerland 
. or faxed to: +41 22 730 08 03 
Applications E-mailed will not be considered. Applicants are requested to complete a 
United Nations Personal History form (P11) available, upon request, either at 
"local UN offices or from ITC. Applicants will be contacted only if they are under 
-serious consideration. | 
i Deadline for application: 30 September 1998 

Please quote Ref: TTC/VN/8/1998 in any correspondence 






































































TAKE CHARGE OF THE ECONOMIST 
ON THE WEB a 
WEB DIRECTOR 

















The Economist Group is recognised throughout the world for its influential ioumalism 
and exacting standards in all areas of publishing. Our website. at www.economist.com. 
i5 one of our newest and most exciting. ventures, established in june 1997. 

The site has already attracted considerable attention, with over 300,000 registered users. 
it draws advertising and on-line subscriptions from all over the world and includes an 
or-line bookstore. as well as our pay-perview archive. T 

The new role of Web Director has been created to take the site forward in terms of 
both content and income. You will head our website team, which is currently based in - 
London and New York, managing all commercial aspects of the site on a global basis. — 

There are two key objectives: to define and implement a strategy that will meet 
our tough growth, revenue, and income targets; and to develop a winning website that 
others strive to match. 

To succeed. you must have the vision to develop the website into a brand with global 
stature. Real understanding of the online medium is essential, and you-are likely to have 

























at least two years’ practical management experience in new media. You'll know how to 
build. traffic; how to use the Internet as both a marketing tool and a revenue generator, 
and how users interact with websites. 

Just as importantly, you must be familiar with the dynamics of advertising sales and 
marketing. Strong business management, communication. and negotiating skills are 
essential, as is organisational ability. A knowledge of the publishing industry and 
subscription marketing would be an added advantage. 

This is an opportunity with enormous potential. As the website grows, so will vour role. 
To apply, please write with a full cv and current salary details to Adam Ellis, Group HR 
Executive, at the address below. Please quote reference EBBOZ. Closing date for applications: 
Friday 25th September 1998. 
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THE ECONOMIST GROUP 

RECRUITMENT OFFICE 

PO BOX 25137 

LONDON SWIY 4WA 

EMAIL: RECRUITMENT ECONOMIST.COM 
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3 | THE UNITED NATIONS UNIVERSITY — — 
gto INTERNATIONAL LEADERSHIP ACADEMY (UNU/ ILA) 
DIRECTOR 

The United Nations University (UNU) is seeking qualified candidates for the i osition o£ 
Director of the International Leadership Academy (UNU/TLA). 










The UNUALA programme aims at training potential leaders by direct interaction with: p> Uu 
present leaders and through a series of seminars and group training activities related to 
pressing global issues. 






The offices of UNU/ILA are located on the campus of the University of Jordan. and. à | 
small staff supports its activities. The Director of UNU/ILA is responsible for t 
direction, organization, administration and programmes of the Academy under 
direction of the Rector of UNU. NM 









The successful candidate will have an advanced degree, demonstrated leadership | 
qualities and sound management experience in an academic ór other appropriate 
institution Candidates should have the ability to work with colleagues of diverse national 
and cultural backgrounds and a deep commitment to the issues of human development | 
and welfare. Fluency in English is essential and a working knowledge of Other UN. | 
official languages. particularly Arabic, is desirable 







The post carries remuneration at the L-6 level of the United Nations salary sc; 

US$65,012 per annum plus post adjustment (subject to change): at present US$9,557 
annum (single rate) - exempt from direct taxation. The duration of appointment is; 
years in the first instance It is expected that the appointee will be able to take up 
position as soon as possible, M 

















Applications, including full curriculum vitae and names, addresses, fax numbe i 
email addresses of three (3) referees should be received by 16 October 1998 at the 
following address: bs X ^ y 





UNU/ILA Directorship Search 
c/o Office of the Rector — 
The United Nations University. 
Shibuya-ku, Tokyo 150-8925 Japan ^ 
Fax: 81-3-3499-2828 7 05 0 05 
Kindly quote Reference No. WA/288 in responding to this anni 
about UNUALA can be found at website http: 
Queries can be directed by email to: appquery@bq 





















avides technical assistance and policy iaie to 
k officials and market participants in nearly 20 
ates for positions as resident (up. to 2 years} and 
ernment debt issuance and management in 
nion, „and also possibly in Asia: and Africa. 





ets: in n domestic government sec urities issuance 
ational bond markets is highly desirable. 
nation of public and private sector experience 
[investment banking. We are also seeking 
th expertise in: external de bt issuance; debt 
ase design: legal and regulatory framework: 
cet regulation and operations. Applicants for 
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E E Vicio N Ww, Es 204 
Washington; D: €. 20006 





Only applicants to be interviewed will be contacted. For application éierials visit 
our web site at http Awww teas. gov/iet/forms html. The US. Government is an Equal 
Opportunity Employer. RAS 





| Investment per Project Manager 
| TheCompany ———— 

CA vost growing Investment Gro y with affiliates in financial per banking, 
industry, tourism, insurance and others. The. Company is gating on on ambitious 
expansion plon bath at at local and international mak, i n order to spear 


investment activity, st of Investment and Project Manager has been created. 
Nee et amas aint cee) one : 


i: Responsibilities of the Post 


| * Overall planning of investment activities of the Company. 
| * Advisory and managerial roles on existing Company's portfolio. 
* Initiation of investment opportunities in various sectors. 
Appraisal of feasibility studies. 
Provision of on the job training for graduates 
Develop a comprehensive MIS to incorporate the aforesaid incor 





Qu Qualifications and Experience 


je MBA or a Postgraduate Degree in Finance / Economics Joni. 

|. 10 years experience with moin emphasis on the above mentioned areas. 

|. * Good knowledge of written and spoken English and Arabic is an vii - 
Excellent in analysis and report writing. 

{° Ability to work in multi-disciplinary teams, 


| le successful candidate will enjoy an attractive salary ond benefits. 


i in writing stoli current salary and benefits m atach a copy of 
you 5 Pee T 15 je The application "Sá addressed to he: — 





PO. Box 2163, Sa alolch 21, Sloncte of Oman. 
| e EE 
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General Call for Expression c 
and Capacity 






programmes d ONE : Yelper 1 
developing nations and countries in 
transition in their quest for peace, ‘soci: ] 
stability, economic growth and 
sustainable development. 













In close collaboration with the 
Management Development and 
Governance Division of the United 
Nations Development Programme, 
UNOPS provides project management | 
and implementation services for 
governance programmes and projects. 
At this stage, UNOPS is calling for S 
interested organizations and individuals | | 
to submit an expression of interest and 
capacity in the following governance- 

related fields of expertise: 





* Governing institutions and capacity {| 
building (judicial and parliamentary | 
reform) - 

- Public Sector Reform (economic and _ 
financial management; civil service 
reform) 

e Decentralization and local 
management capacity strens 'thening. 

* Electoral assistance and institutions - E 















Institutions or individuals should have a 
minimum of five years' professional 
experience in the above mentioned areas. 
or sub-areas, including international 
experience. 


For further information, please visit the 
UNOPS webpage at www.unops.org or- 
e-mail TonyS@unops.org (fax: USA.212- 
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We wanted to switch on more people to our 
home entertainment products. To give our 
business a surge of energy. Easy access to 1.5 
billion new consumers seemed like a good place to 


start. A stable tax-free business environment free 


5 Jebel Ali Free Zone, Dubai. Freedo 


IO find Out more about the lebel All Free Zone 


TUEIIIS. O fax +9714 R1777? + 7 


At this point we moved our 


electronics business 
to Jebel Ali Free Zone. 


of bureaucracy was another obvious attraction, As 
was the easy availability of labour, warehouses, and 
a sophisticated infrastructure. World class port 
facilities, close proximity to an international 
airport, efficient administrative and engineering 


m to do business. 


services, and unbeatable business incentives within 
a growing economy completed what we felt were 
the ideal set of components. And since we moved 
down to the jebel Ali Free Zone, our fortunes 
seem to have gone only one way. Up 
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Unwanted 


N SEPTEMBER 9th, at last, Kenneth 
Starr sent to Congress his report on Bill 
Clinton’s actions and obfuscations in the 
Monica Lewinsky affair. It was, as expected, 
comprehensive: 36 white boxes in the back of 
two black vans. As The Economist went to 
press, there was still no knowledge (though a 
mountain of speculation) about what it con- 
tained. But whatever Mr Starr may prove or 
fail to prove, the damage is done. 

What began as a trickle has become a 
flood. First, former aides wrote sad columns 
in the news magazines. Then candidates run- 
ning for re-election in Maryland, lowa and 
New York said they did not want the presi- 
dent to show his face in their districts. By last week, the list of 
the outraged and estranged included both California’s sena- 
tors, Daniel Patrick Moynihan of New York, Bob Kerrey of 
Nebraska, Pat Leahy of Vermont and—most strikingly—Joe 
Lieberman of Connecticut, who delivered to the Senate a dev- 
astating account of how Bill Clinton had let America down. 
All these people are Democrats; all once counted themselves 
as the president's friends. And all now see him as a liability 
both to his party and his country. It is not Mr Starr Mr Clinton 
should fear, but the supporters and sympathisers he has left 
feeling betrayed. 


Character issues 


The American presidency is surprisingly vulnerable, checked 
on every side by the legislature, the judiciary, the press and the 
people. An American president has no power except his own 
moral authority, his ability to persuade and set the example. 
But these depend largely on his character. Inevitably, his pri- 
vate flaws have public consequences. By recklessly pursuing 
Monica Lewinsky and then emphatically denying it, Mr Clin- 
ton knew he was endangering the whole programme on 
which he was elected. He went ahead anyway. That is why his 
friends in the Democratic Party are now so hurt. They sup- 
ported him for his administrative energy and his huge politi- 
cal talents, hoping against hope that he would heed his own 
mantra of “personal responsibility”. But he let them down, 
and did not even have the grace to make a decent apology. 
Any president at the mid-point of his second term is ina 
weak position. His reforming ardour is exhausted, and atten- 
tion is shifting to his successor. But this is not normal second- 
term weakness. This is a president who has forfeited respect to 
the point of political impotence. Nowadays even Al Gore— 
First Friend and heir-apparent—is conspicuous by his ab- 
sence. It would be hard enough even for a scandal-free Bill 
Clinton to persuade Congress that it should fund the impr, 
approve fast-track authority for trade talks or reform Social 
Security. But he approaches Congress now empty ofall credi- 
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bility and with no moral leverage to demand 
either sacrifice or restraint; for how much of 
either has he shown himself? 

It is said that Americans at large do not 
care. This may well change. If Mr Starr’s re- 
port does not nauseate them (as perhaps it 
may not), they may well be rattled by signs of 
downturn in the economy. The president's 
high job-approval ratings have a fragile look 
about them. Other polls, measuring public re- 
spect for the president's character and his 
sharing of their values, are already dismally 
low. The public would desperately prefer the 
matter to be dropped; but that may be be- 
cause they find it too painful to be reminded, 
day after day, of the character of the man who is their repre- 
sentative to the world. 

Mr Clinton has been in deep peril before, and every time 
he has rebounded. Anger and defiance have re-energised him. 
After the blistering rebuke of the mid-term elections in 1994, 
he rallied against the Republicans and, within a year, had 
them on the defensive. Often over the past two years, when 
scandal threatened to up-end him, he escaped by lashing out 
at Mr Starr and the “vast right-wing conspiracy”. But defiance 
will not work any more. Yes, the press and the prosecutor have 
hounded him, the prosecutor with a set of statutory powers 
never employed so fiercely against any other president. Yet 
obsessive and infuriating as Mr Starr may have been, he is not 
the man who has brought Mr Clinton to this pass. The presi- 
dent’s own demons have put him there. 

Some in his party—Mr Lieberman among them—think 
Mr Clinton may yet recover with a fuller and broader apol- 
ogy. It is hard to see how. First apologies are what count, and 
Mr Clinton made his through gritted teeth. He has subse- 
quently said sorry a bit more, but always under compulsion. 
Besides, since his lying was so sincerely done, why should 
anyone believe his most sincere apology? 

The presentation of Mr Starr's report to Congress now 
raises the stakes. Congressmen, already convinced that the 
president cannot or will not make reparation by himself, 
must brace themselves either for impeachment proceedings 
or for some form of official rebuke. Mr Clinton himselfclearly 
hopes he can cling on. After all, he still sits in the White House, 
rides in the presidential limousine, shakes hands with Boris 
Yeltsin. Some world-shattering event, he supposes, may yet 
enable him to shine internationally and recover grace at 
home. That is quite possible. But clinging on for dear life is 
not governing. As markets zigzag, Russia crumbles and terror- 
ism rears its head, self-pitying paralysis is not good enough. 
This newspaper has no wish for him to stay. And it is hard to 
see why America should, either. 
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Onward to pervasive computing 


The PC, symbol of the computer's headlong advance, is about to 


be dethroned 


OR all its many wonders, few would dispute that comput- 

ing technology is still in its infancy. Despite the speed and 
power of today’s PCs, they are tricky and capricious beasts. It is 
the silly boast of the industry that, if cars had advanced as 
quickly as the memory and processing power of computers in 
the past 25 years, they would travel at supersonic speed and 
cost just a few dollars. The analogy is better turned on its head. 
Today's pc is like the car of the early 1920s—prone to frequent 
and inexplicable breakdowns and hugely demanding of both 
time and skill if it is to give of its best. 

It is, indeed, hard to think of any consumer product that 
inspires such low expectations. When a piece of software 
Works as intended, it is time to open the champagne. In the 
office the liberating effect of placing individually controlled 
computers on all desks is often undone by productivity-de- 
stroying crashes, confusing system upgrades and the chaos 
caused by no pc being the same as another. 


A better way 


Until computing becomes as much a part of life as placing a 
telephone call or driving a car, it will continue to be treated by 
many with suspicion and, often, fear. But now à new genera- 
tion ofeasy-to-use, highly capable devices should change that 
(see pages 67-70). These "thin client" appliances—fixed-screen 
Web phones, smart mobile telephones, handheld computers, 
TV set-top boxes and network computers—are simple to set 
up, and they work with the reliability of the consumer-elec- 
tronics products they resemble. The technologies they har- 
ness are powerful but energy-efficient new processors, the 
communications standards of the Internet and a looming ex- 
plosion in bandwidth. The result will be pervasive comput- 
ing—computing any time, anywhere. 

The doubling of processing power every 18 months, pre- 
dicted by Intel's co-founder, Gordon Moore, will continue re- 
lentlessly for at least the next five years. Blazingly fast but 
cheap chips will power an array of Internet access devices 
and create scope for simpler interfaces with users—above all, 
speech commands made in normal language. The technol- 
ogies to make high-bandwidth connections to the Internet 
cheap and ubiquitous are establishing their own version of 
Moore's Law. Ample bandwidth allied to huge processing 
power will unlock the creativity of software developers and 
service providers. It will soon be possible to receive high-qual- 
ity video on a cellular handset. And as routine transactions 
shift to the Internet, the cost of access—still a barrier—will be 
absorbed by competing retailers looking for new customers. 

A side-effect of these developments will be to reduce the 
importance of the pc. The pc will not disappear, any more 
than rBM's mainframe computer did when computing 
shifted decisively towards the pc-based client/server model 
in the 1980s. Indeed, like the mainframe, the Pc will go on 
improving and incorporating new technologies. But, again 
like the mainframe, it seems bound to cede its position at the 
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centre of the computing world. The difference this time is 
that, unlike in the eras of the mainframe and the Pc, no single 
machine—and no individual company—is poised to domi- 
nate the era of pervasive computing. 

The new appliances and devices will mostly be cheap, 
simple and optimised for a small number of specific func- 
tions. Nearly all will provide Internet access and run a Web- 
browser on top ofa small, customisable operating system. All 
will derive their power and usefulness from being linked by 
Internet-based protocols to networks run from powerful serv- 
ers. As well as making computing more accessible for the ma- 
jority of people who still do not have a PC at home, the new 
computing will also make life far easier for those who do, but 
are baffled by the complexity of a machine whose functions 
have grown like a high-tech Topsy. 

Many companies will give thanks for a simpler and 
cheaper way to meet a large proportion of their computing 
needs. rr departments have been made painfully aware ofthe 
need to regain some control by the Year 2000 debacle and the 
difficulties of meeting the standards of reliability needed for 
the conduct of business on the Internet. Increasing numbers 
will try to wean users from costly-to-maintain PCs in favour of 
thin clients on the desktop. 

Making technology predictions is a dangerous game. The 
effects of inertia and conservatism have to be reckoned with. 
It is hard too to imagine any threat to the ascendancy that 
Microsoft enjoys through its ownership of Windows, the 
dominant operating system for PCs. But it is difficult to find 
real dissenters. George Gilder, a technology guru, believes 
simply that Windows is about to be overtaken by events. Ir- 
ving Wladawsky-Berger, who heads 1BM's Internet division, 
argues that the forces in play are so strong that no single com- 
pany, however mighty, can prevent the switch away from the 
PC. Even the high priest of Microsoft, Bill Gates, fears that 
computing devices could deliver *death by a thousand cuts". 


Not very PC 


It is even possible that technology will render the American 
Justice Department's action against Microsoft ultimately un- 
necessary, just as its long-drawn-out case against IBM in the 
1970s lost relevance thanks to the rise of the pc. Yet the 
Microsoft case remains justified in terms of today's software 
market. And—in yet another echo of the 1BM case—action 
against Microsoft should have the beneficial effect of discour- 
aging the firm from exploiting its present dominance to try to 
delay the next stage of the computer revolution. 

What makes that revolution so promising is that it will be 
shaped and driven by many individuals and by many com- 
panies, large and small, and no longer by an 1BM or a 
Microsoft. The pc era has, in its own, often infuriating way, 
been a miracle of productivity and creativity. But the next era, 
the era of pervasive computing, should be infinitely more so. 
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The trouble with North Korea 


Worse and worse 


O INSTALL a president for life is to court misfortune. But 

to have a dead president inflicted on you for eternity, as 
has happened to the people of North Korea, is a downright 
calamity. All the more so, as North Korea's grim regime poses 
a threat not just to its own people (the economy has shrunk by 
at least 3096 since 1990) but also, as its latest rocket launch has 
shown, to others near and far. Kim Jong II's decision to assign 
the presidency to his dead dad—the living Kim runs the place 
through the Central Defence Committee—is rational in one 
respect: he would be barmy to want public responsibility for 
the mess North Korea is in (see page 31). But it bodes ill for 
efforts to prevent a crisis of nuclear proportions erupting on 
the Korean peninsula. 

The "framework agreement" America struck with North 
Korea in 1994 to freeze and eventually dismantle its produc- 
tion of plutonium (from which nuclear bombs can be made) 
in return for two modern, less proliferation-prone nuclear re- 
actors, had many flaws—not least that it put off, perhaps in- 
definitely, the date when North Korea had to tell all about its 
past nuclear cheating. But there was little alternative, short of 
an American military strike against North Korea, since there 
was so little support for economic sanctions. And, it was ar- 
gued at the time, the deal would buy time to draw North Ko- 
rea into talks with outsiders, including South Korea, thus re- 
ducing tensions along the world's most dangerous border. 

But North Korea had no intention of letting that happen. 
The change of government in South Korea last year, to one 
with a "sunshine policy" of promoting more contacts with 
the North, posed, if anything, an even bigger threat to the sur- 
vival of Kim Jong II's regime; that regime still rules out even 
limited contacts between divided families, since these would 
show northerners just how bad their lot really is. And when- 
ever it looks as though North Korea's diplomats may be get- 
ting too matey with their American or South Korean counter- 
parts, some new military provocation—the dispatch of spy 


The case for global finance 


Capital controls are all the rage. They are not the way to tackle the 


Asian crisis 

HE case for restricting international flows of capital com- 

mands greater support now than it has for years. Given 
the economic turmoil in Asia, Russia and around the world, 
this is unsurprising. The view that capital first poured too co- 
piously into the emerging markets, without due regard for the 
risks, and then was withdrawn too abruptly, without due re- 
gard for long-term prospects, is widely accepted—and, on the 
whole, true. Mistakes were made and the consequences, even 
if things get no worse, have already proved disastrous. All this 
is correct, but doesn't by itself answer the crucial question: 


THE ECONOMIST SEPTEMBER 12TH 1998 


LEADERS 





submarines into South Korean waters or a controversial mis- 
sile test—tends to be arranged. 

Even before the firing last week of a rocket (launching an 
innocent satellite, say the northerners), North Korea had said 
it would keep on selling nuclear-capable missiles to anyone 
with the cash to buy. Its chief customers recently have in- 
cluded Iran (which may be trying secretly to build a bomb) 
and Pakistan (now in open nuclear rivalry with India). But the 
latest piece of pyrotechnics was not just a part of North Ko- 
rea’s sales drive. Whether satellite launch or missile test, it 
showed that North Korea has the technology to put much of 
North-East Asia in missile-firing range. 

Clearly, the time America thought it had bought for diplo- 
macy has been used by North Korea to strengthen its military 
muscle. It may also have been secretly continuing its bomb- 
building with plutonium produced before 1994. It has threat- 
ened to restart its plutonium-rich reactors if the project to 
supply it with western-designed alternatives and the prom- 
ised interim deliveries of fuel oil are delayed. Yet more delays 
seem inevitable: incensed that part of North Korea’s rocket 
travelled over its territory, Japan has suspended, at least for a 
while, its $1 billion contribution for the reactors. 


When time runs out 


The “agreed framework” for reducing North Korea’s ability to 
cause nuclear mayhem thus looks ever more rickety. It may 
not be possible to keep either the reactor project or the oil 
shipments on schedule: getting more money from America’s 
Congress for the oil will now be all the harder. Yet there is still 
no alternative course of diplomatic action. Meanwhile, the 
danger North Korea poses to its neighbours is greater even 
than before: it can now fix Tokyo and Beijing, not just Seoul, 
in its missile sights. Unless the living Mr Kim improbably 
changes his ways, it may be only a matter of time before his 
neighbours, and America, have to consider tougher action. 
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will capital controls help either to restore stability or to pre- 
vent such a thing happening again? We don't think so. 

In principle, the case for moderate restrictions looks sen- 
sible. Controls on outflows of capital may let governments, at 
least for a time, combine a fixed exchange rate with lower in- 
terest rates than the international market would otherwise 
require—which is handy in a crisis. Likewise, controls on in- 
flows would dampen the ardour of foreign investors in good 
times, so that in bad times there would be less footloose capi- 
tal to fly away. Variations on these arguments are admissible 
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in economic theory, just as one may accept in principle that 
trade protection can be used to promote "infant" or "strate- 
gic" industries, and thereby advance economic welfare. How- 
ever, in practice trade protection tends to go wrong, even 
when the rationale is brilliant, because governments aren't as 
clever or as clean as the textbooks say. That is why the rule of 
thumb is, Don't try it. The record of capital controls is no bet- 
ter. They went out of fashion in the first place because they 
had been tried and had failed (see page 91). 

Admittedly, in one important respect, the case for inter- 
fering with flows of capital is stronger than the case for inter- 
fering with flows of trade. Banks are by their nature fragile 
institutions. The damage that may ensue when they fail in 
large numbers is vastly greater than, say, the adjustment costs 
associated with a move to freer trade. Governments are there- 
fore obliged to protect depositors, which encourages banks to 
take too many risks, and that is why economists across the 
ideological spectrum agree that banks need to be carefully 
regulated. Does this logic not extend, in the international 
sphere, to certain kinds of capital control? 

Up to a point, yes. One of the clearest lessons of the Asian 
crisis is that banks must be prevented from building up risky 
short-term liabilities denominated in foreign currency. It 
matters little whether you call this “prudential supervision of 
banks” or “restrictions on capital flows”: the idea makes 
sense. But this is not to be confused with broader restrictions 
on “short-term inflows”, which many economists are now 


calling for. When a foreigner buys equities in an emerging 
market, that is a short-term inflow (because portfolio invest- 
ments can be liquidated quickly). But it is not the kind of in- 
vestment that an emerging-market economy should lightly 
turn away: short-term or not, it is a way to spread risk, and 
may well be a cheap source of much-needed capital. Much the 
same is true of bonds (another “short-term” flow), especially if 
they are denominated in local currency. 

Still less does the prudential justification extend to 
broader restrictions on outflows of capital, such as those re- 
cently adopted by Malaysia. These seem ill-judged on almost 
any analysis. Over time, experience suggests, capital flight is 
likely to resume; meanwhile financial distortions within the 
economy will increase and every kind of inflow, short-term or 
long-term, loan or equity, will be discouraged. 

Asia’s economic problems resulted from a combination 
of two things: exposure to the global capital market, and 
grossly inadequate supervision of domestic financial sys- 
tems. Surely it is odd to propose breaking that deadly com- 
bination by limiting exposure to global capital, rather than by 
cleaning up the ill-run banking systems? Global finance 
helped the tigers to grow amazingly, and will again; to turn it 
aside puts a huge cost in the balance against any supposed 
benefit. Cleaning up the banks, on the other hand, would 
seem to be an unambiguous good. Why do the first if you can 
do the second? And remember, if you are too incompetent to 
do the second, you will make a hash of the first in any case. 





Murdoch United 


Even if the whole of Britain hates the idea, Rupert Murdoch should be 


allowed to buy Manchester United 


T? MANY football fans the union between Rupert Mur- 
doch and Manchester United is a case of beauty marrying 
the beast. Mr Murdoch has long been a hate figure in Britain, 
blamed for everything from the fall ofthe miners to the rise of 
the topless model in the tabloids. Man U, with 18% of fans, is 
the most popular football team in a football-crazy country. 

The news that the club had agreed to a £625m ($1 billion) 
takeover bid from Mr Murdoch's British Sky Broadcasting has 
been greeted by a blast of protest from his competitors in the 
press, but also by genuine hostility among fans (see page 64). 
Supporters deplore Mr Murdoch's commercial motives. But 
this is childish. The only reason to stop the deal would be if it 
were likely to give the tycoon an unfair hold over either foot- 
ball or television; and it is the square box, not the round ball, 
that raises the bigger issues. 

"We intend to use sport as a battering-ram in all our pay- 
television operations," said Mr Murdoch a couple of years 
ago. In America, the rights to the National Football League 
helped establish Fox as the fourth national network. In Brit- 
ain, the rights to Premier League football turned BSkyB from a 
deadweight that nearly sank the Murdoch empire into the 
world's most profitable satellite-television operator, and the 
dominant power in the pay-television business in Britain. 

But now that dominance is threatened. Digital technol- 
ogy is bringing uncertainty. Sky faces competition, from 
ONdigital, a joint venture of two big commercial television 
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operators, and from the cable industry. This puts the Premier 
League in a more powerful position: there are now three real 
bidders for the rights it has to sell. And the chances are that, 
when the rights come up for sale in 2001, they will not go in 
one lump, but will be parcelled out (as in America) between 
free-to-air broadcasters and pay-television operators. 
Football is slipping from Mr Murdoch's grasp; and that 
explains his grab for Manchester United. By owning the coun- 
try's richest football club, he will be able to profit from pay- 
per-view televised matches, which are expected to become a 
gold-mine. Fine—but might he also use Man U to bias the Pre- 
mier League in favour of selling its rights to Sky, and thus ex- 
tend his dominance over pay-television into the digital age? 
If owning Manchester United really was going to give Mr 
Murdoch control over Premier League football rights, that 
would be reason enough for stopping this takeover. But it 
won't. Even ifa Murdoch-owned Man U wanted the rights to 
go to BSkyB, the other 19 clubs in the Premier League need not 
go along. And if the Premier League is broken up on the 
grounds that it is a cartel—an issue to be decided in court next 
January—then there is no problem, because clubs will sell 
their rights separately and competing television operators 
will be free to buy a club (or rights to its games) of their own. 
Mr Murdoch must be watched—and stopped if reason, 
not emotion, dictates. On this, there is not reason enough. 
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Making it work 





The much-trumpeted triumph of global capitalism has been looking tar- 
nished in recent weeks. Here Jeffrey Sachs offers a new way forward 


fene collapse of the emerging markets 
and its ricochet effect on advanced 
economies may not be the end of global- 
isation. But it is certainly the end of an era. 
Since the miraculously peaceful fall ofcom- 
munism, Washington has aspired to stage- 
manage the transition to global capitalism. 
America, in concert with Europe and Ja- 
pan, would ensure security and arrange 
deals on world trade and regional stability; 
the International Monetary Fund would 
do the financial plumbing, to connect Rus- 
sia, Africa, Latin America and South Asia, 
back to the world economy. 

This approach is rapidly collapsing. In 
the short term, there is now a crying need 
for globally co-ordinated interest-rate cuts 
to shore it up. But in the longer term, if the 
current crisis is used creatively, a sounder 
basis for globalisation is required. If nei- 
ther of these things is done, we may be en- 
tering a highly dangerous new period of 
confusion and confrontation. 

At the simplest level, the story is an old 
one: you just can't find a good plumber 
when you need one. The mF, and the insti- 
tutions that it co-ordinated (the World 
Bank, the regional development banks, the 
Paris Club of creditors), have proved tech- 
nically ill-equipped for the challenge. But 
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the IMF was having too much fun running 
80 countries in the world to take heed. Or- 
ganised as a secretive institution, all of its 
programmes carefully stamped “confiden- 
tial” until recently, the rMr has lacked mod- 
eration, outside review, and the competi- 
tive pressures needed to keep it up to date. 
The American government has found it a 
handy instrument of financial diplomacy 
and quick-disbursing funds, but did not re- 
alise that its repeated technical failures 
could threaten the greater vision. 

At a deeper level, the problem is one of 
basic approach. America has wanted global 
leadership on the cheap. It was desperate 
for the developing world and post-commu- 
nist economies to buy into its vision, in 
which globalisation, private capital flows 
and Washington advice would overcome 
the obstacles to shared prosperity, so that 


pressures on the rich countries to do more 
for the poorer countries could be contained 
by the dream of universal economic 
growth. In this way, the United States 
would not have to shell out real money to 
help the peaceful reconstruction of Russia; 
or to ameliorate the desperate impoverish- 
ment and illness in Africa. In essence, 
America has tried to sell its social ethos: the 
rich need not help the poor, since the poor 
can enjoy rising living standards and 
someday become rich themselves. 

Washington became skittish at any- 
thing or anybody that challenged this vi- 
sion. When developing-country leaders 
pointed out that development was much 
harder than it looked; that their economies 
were falling further behind in technology; 
that they were being destabilised by finan- 
cial flows they could neither track nor un- 
derstand; that falling commodity prices 
were taking them further from the shared 
prosperity that they had been promised; 
that unattended disease was ravaging their 
societies; that the wreckage of Soviet com- 
munism would take real aid, not just short- 
term loans to overcome; or that they were 
still drowning in debt ten years after Amer- 
ica acknowledged the need for debt relief; 
all these honest reflections were taken as 
hostile challenges to the vision of shared 
prosperity, because they put at risk the no- 
tion of cost-free American leadership. 


Time fora G16 


As a result, for a decade we have had a 
phony Washington consensus on how to 
achieve shared prosperity—and almost no 
real discussions between rich and poor 
countries on the challenges facing a world 
of greater income inequality than ever be- 
fore in history. The Americans seem to fear 
the potential budgetary costs of being hon- 
est about the manifold obstacles to global 
development, and they fear the conse- 
quences of stirring up isolationists in Con- 
gress and in the wider public. Such fears are 
overblown. The American people, no less 
than any others, are deeply worried about a 
world increasingly lacking convincing an- 
swers on the way forward. 

Instead of the next G8 summit, we 
should immediately begin preparations 
for a G16 summit: the G8 plus eight counter- 
parts from the developing world. Such a 
meeting would not seek to dictate to the 
world, but to establish the parameters for a 
renewed and honest dialogue. One stan- 
dard should apply for participation: demo- 
cratic governance, since the only reliable 
way to build for the future is through par- 
ticipatory political processes. Four core 
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members of the eight developing countries 
would be Brazil, India, South Korea and 
South Africa. We can hope that soon a dem- 
ocratic Nigeria will be in place to help rep- 
resent the 200m people of West Africa. 
Smaller democratic countries that carry 
disproportionate credibility in the world, 
such as Chile and Costa Rica, would be val- 
ued participants. 

A sense of shared stewardship between 
rich and poor could do a great deal to calm 
panicky financial markets. Part of the prob- 
lem is that naive 25-year-old investment 
bankers who do not know much about 
world politics think that the will to reform 
hangs by a thread in emerging markets; 
that Russia will bolt from the world scene; 
that India has turned inward; that Malay- 
sia is irredeemably xenophobic; and that 
South Africa lacks the stomach to reform. 
These are all false propositions—these 
countries deserve the benefit of the doubt. 
But there is no convincing way to prove 
this. Getting them to pay obeisance to the 
IMF has not worked, since IMF dictates 
from Washington rile up local politics. 

Even more important than calming 
panicked markets is giving poorer coun- 
tries a stake in a shared future. Global cap- 
italism genuinely is the best chance for the 
developing world to gain a foothold on the 
economic-growth ladder; but with current 
institutions, global capitalism will not suc- 
ceed widely enough or credibly enough to 
create a stable world system. Giving the 
developing world (that is, 85% ofhumanity) 
a serious role in shaping the new global in- 
stitutions is the surest way to achieve that 
end. As Paul Samuelson once said, the best 
way to convince somebody of something is 
to give them a half-finished theorem, and 
let them fill in the rest. 


Adevelopment agenda 


Precisely because intensive discussion is 
needed more than diktats, there is no merit 
_ in offering a detailed blueprint for global 
reform: the process of discussion is part of 
the solution. Yet the G16 summit would 
need an opening agenda, a basis for reflec- 
tion, debate, and negotiation. So herewith, 
a modest pair of proposals. 

The first concerns global financial 


20 





markets. The summit should take up 
the question of international finan- 
cial reform. Washington's dream of a 
quick move to global financial lib- 
eralisation is in ruins. It is hard to be- 
lieve that just a year ago the IMF was 
trumpeting a new global commit- 
ment to unfettered capital flows. Al- 
most all observers now concede that 
premature liberalisation of capital 
markets (often pushed by the IMF it- 
self) was one cause of the current cri- 
sis. It was financial-market “reform” 
that allowed Thai and South Korean 
banks to tap into short-term interna- 
tional loans in the early 1990s, thereby 
bringing these banks together with excited 
young investors who were happy to be in 
Bangkok and Seoul for the first time. Hun- 
dreds of billions of dollars of loans flooded 
in. Now, the panicked flight of such loans is 
at the root ofthe emerging-markets debacle. 

The ımF worked mightily, and wrong- 
headedly, to make the world safe for these 
shortterm money managers The IMF 
bought into the investment bankers’ man- 
tra: exchange-rate stability above all else. 
The Wall Street Journal parroted an even 
stronger line in favour of wholly fixed ex- 
change rates. After all, if central banks de- 
vote their reserves to a defence of the ex- 
change rate, and if the rMr dedicates its 
funds to the defence of central banks, lend- 
ing to emerging markets is like shooting 
fish in a barrel. Or so it seemed—until a 
stampede began in the other direction. 

The IMF encouraged central banks 
from Jakarta to Moscow to Brasilia to raise 
interest rates to stratospheric levels to pro- 
tect their currencies, lest they lose the confi- 
dence of the money managers. Of course 
the money managers could see one step be- 
yond the IMF: investors do not gain confi- 
dence when short-term rates are pushed to 
dozens of percent, as they have been in Rus- 
sia, South Korea, South Africa and Brazil at 
some points this year. The more these econ- 
omies tried to defend their currencies, the 
more they incited panic. 

Milton Friedman was right, as usual, 
about two big things. First, let exchange 
rates float. It is neither worthwhile nor fea- 
sible to twist monetary policy to soothe 
panicky investors, especially at the cost of 
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internal depression. (The only real excep- 
tion to floating rates comes at the start of 
stabilisation from extreme  inflations, 
when exchange-rate targeting is more effi- 
cient than monetary targeting). Second, 
small shocks can have huge effects when 
they destabilise fractional-reserve banking 
systems. In his classic monetary history of 
the United States, Professor Friedman ar- 
gued that banking panic, unattended by 
the Fed, created the Great Depression. So 
this free-marketeer has long championed 
government-mandated deposit insurance 
as a protection against bank runs. 

We now need an international equiva- 
lent, to forestall panics in international 
lending. The best idea around is that devel- 
oping countries should impose their own 
supervisory controls on short-term interna- 
tional borrowing by domestic financial in- 
stitutions. To avoid panicky capital out- 
flows, it is best to prevent banks from 
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exposing themselves to excess short-term 
indebtedness in the first place. Chile does 
this by taxing short-term flows; other ap- 
proaches may be worth exploring. 

We also need vastly improved ways for 
creditors and debtors to extricate them- 
selves from trouble once a crisis has begun. 
Otherwise East Asia is going to be buried in 
bad debt for half a decade or more. Already, 
Washington is complacently writing down 
its medium-term forecasts of Asian growth. 
This is wrongheaded. 

Asian factories, which fuelled two de- 
cades of rapid growth, have not suddenly 
vanished. They have been smothered in 
bad debts, which prevent companies from 
getting working capital to keep producing. 
The 1MF has no answers, other than case-by- 
case bankruptcy proceedings, which al- 
ready look like a recipe for a lost decade of 
growth. Much bolder approaches are 
needed, such as across-the-board debt 
write-downs and mass conversions of debt 
to equity. 

The second proposal concerns con- 
ditionality and foreign aid. The 1mF and 
the World Bank have behaved with stun- 
ning arrogance in developing countries. 
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ALFONS VERPLAETSE, governor of the Banque Nationale de Belgique: | 
“Europe will prevent us from selling further gold. For the good and simple reason that several central | 
banks hold large reserves ... Gold still has a role to play in the international monetary system." | 
— in the Belgian newspaper Z'Echo, May 5 1998 


ANTONIO DE SOUSA, governor - of the Banco de Portugal: 


“The price of gold is not as low as it seems ... not in terms of marks or escudos. For this reason, and 2 
because of the return we are getting on gold — some two or three percent—which is superior to what 
we get on the yen, at this time it makes no sense to sell gold." 


— in the Portuguese newspaper Expresso, May 9. 1998 : 
JACQUES DE LAROSIERE, uo managing director of the IMF: | 


"Gold remains at the heart of the collective belief in the credibili ity of an international currency .. 
forms a sort of ‘war chest,’ indispensable for a tomorrow whose needs we can only guess at. 


| — in the French financial newspaper Les Echos, April 30 1998- : 
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The sequence is familiar: the IMF's negoti- 
ating positions are settled in Washington; 
the mission team goes to the client country 
to convey Washington's conclusions; the fi- 
nancial markets wait breathlessly to see 
whether the country will comply; the Amer- 
ican government repeats the mantra *Obey 
the IMF"; and journalists assess the "seri- 
ousness" of reforms according to whether 
countries bite the bullet to carry out the IMF 
dictates, whatever they are. 

This process is out ofhand. It has under- 
mined political legitimacy in dozens of 
developing countries, especially since the 
IMF is often happy to conspire with govern- 
ments to make end runs around parlia- 
ments in the interests of “reform”. The con- 
tents of IMF programmes are too flawed to 
be a standard of good or bad performance. 
Markets are realising this, so IMF pro- 
grammes do less and less to rally them. Pub- 
licly breaking with the mr, however, still 
carries a huge cost in market panic. 


Help and self-help 


A G16 summit should take up fundamental 
reform of the international assistance pro- 
cess itself. The aim should be to restore le- 
gitimacy to local politics, and abandon the 
misguided belief that the imr and World 
Bank can micro-manage the process of eco- 
nomic reform. 

There is a better model of conditional- 
ity than the current Washington-based ap- 
proach. A large part of foreign aid should 
be channelled through regional organisa- 
tions (such as ASEAN in South-East Asia, 
Mercosur in Latin America, or the SADC in 
Southern Africa) that would put peer pres- 
sure rather than Washington pressure on 
their members. This is essentially the mech- 
anism that underlay the most successful 
aid programme in history, the Marshall 
Plan. The Americans told the Europeans to 
work out the details on allocating aid. 
Countries watched each other; they pre- 
vented backsliding; they channelled funds 
into collective infrastructure; they deep- 
ened institutions of regional co-operation. 

Even more fundamental questions 
need to be asked about aid. What function 
does it fulfill, when long-term capital is 
available to build roads, telecoms net- 
works, ports and power plants? It cannot 
be merely to keep the World Bank in opera- 
tion or to lend governments new money to 
pay off old debts. The answer is that there is 
a continuing need for aid, almost certainly 
on à bigger scale than ever before—but of a 
completely different kind to today's. 

Many current aid programmes could 
be scaled back by following three steps. 
First, the agony of the debt crisis that began 
20 years ago should be ended, by simply 
cancelling most of the debt owed by the 
poorest countries. The current strategy, 
known as the Highly Indebted Poor Coun- 
try (HIPC) initiative, is too slow and too 
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stingy. Under the H1Pc, debts are cancelled 
after years of delay and only to a point that 
leaves the countries still heavily in the red 
(post-cancellation debt is meant to equal 
200% of exports). Maybe it is the Washing- 
ton bureaucrats’ ideal: countries do not col- 
lapse, but they never get better. 

Second, all infrastructure aid that can 
be privately financed with long-term capi- 
tal (ie, most big projects) should be ended. 
The World Bank could then privatise a 
large part of its operations. And third, IMF 
bailouts of the sort that have failed in Asia 
and Russia should be ended. They do not 
work. And they would not be needed if ex- 
change rates floated, if supervisory stan- 
dards limited short-term capital inflows 
and if orderly private workouts rather than 
public bailouts were encouraged. 

This would then enable aid flows to be 
redirected. Aside from humanitarian emer- 
gencies, and special cases like post-conflict 
countries or the end of 75 years of Soviet 
communism, the main function of aid 
should be to respond to the fact that private 
markets do not attend to many interna- 
tional public goods—goods that heavily in- 
fluence the success or failure of the poorest 
countries. Much of the developing world is 
burdened by disease and environmental 
stresses that are deeply debilitating the 
lives of millions of people. Malaria, for in- 
stance, afflicts around 500m a year, but 
global public spending on a vaccine has 
been less than ten cents per case in recent 
years. The WHO has wisely launched a re- 
newed anti-malaria effort, but it must be fi- 
nanced. Similarly, hookworm undermines 
the health of millions of people throughout 
the tropics, but almost no public money is 
spent on basic epidemiology or vaccine 
research. 

The developing world lacks basic scien- 
tific and technical means to address the 
environment, health, population and agri- 
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GLOBAL CAPITALISM 


culture. Ever more hard economic evidence 
suggests that development problems in the 
poorest countries come not merely from a 
lack of political will, as fondly believed in 
Washington, but also from a lack of knowl- 
edge of what to do. The heady technological 
advances of the rich economies do not 
automatically translate into benefits for the 
impoverished tropics. 

So we need the World Bank not as yet 
another bank, but as our pre-eminent inter- 
national institution for mobilising the 
knowledge to address the problems of the 
developing world. Yet the World Bank cur- 
rently makes its money from loans. It finds 
itself stuck in a banking business where it is 
little needed, and not in the knowledge 
business where it could truly serve the 
world. Restructuring the Bank, so that it 
had the means to mobilise real knowledge 
creation, would cost a lot. This is part of the 
price tag feared by the American govern- 
ment. The world will have to decide 
whether to remain on the cheap, or to make 
the investments in knowledge that could 
promote a more prosperous future. 


Getting there 

Do the developing countries want to 
change the system? The current one has, af- 
ter all, become a relationship of mutual de- 
pendency. Developing-country govern- 
ments, even those that recognise the 
shortcomings of the Washington advice, 
wait patiently for the rMr and World Bank 
to send their next team of experts. They are 
addicted to aid flows, partly to refinance 
old debts; they are resigned to having little 
voice and little scope for initiative. Wash- 
ington will not easily cede the initiative ei- 
ther. Yet in the end, the developing coun- 
tries must become masters of their own 
fate, or they will be dragged under in a wid- 
ening spiral of financial distress. 

Even with all of the turbulence and 
value destruction of the past year; even 
with the failures of rMr-World Bank pro- 
grammes in Africa in the past decade; even 
with the collapse of the post-communist 
transition in Russia; even with all of these 
things, no developing countries are closing 
the doors on markets and globalisation. In 
Malaysia and Russia, certainly, there has 
been a backlash. But even there, policymak- 
ers know they cannot get by without the 
outside world. They know that technology 
and capital can come only from outside; 
and they know that only markets can de- 
liver the chance of sustained growth. 

In short, developing countries are not 
trying to overturn Washington's vision of 
global capitalism, but rather to become 
productive players in it. Only if they are 
shut out might they change their minds. 
But the developed world should not fear di- 
alogue with the developing world. It should 
join it urgently, for our mutual well-being. 
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Hit hard 


Kenneth Starr, the indepen- 
dent counsel, delivered to 
Congress his report on Presi- 
dent Clinton's misconduct. 
Prosecutors said it contained 
“substantial and credible in- 
formation" that might sup- 
port impeachment. The presi- 
dent's lawyer dismissed this 
as "allegations". Mr Clinton, 
in Florida, admitted he had 
let the country down. 


The attorney-general, Janet 
Reno, ordered a 90-day in- 
quiry (the first step towards 
the appointment of an inde- 
pendent counsel) into 
whether Mr Clinton circum- 
vented federal election laws 
in 1996. 


Mark McGwire of the St Louis 
Cardinals broke a major- 
league baseball record with 
his 62nd home run of the 
season. 


With its stockmarket slump- 
ing, dollars flooding out and 
the real at risk, Brazil's gov- 
ernment rammed up interest 
rates and promised to cut 
spending. Bad news for Presi- 
dent Fernando Henrique 
Cardoso, who is seeking re- 
election next month? Proba- 
bly the reverse: voters trust 
him in à crisis. 


Argentina's arms-for- 
Croatia/Ecuador scandal wid- 
ened. Who knew of these 
long-past, but illegal and 
controversial exports? The la- 
bour minister, Erman Gon- 
zalez, defence minister in 
1991-93, was already under 
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fire. A new report named the 
foreign ministry. We told the 
armed forces, said its minis- 
ter, Guido Di Tella. The gener- 
als growled. 


Colombia announced new 


policies to stop coca growing 
in the country. 





President Boris Yeltsin nomi- 
nated Yevgeny Primakov, 
his acting foreign minister 
and a former spymaster, as 
prime minister. Russia's 
lower house of parliament, 
the Duma, had for the second 
time rejected Viktor Cherno- 
myrdin, his previous choice. 
The Communists said they 
would back Mr Primakov, 
raising hopes that the country 
would end its political crisis. 


Civil strife in Dagestan, a 
Russian republic in the north- 
ern Caucasus, worsened after 
a bomb in the capital, Ma- 
khachkala, killed 18 people. 


A Ukrainian-made rocket 
crashed during its launch in 
Kazakhstan, destroying 12 
communications satellites. 


Eddie Fenech Adami, leader 
of Malta’s Nationalist Party, 
won an election and became 
prime minister. He renewed 
the island’s application to 
join the European Union. 


Two American officials sent 
to Kosovo, where ethnic Al- 
banian separatists are fight- 
ing Serb rule, said they had 
seen “horrendous human- 
rights violations” by govern- 
ment forces. An EU ban on 
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Yugoslav flights came into 

force. NATO said it had com- 
pleted contingency plans, in 
case it was told to intervene. 


Laszlo Kovacs, a former for- 
eign minister, became leader 
of Hungary's Socialist Party, 
succeeding Gyula Horn, 
prime minister until the par- 
ty's defeat in a general elec- 
tion this summer. 


A breakaway republican 
group, the Real IRA, responsi- 
ble for last month's bomb in 
Omagh in Northern Ire- 
land, announced a perma- 
nent ceasefire. 


Battling on 


Presidents of the five coun- 
tries actively involved in 
Congo's civil war met in 
Zimbabwe in pursuit of a 
ceasefire. They failed. Their 
defence ministers continued 
the search at a meeting in 
Ethiopia. 





Iran deployed elite troops on 
its frontier with Afghanistan 
in a bid to make the Taliban 
divulge the fate of ten Ira- 
nian diplomats and a jour- 
nalist seized last month when 
the Taliban took Mazar-i-Sha- 
rif. Expressing concern, Amer- 
ica urged Iran to solve the 
matter peacefully. 


A Nigerian court freed 20 
Ogoni activists imprisoned 
in 1994 (together with the 
writer Ken Saro-Wiwa who 
was later executed) on charges 
of murdering four pro-gov- 
ernment chiefs. Two of the 
original detainees died in 
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prison. All charges have now 
been dropped. 


An Amnesty International re- 
port criticised Israel's routine 
torture of Palestinian sus- 
pects under interrogation, a 
practice legitimised by the 
country’s Supreme Court. The 
Palestinian Authority was 
also damned for its arbitrary 
arrests, summary trials and 
torture. 


Dennis Ross, America’s spe- 
cial envoy, returned to Israel 
for the first time since May in 
yet another bid to restart the 
Israeli-Palestinian peace pro- 
cess, stalled for 18 months. 


The UN Security Council sus- 
pended its regular reviews of 
Iraqi sanctions for as long 
as Iraq refuses to co-operate 
with UN inspectors. 


Dashed hopes 


Prospects faded for an early 
revival of Japan's economy 
as the government and oppo- 
sition clashed over plans for 
more spending and tax cuts. 


Cambodia's strongman, Hun 
Sen, tightened his grip on the 
country, ordering the destruc- 
tion of a "democracy camp" 
in Phnom Penh. Sam Rainsy, 
an opposition leader, went 
into hiding, as fighting 
spilled onto the streets. 


Myanmar's ruling military 
junta blocked an attempt to 
convene a parliament elected 
in 1990 by arresting 300 op- 
position politicians and 
supporters. 


Kim Il Sung, who died in 
1994, was named president 
of North Korea for ever. The 
country also celebrated its 
soth anniversary. 


The number of Bangladeshis 
who have died as a result of 
floods rose to over 700. 
About 20m homes have also 
been swamped. 
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Spark of life 


The Bank of Japan made its 
first move in three years to 
ease credit, cutting a key in- 
terest rate (the overnight call 
rate) to 0.25%. The Bank also 
said it would expand the 
money supply by injecting li- 
quidity into commercial 
banks. The move followed re- 
newed pressure from the 
American Treasury secretary, 
Robert Rubin, who called for 
stimulation of Japan's econ- 


omy. The Bank's decision also 


reflects impatience with gov- 
ernment efforts to revive the 
economy by at last cleaning 
up Japan’s banking mess. 


The Japanese rate cut boosted 


Wall Street's expectations of 


an imminent interest-rate cut 
by the Federal Reserve follow- 


ing remarks by Alan 
Greenspan, the Fed's chair- 
man. Fuelled by this, the 


Dow Jones Industrial Aver- 


age rose 5% on September 
8th, its largest-ever one-day 
gain in terms of points. Most 
European and Asian markets 
rose too. 





With currency traders expect- 
ing a cut in American interest 
rates, the dollar dropped to 
DM1.72 on September 9th, a 
new low for 1998. 


The Malaysian stockmarket 


soared 69% after the govern- 
ment's imposition of capital 
controls, before dropping by 
21% on September 8th. 


Brazil disappointed markets 
with its plans to cut spend- 
ing. The government an- 
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nounced plans to chop 4 bil- 
lion reais ($3.4 billion) from 
social and infrastructure 
spending, but analysts were 
looking for five times as 
much. A sharp rise in interest 
rates (to 29.5%) appeared to 
stabilise the real. 


The Russian financial crisis 
has hit another hedge fund. 
An emerging-market bond 
fund run by HI Offshore Ad- 
visors, which had 20% of its 
assets in rouble-denominated 
debt, filed for liquidation. 
Meanwhile Credit Suisse First 
Boston, an investment bank, 
admitted that its net exposure 
in Russia amounts to over $2 
billion. 


King of the soaps 


The consumer-goods giant, 
Procter & Gamble, ap- 
pointed Durk Jager as chief 
executive from January ist as 
part of a big management 
shake-up. Next September he 
will also become chairman in 
succession to John Pepper, 
who combines both jobs at 
present. P&G’s shares fell 
nearly 10% on fears of lower- 
than-expected sales. 


Sir David Rowland is to take 
over as chairman of Na- 
tional Westminster Bank, 
one of the biggest British 
banks, in April next year. 
Natwest bank also an- 
nounced an alliance with 
InterTrust Technologies, an 
American group, to develop 
more secure payment systems 
for electronic commerce over 
the Internet. 


A British supermarket group, 
Budgens, announced a re- 
verse takeover of Booker, an 
ailing food distributor. 
Budgens was itself demerged 
from Booker in 1986. 


The French car maker PSA 
Peugeot Citröen reported a 
large increase in first-half net 
profits to FFr 2.2 billion 
($367m), as reorganisation 


measures announced last au- 
tumn took effect. 


Derive and mix 


Both consolidation and com- 
petition among Europe’s big- 
gest derivatives exchanges are 
set to intensify. Two leading 
rivals, London's LIFFE and 
Deutsche Bórse, which owns 
the German futures exchange, 
revealed that they are seeking 
further alliances. LIFFE is in 
talks with the London Clear- 
ing House and Deutsche 
Borse with several European 
exchanges. 


PepsiCo sold its Polish choc- 
olate business, Wedel, to 
Cadbury Schweppes, a British 
confectionery and soft drinks 
group, for $76.5 million. 


France's attempt to privatise 
Crédit Foncier, à property 
bank, foundered after talks 
broke down with the sole bid- 
der, a consortium led by Gen- 
eral Motors's financial-ser- 
vices arm. The government is 
expected to restructure the 
bank financially before 
putting it up for sale again. 
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British Sky Broadcasting, 
the satellite-Tv operator that 
is 4096 owned by Rupert Mur- 
doch's News Corporation, an- 
nounced an agreed bid of 
£625m ($1 billion) for Man- 
chester United football club, 
one of England's top Premier 
League clubs. BskyB has exclu- 
sive television rights to live 
Premier League football until 
2001. The deal, however, 


| aroused fears that Mr Mur- 
| doch might get a stranglehold 
| on Premier League football. 
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BUSINESS THIS WEEK 


Prices of passenger jets are 
set to rise after Airbus 
Industrie followed Boeing's 
recent 5% increase with a 3% 
increase in prices. The Euro- 
pean group claimed orders 
(and options) totalling $12 
billion, compared with 
Boeing's $7 billion, extending 
the market lead it had already 
established this year. How- 
ever, the head of the biggest 
aircraft leasing company, 
ILFC, gave warning that this 
was the peak of the aircraft 
market. 





Shares in Société Générale 
de Surveillance Holding, 
the world's biggest inspection 
and testing company, fell 2096 
after the company an- 
nounced a 91% drop in first- 
half profits to SFr10.3m 
($6.9m). The Swiss-based com- 
pany attributed the large de- 
cline to the loss of major in- 
spection contracts in 
Indonesia and Pakistan last 
year, as well as to problems in 
emerging markets. 


LucasVarity, a British car 
parts group, is to transfer its 
headquarters and stockmark- 
et listing from London to 
New York. It hopes the move 
will help it to compete 
against bigger American 
rivals. 


A Seattle judge refused 
Boeing's request that he dis- 
miss a shareholders' lawsuit 
alleging that the company 
had covered up production 
problems so as to sustain its 
share price until the merger 
with McDonnell Douglas 
went through last year. 
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BOND FUNDS 


Time to 
conma 


| With the Russian crisis causing 
$ equity market volatility around 
| the world, we believe that 
M prudent investors should 
M consider high quality government 
§ and corporate bond funds. 








Giobal Bond Fund 










US Dollar Bond Fund 







Gilt and Sterling 
Bond Fund 





| The case for quality bonds 
e There are now clear signs that 
the economies of the US and 
UK are slowing mainly 
because of reduced export 
demand from Asia. 























| European Bond Fund 










All four funds invest 
primarily in government 
or high quality corporate E 

bond issues E 











| eWe believe that the Central 
| Banks of the US and UK will have a 'bias to ease' short 
term interest rates by the end of the year, providing an 
| impetus for bond markets. 

Ji ein our view, the government bond markets of the US, the 
-o UK and continental Europe will continue to benefit from the 
‘flight to quality’ from Asia and other emerging markets. 


f Guinness Flight has long been one of the leaders in bond 
| fund management, with a range of 17 offshore funds, unit 
| trusts and PEPs investing in bond markets worldwide. 


| For more information on our range of quality bond funds 
| call now or complete and return the coupon. 


GUINNESS FLIGHT 





INTELLIGENT INVESTMENT 


Guinness Flight Fund Managers (Guernsey) Limited, Guinness Fight 

t House, PO Box 250, Guernsey GY1 30H, Channel Islands. 

| Tek 444 (0) 1481 712176. Fax +44 (0) 1481 712065. 

M internet: www.guinness-flight.com 

| Please send me more details on Guinness Flight's quality Bond 
m B Funds. 
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ES These Woda are e sub- uae od the Guiness Flight Global Strategy Fi Fund Limited, a Sar 
^ based, FSA recognised umbrela fund. Minimum lump sum investment US$3,000/€2,000 or 
LOO £180 per month. Past performance is not necessarily a guide to the future. Fluctuations in 
pF me value of the underlying Securities and the incorrie from them and changes in interest and 
. exchange rates mean that the value of these investments and the income arising from them 
ay fal às well as rise and are not guaranteed. Also, deduction of charges and expenses 
means you may not get back the amount you invested. These funds may hold more than 
8595 of heir proparty in government securities issued by the same issuers, detaits of which 
— mày be found in the funds" Scheme Particulars. For your protection, telephone calls may be 
. técorded. Issued by Guinness Flight Hambro Asset Management Limited, regulated by IMPO 
“and: the: Personal Investment Authority. 38351/98 
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colours of the room captured his reminiscences 


causing time to stand still. A gentle knock at 
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the door roused him from his reverie. Opening 


it, he found a Bell Boy laden with shiny 
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as girlishly as she had some fifty years before. 
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Hold on, Japan's busy 


TOKYO 





With its politics in a tangle, Japan's economy is unlikely to get a quick boost 


NCE again, America will be frustrated 

over Japan's inability to get its econ- 
omy swiftly back on its feet. For reasons 
that seem to make sense only to the Japa- 
nese, the good times still lie agonisingly far 
ahead. This was not how it seemed to Amer- 
ica on September 4th. At a meeting in San 
Francisco, the Japanese finance minister, 
Kiichi Miyazawa, promised America's trea- 
sury secretary, Robert Rubin, prompt ac- 
tion to stimulate the economy—including 
nearly ¥7 trillion ($53 billion) of tax cuts, a 
further Y10 trillion of public works and a 
freezing of Japan's austere deficit-reduc- 
tion law. But the "sense of urgency" that Mr 
Rubin urged on Mr Miyazawa did not sur- 
vive the journey home. 

Back in Tokyo even a cut in short-term 
interest rates, announced on September 
9th by the Bank of Japan, was widely seen 
to reflect fears that politicians would not be 
able to move quickly enough to revive Ja- 
pan's increasingly feeble economy. There is 
little Mr Miyazawa can do while the ruling 
Liberal Democratic Party (LDP) is pinned 
down in the Diet (parliament) by a gung-ho 
opposition. Lacking a majority in the up- 
per house, the LDP can govern only by do- 
ing deals with the Democratic Party of Ja- 
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pan (DPJ) and other Opposition groups. 
When Keizo Obuchi became prime minis- 
ter in late July, there were fears that he 
would not last until early October, when 
the current special session of parliament 
ends. Such worries have subsided slightly 
since the LDP managed to win one of two 
recent by-elections. Nevertheless, Mr Obu- 
chi is regarded as no more than a stop-gap 
with a year at most to leave his mark. The 
ruling party has to call a general election 
before October 2000 and would get slaugh- 
tered if it went to the country with the econ- 
omy still in a mess and a business-as-usual 
ditherer at the helm. The greybeards at LDP 
headquarters are certain to dump Mr Obu- 
chi next year in favour of someone with 
more dash. 

If another financial disaster is added to 
the country's current banking woes, then 
Mr Obuchi will not last even that long. Nor 
might his party. A no-confidence vote in 
the Diet, triggered by a big financial bank- 
ruptcy, and backed by Lpr rebels voting 
with the opposition, could mean a snap 
election. With the present mood ofthe elec- 
torate, the LDP could kiss goodbye to its 
modest majority in the Diet's more power- 
ful lower house. 


What keeps the LpP leadership awake at 
night is the possibility that the teetering 
Long-Term Credit Bank (LTCB)—among the 
elite of Japan's banks—will collapse com- 
pletely and precipitate such a crisis. The 
government has been pushing Sumitomo 
Trust, another top bank, to take over LTCB. 
Mr Obuchi has vowed that none of the 
country's 19 big banks will be allowed to go 
broke, although some are insolvent. Scare 
stories have been circulated by the govern- 
ment and the Lp» that the failure of any 
one of them could lead to financial 
meltdown around the world. 

A rescue plan for LTCB was first mooted 
five months ago. But the prj, the Liberal 
Party and the Buddhist-affiliated Heiwa- 
Keikaku group insist that no public money 
should be used to bail out a bankrupt fi- 
nancial institution without a full disclo- 
sure of its records and the heads ofthe man- 
agers responsible. The opposition are 
adamant that, if taxpayers’ money is used 
to prop up a bank and to continue loans to 
legitimate borrowers, then investors must 
be made to share the pain. Voters have not 
forgiven the LDP for protecting its investor 
friends when the government used ¥685 
billion of public money to liquidate seven 
failed jusen (housing loan companies) in 
1996. This time the ruling party wants to 
sweeten the LTCB takeover deal with up to 
¥800 billion of cash. Once again, LDP 
friends would be beneficiaries. 

The opposition wants to put a stop to 
such shenanigans by abolishing last Febru- 
ary's financial-stabilisation law. This ear- 
marked ¥13 trillion of public money to bol- 
ster the capital of financial institutions 
with sound balance-sheets, and a further 
Y17 trillion to cover losses stemming from 
banks that go belly up. Repealing the law 
would make it impossible for the govern- 
ment to inject money into the LTCB. 

The government has started to yield to 
the opposition's demands. On September 
3rd, the three opposition parties unveiled 
their own package of bills for dealing with 
bank failures. Over the past week, Mr Miya- 
zawa and his LDP colleagues have been 
busy rewriting the government's proposals 
to incorporate many of the opposition's 
ideas—including the power to nationalise 
an ailing bank before it collapsed. Investors 
would be paid only the market rate for their 
shareholdings. 

The government is now running out of 
legislative time. Flushed with success, the 
opposition alliance, led by the pPj's popu- 
lar leader, Naoto Kan, is expected to skewer 
the ruling party at every turn. It is unlikely 
that Mr Obuchi will be able to offer Bill 
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Clinton speedy action when the two meet 
in New York on September 22nd. Even if 
the bank-rescue legislation is beginning to 
take shape, actual details of the govern- 
ment's latest proposals for stimulating the 
economy will be nowhere in sight. 

The next embarrassing climbdown for 
the Lpr is likely to be over the ¥7 trillion 
worth of tax cuts that Mr Obuchi promised 
when he took over. The opposition will 
press the government to come up with real 
tax cuts instead of merely continuing tem- 
porary ones. The government's plans to 
claw revenue back through increases in 
premiums for health insurance and pen- 
sions will surely come under attack. Then 
there is the Y10 trillion supplementary 
budget that Mr Obuchi glibly talked about 
two months ago. That is beginning to look 
more like Y3.7 trillion of actual spending. 
With the opposition parties now propos- 


Repression and civil unrest 


ing legislation oftheir own, agreement on à 
new fiscal-stimulation package could take 
the rest of the year. 

While the government fiddles, the Japa- 
nese economy worsens. On September 8th, 
the governments Economic Planning 
Agency (EPA) downgraded its assessment of 
the economy from being in a "quite severe 
situation" to a "prolonged slump". Inves- 
tors and officials alike have been holding 
their breath in Tokyo all week in anticipa- 
tion ofthe release by the EPA of its figure for 
GDP growth between April and June. The 
announcement, to be made after the stock- 
market closes on September 11th, is ex- 
pected to be gloomy. For weeks, private 
soothsayers have been suggesting the Japa- 
nese economy shrank by an annualised 4% 
or so in that quarter, making it the third 
such decline in a row. Little wonder Mr 
Rubin was so agitated in San Francisco. 





No time to voice criticism 


PHNOM PENH AND JAKARTA 


Tensions are rising in South-East Asian capitals 


NCE again security forces are back on 
the streets of some of South-East 
Asia's cities, battling with demonstrators. 
In others the political temperature is rising. 
Indonesia’s president, B.J. Habibie, has 
faced some of his biggest protests since tak- 
ing over in May, not only from students in 
Jakarta, but also in the provinces (see next 
story). In Myanmar several hundred mem- 
bers of the opposition have been detained. 
And Cambodia’s strongman, Hun Sen, has 
again turned on his opponents. 

For more than two weeks, Mr Hun Sen 
acted with uncharacteristic restraint 
by allowing demonstrators to gather 
in a park near parliament which his 
rivals had renamed Democracy 
Square. The opposition wants an in- 
vestigation into allegations of vote- 
rigging during the election in July 
which Mr Hun Sen’s party won by a 
narrow margin. Foreign observers, 
however, said the poll was generally 
free and fair. 

Some foreign diplomats have 
privately voiced their irritation at 
the opposition’s threats to boycott 
the new parliament. The opposition 
parties are also refusing to discuss 
entering into any coalition with Mr 
Hun Sen, whose party lacks the two- 
thirds majority needed to form a 
government. 

Yet Mr Hun Sen's true colours 
showed on September 7th after a gre- 
nade attack on his heavily guarded 
residence in Phnom Penh. He 
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quickly blamed the opposition and 
claimed it was attempting to topple the 
government. He said Sam Rainsy, whose 
party came third in the poll, would be ar- 
rested. Mr Rainsy quickly took refuge in a 
UN Office, even though the government 
then withdrew the threat. 

Police later clashed with Mr Rainsy’s 
supporters, killing one and injuring others. 
The next day, riot police wielding electric- 
shock batons broke up the demonstration 
in Democracy Square. Further clashes be- 
tween protesters and police continued dur- 





Turning nasty in Phnom Penh 


ing the week. 

Mr Rainsy and the royalist FUNCINPEC 
party, which is led by Prince Norodom 
Ranariddh and which came second in the 
election, have been taking an increasingly 
hard line. Mr Rainsy has even appealed to 
the armed forces to turn their guns against 
Mr Hun Sen. Some think Mr Rainsy may 
have gone too far when he attacked Mr 
Hun Sen as a puppet of the Vietnamese 
government. This allegation was followed 
by mob attacks against ethnic Vietnamese, 
which resulted in five deaths. 

With matters looking increasingly in- 
tractable, hopes have been pinned on King 
Norodom Sihanouk. But even his attempts 
at mediation have failed. Indeed, the king 
has spoken darkly, once again, of abdica- 
tion if there is no end to the dispute. 


Myanmar's repression 


So far, Myanmar has been spared the vio- 
lence seen on the streets of Cambodia and 
Indonesia. But the suffocating repression 
which makes that possible may itself bring 

a reaction. The ruling junta blames tension 

on the opposition National League for De- 

mocracy, and especially its leader, Aung 

San Suu Kyi, who intends to convene the 

parliament which was elected in 1990 but 

which the junta has refused to recognise. 
More than 300 elected NLD delegates 
and party members have been detained— 
or, as the junta prefers it, “invited” to guest 
houses—to prevent the gathering taking 
place. The NLD insists it will fulfil its 
pledge, but has not made public a date. 

Miss Suu Kyi’s more confrontational stance 

is not intended to provoke street battles. 

Rather it is her latest tactic to bring the 

junta to the negotiating table for the dia- 

logue she has demanded ever since being 

“released” from house arrest in 1995. 

In the capital Yangon, and elsewhere, 
there are fears of a looming show- 
down. Most universities have been 
closed since student protests in De- 
cember 1996. Those back on campus 
in Yangon have already staged at 
least four demonstrations in the past 
month, about academic conditions 
and the political stalemate. One—ap- 
parently infiltrated by government- 
hired thugs—turned nasty. 

Should political deadlock pro- 
vide a spark, there is plenty of dry 
tinder. The economy is in a mess. 
The junta has stopped paying its for- 
eign debts and may be bankrupt. 
And the ceasefires it has signed end- 
ing all but one of Myanmar's 16 eth- 
nic insurgencies are under strain. 
They were supposed to bring peace 
and development to border areas. 
Instead, the borders, like the rest of 
Myanmar, remain desperately poor 
and ever more restive. 
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Digging up Indonesia's past 


LHOKSEUMAWE 


| 
OR years, the people of Aceh have 
known of the graves of those killed 
during the regime of President Suharto, 
but never dared to touch them. Now, un- 
der the less repressive government of his 
successor, B.J. Habibie, they are being un- 
covered. A young woman sees the bones 
of her brother lifted from the earth. She 
last saw him alive just before he was ab- 
ducted by a group of unidentified men. 
His body was later brought back by sol- 
diers, and buried. 
Mr Suharto sent special forces into 
this strongly Muslim province, 1,500 kilo- 
metres (940 miles) north-west of the capi- 
tal Jakarta, in 1989 to put down a small 
separatist movement. In the process, say 
human-rights groups, the soldiers killed, 
raped and tortured thousands of people. 
Such was the climate of fear at the time 
that few Indonesians ever spoke about it. 
Among the tasks facing President 
Habibie as he lifts the lid on the Suharto 
| era is the need to reveal and confront the 
atrocities of the past. In August, the armed 

forces’ commander, General Wiranto, 
publicly apologised for what happened 
in Aceh, and promised to pull out sol- 
diers accused of the worst acts of brutality. 
Last week, as troops prepared to leave 
Lhokseumawe, an angry crowd ram- 





Malaysia 


Malice in 
wonderland 


KUALA LUMPUR 


NWAR IBRAHIM is not behaving like a 
man accused—among other things— 
of treason, spying, complicity in murder, 
corruption, whoring, philandering, sod- 
omy and fomenting an uprising. Especially 
philandering. Rather, the man sacked on 
September 2nd as Malaysia’s deputy prime 
minister behaves like the figurehead of a 
moral campaign. Daily, at his house in sub- 
urban Kuala Lumpur, thousands of friends 
and supporters come to pay their respects. 
The man whosacked him, prime minis- 
ter Mahathir Mohamad, has been vague as 
to the reasons, citing his deputy’s “low mor- 
als”. But local newspapers have published 
all the allegations, giving short shrift to de- 
nials. Mr Anwar has already been tried and 
convicted in the press. Yet a week after his 
dismissal, he had not been arrested. 
There are a number of possible reasons 
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ordered reinforcements back into Aceh. 
Just outside Lhokseumawe is a com- 
plex of steel storage tanks and chimneys, 
where the output of one of the largest gas 
fields in Asia comes onshore. This is why 
the authorities in Jakarta are so worried 
about separatism in Aceh. The province 
contributes billions of dollars to the trea- 
sury from gas, coal, gold and forestry. For 
decades, the government has relied on 





|. paged through the town, smashing and | e guage, it is not hard to imagine separatist 
burning shops. General Wirantohasnow Horrors exhumed sentiments gaining a foothold again. 


for this. Dr Mahathir has accused Mr An- 
war of trying to provoke his own detention, 
to make himself a martyr. Thwarting that 
may be especially important during the 
current Commonwealth Games. This sport- 
ing event has been long awaited, as a com- 
ing-out party for the new, thrusting, mod- 
ern Malaysia. The economic slump has 
robbed the games of some importance, but 
Kuala Lumpur is besieged by bored foreign 
sports reporters looking for a story. Or 
maybe Mr Anwar, so lately Dr Mahathir's 
anointed successor, knows too much. If he 
does have skeletons in his cupboard, he is 
surely not unique among the elite. 

The authorities have gone to great 
lengths in search of Mr Anwar’s. Nallaka- 
ruppan Solaimalai, a businessman ac- 
cused of pimping for the former finance 
minister, has alleged ill-treatment at the 
hands of the police. He was arrested for the 
unauthorised possession of bullets and, he 
said in an affidavit signed in prison, in- 
terrogated cruelly. He has said the charges 
against Mr Anwar are "utter rubbish". Mr 
Anwar' adopted brother has also been de- 
tained, and his secretary questioned. 

He himself has not rushed wholeheart- 


that revenue to pay for development else- 
where, especially in the overpopulated is- _ 
land of Java. The 3m Acehnese feel they 
have received too small a share of their 
natural wealth. Roads, schools and hospi- 
tals are still rudimentary in rural areas of 
the province. With little opportunity for 
redress under Indonesia's centralised po- 
litical system, some Acehnese have given 
support to a shadowy rebel movement. 

Ministers in the Habibie government 
are talking of giving provincial govern- 
ments greater control over spending in 
their regions, rather than channelling it 
all through departments in Jakarta. Mr 
Habibie needs to start working out the de- 
tails of such reforms quickly, if he is to 
hold back a tide of anger over past atroc- 
ities, not only in Aceh but in East Timor, | 
Irian Jaya and elsewhere in this diverse 
nation of islands. 

About an hour's drive north of Lhok- 
seumawe, in the foothills of the moun- 
tains, lies the hamlet of Cot Keng. Today it 
is more commonly known as Kampung 
Janda, or “Village of Widows”. Seven 
women in the village lost their husbands 
during the army's counter-insurgency op- 
erations in the early 1990s. Some are still 
shocked and confused by what hap- 
pened, others express bitter hostility to- 
wards the government that sanctioned 
the repression. In this isolated and im- | 
poverished area, where people cannot 
even speak the Indonesian national lan- 











edly into opposition politics. He has not 
formed a party, nor joined an existing one. 
A planned "roadshow", taking his case to 
the people and campaigning for political 
reform, has been repeatedly postponed for 
fear of arrest. But the crowds at his house 
have kept growing. His cause has become a 
rallying-point for those fed up with Dr Ma- 
hathir's increasingly autocratic ways, and 
with the supine obeisance ofhis colleagues, 
most of whom seemed ready to believe the 
worst of Mr Anwar even before they had 
heard any evidence. 

But as a leading figure in Malaysia's 
dominant party, the United Malays Na- 
tional Organisation (UMNO), Mr Anwar 
seems finished. There, Dr Mahathir's power 
is unchallenged. He has not named a new 
deputy, and has himself taken on Mr An- 
war's finance portfolio. He is already the in- 
terior minister. UMNO’s three-yearly leader- 
ship competition is due next year, and Dr 
Mahathir no longer faces the risk of a chal- 
lenge from Mr Anwar. 

Before then, however, perhaps as early 
as next month, Dr Mahathir is expected to 
call a general election. His ruling coalition 
will win. It has what a friend of Mr Anwar’s 
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calls “the awesome power of incumbency”. 
But the main opposition parties are hoping 
that economic malaise and uneasiness 
over MrAnwar' fate, and that ofan opposi- 
tion politician jailed last month, will give 
them a boost. The Islamic party, PAs, seems 
best placed to benefit. 

But for many in the opposition, or close 
to Mr Anwar, the elections seem a side is- 
sue. They recall 1987, when Dr Mahathir 
faced a serious split in UMNO and 106 poli- 


ticians, academics and activists were de- 
tained under security laws that allowed 
them to be held without trial. The prime 
ministers treatment of Mr Anwar has re- 
minded them that he is a ruthless politi- 
cian. It is no consolation that, in 1987, Ma- 
laysia was entering a fantastic, decade-long 
boom, and that it is now perilously close to 
a prolonged depression. But if Dr Mahathir 
fails to rescue the economy, even ruthless- 
ness may not be enough. 





Hong Kong 


Blundering through 


HONG KONG 


The territory's rulers seem to have lost their sure touch 


OW is it that Hong Kong's govern- 

ment, with essentially the same cast 
of characters that gave a seemingly slick 
performance under British colonial rule, 
has managed to make such a fumbling 
show of things since? True, the severity of 
Hong Kong's financial straits is unprece- 
dented, and in the past years of British rule 
easy money papered over a multitude of 
sins. But that misses much of the point. 

The territory's government had com- 
mitted a series of blunders even before the 
economy curdled. Witness its clumsy han- 
dling of the proposed changeover to Chi- 
nese-language education last year, the fi- 
asco earlier this year when it tried to kill all 
Hong Kong's chickens in a scare over avian 
flu, and the bungled opening of the new 
airport in July. Passengers and luggage were 
stranded, and air-cargo services were sus- 
pended for weeks. 

As for the government's economic man- 
agement, says one of the rapacious foreign 
speculators much loathed by the authori- 
ties, Hong Kong's rulers look like small- 
town councillors compared with Singa- 
pores when it comes to economic 
management. Hong Kong has become an 
easier target for attacks on its currency. Far 
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from inviting admiration or fear among 
market sophisticates, the government's 
share-buying spree in late August, when it 
became the territory's largest shareholder, 
is being read as a further sign of weakness. 
Some $10 billion was spent on August 28th 
alone. Ten more days of that, and Hong 
Kong’s ample reserves would be used up. 

In the past week the government has as 
much as admitted that better government 
would do more to bolster the credibility of 
the local dollars iron link to the American 
dollar than would squandering more cash. 
On September sth, the Hong Kong Mone- 
tary Authority introduced new arrange- 
ments that extend the government's prom- 
ise to issue American dollars in return for 
Hong Kong ones. That and other measures 
ought to calm bankers nervous about hold- 
ing Hong Kong dollar assets. 

Two days later, the financial secretary, 
Sir Donald Tsang, unveiled before the Leg- 
islative Council (Legco) measures designed 
to prevent the manipulation of Hong 
Kong's financial markets. Some of these, 
such as the ban on selling shares short in a 
falling market, are no more stringent than 
those that apply in America. Others would 
give the chief executive, Tung Chee-hwa, 
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draconian powers over Hong Kong's frac- 
tious stock and futures markets, and their 
regulators. The measures have, it should be 
said, popular support. Crippling interest 
rates have come down, and the stockmark- 
et this week started to recover from its 
slump (see chart). Yet doubts remain. If 
these changes are justified, why were they 
not made much earlier? If they are not, has 
Hong Kong blown for good its famous non- 
interventionist reputation? Bona fide in- 
vestors—those who might be expected to 
underpin Hong Kong’s eventual recovery— 
continue to steer clear of a stockmarket 
where valuations are being jigged unpre- 
dictably up and down. 

Eventually, some bigger questions are 
likely to be raised about the way Hong 
Kong is governed. The quality of the civil 
service will come into question. In Hong 
Kong’s unrepresentative political structure, 
the civil service both proposes and dis- 
poses policy. Hong Kong's last colonial gov- 
ernor, Chris Patten, constantly praised the 
professionalism of the civil service, as well 
as its integrity. Yet Britain “localised” the 
administration too slowly, and promoted 
younger officials too hastily, for Mr Patten's 
claims to be wholly convincing (and he 
himself covered up at least one scandal, in- 
volving a chief of immigration). 

The senior crust of competence, in 
short, is not that deep. Yet arrogance runs 
high. Until May this year, when a Beijing- 
appointed provisional Legco of assorted 
lackeys, charlatans and one or two 
competents was replaced by a partially 
elected chamber, the government's actions 
faced little scrutiny. Though often repre- 
sented as the bulwark in Hong Kong 
against an encroaching China, Hong 
Kong's senior civil servants are in fact part 
of the problem. 

Certainly, the mainland has intervened 
in Hong Kong’s affairs since the handover 
14 months ago much less than even some 
pro-China hands assumed. Yet autonomy 
has brought problems of its own for Hong 
Kong. Emily Lau, an anti-China democrat 
who gives only a grudging nod to the for- 
mer colonial masters, argues that, with ac- 
cess to British advice, calmer heads would 
have prevailed in the financial turbulence. 
“In the past,” she says, “one of the first 
things the government did was pick up the 
phone to London. Now that line is dead." 

There are, too, the problems surround- 
ing the chiefexecutive. Mr Tung's cabinet of 
executive counsellors (Exco) contains a 
share of China's yes-men, and it commands 
less respect than Mr Patten's Exco in both 
the civil service and Legco. The cabinet has 
withered as a policymaker; it was not even 
consulted about the stockmarket interven- 
tion, the biggest policy change in years. Mr 
Tung himself—centralising and secretive 
by turn—has had difficult relations with 
the civil service. His more interventionist 
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leanings have brought clashes with those 
who have hitherto promoted a lighter 
touch, notably Sir Donald. Mr Tung cannot 
easily sack those unwilling to carry out his 
policy—that would smack of instability. 
The outcome is drift and expediency. 
Mr Tung hopes to change that impression 
when he delivers Hong Kong’s equivalent 
ofa state-of-the-nation address, in early Oc- 
tober. In the long run, the solution presum- 
ably lies with a more representative and ac- 
countable structure of government. But 
that, China insists, belongs to another day. 





Bangladesh 
Drowning 


DHAKA 


IX weeks after the Ganges and other riv- 

ers flowing into Bangladesh burst their 
banks, the government is grappling with a 
disaster whose size it failed to acknowledge 
until the homes, livestock and crops of mil- 
lions of its people had been swept away. So 
far, over 700 Bangladeshis have been killed. 
More than 22m have been made homeless 
or left marooned by the deluge, which now 
covers two-thirds of the country. Health of- 
ficials fear that disease, spread by increas- 
ingly foul water, will greatly increase the 
number of victims. 

It took a month for the authorities to 
overcome their reluctance to call for out- 
side help. Then, in August, the government 
appealed for $880m, a huge amount for 
Bangladesh, which is one of the world's 
poorest countries. 

The finance minister says much of the 
money is needed not for emergency aid but 
for reconstruction. In many places roads, 
bridges and electricity lines have been 
damaged or destroyed. The United Nations 
has appealed for more than $200m, and in- 
ternational donors have pledged about 
three-quarters of that. It will make a second 
appeal once the flood waters go down and 
the full extent of the damage is known. 

That could take some time. On Septem- 
ber 9th the rivers were still rising and there 
were fears that Dhaka, the capital, might be 
completely flooded. Under foreign pres- 
sure the government tried to improve its 
distribution of aid, but delivering supplies 
to stranded communities remains a prob- 
lem. The crews of some boats chartered by 
aid workers refused to sail because they 
feared capsizing in strong currents. 

Although it is normal for the seasonal 
monsoon rains which collect across the 
border in India to flood about a third of 
low-lying Bangladesh, this year's floods 
have been the worst and most prolonged 
on record. Water levels are higher than in 
1988, when 3,000 Bangladeshis died. 

The floods are in part blamed on more 
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water than usual flowing into India’s rivers 
from the Himalayas; flooding has already 
claimed the lives of over 1,000 people in In- 
dia. But the water is also taking longer to 
empty into the Bay of Bengal because of un- 
usually high tides. Badly built dykes have 
been blamed for adding to the problem. 

Relief agencies say hunger and water- 
borne diseases are spreading among the 
poor, many of whom are ill fed at the best of 
times. At least half the seedlings for the next 
rice crop have been washed away, leaving 
millions of Bangladeshis dependent on 
imports or food aid for months. 

Some non-governmental organisations 
want to help distribute food from govern- 
ment stores, but have been told to leave the 
task to the authorities lest they add to the 
confusion. But agencies have set up their 
own feeding centres and are providing 
food and medicine to people in govern- 
ment flood shelters. Some donors are wor- 
ried that food being handed out by the gov- 
ernment is not reaching those who need it 
most. Residents of flooded slums in Dhaka 
claim that officials have been reluctant to 
distribute food to areas where opposition 
parties are strong. 





North Korea 


The accession 


SEOUL 


IM JONG IL, the reclusive leader of 

North Korea, may have allowed him- 
self a smile this week. After all, many of the 
North Korean specialists who predicted the 
collapse of the Stalinist regime after the 
death in 1994 of his father, the founder of 
the country, have been proved wrong. On 
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top of that, Mr Kim has consolidated his 
power base and given the world something 
new to worry about by test-firing a ballistic 
missile, which may or may not have put a 
satellite into orbit. 

This week’s events, marking, on Sep- 
tember 9th, the 50th anniversary of the 
founding of the state, were accompanied 
by some changes in the constitution. The 
oddest of these is that the title of president 
is now permanently reserved for Mr Kim's 
late father, the “Great Leader" Kim Il Sung. 
The younger Mr Kim has instead been reap- 
pointed as chairman of the Central De- 
fence Committee, which is in effect the 
highest post in the country, overseeing po- 
litical, economic and military affairs. He 
has thus been confirmed as the North's real 
leader. 

The 56-year-old Mr Kim will, however, 
remain mysterious to the outside world 
and rule from behind the scenes. Kim Yong 
Nam, the head of the praesidium of the Su- 
preme People’s Assembly, will represent 
the state for diplomatic purposes, and 
shake the hand of any ambassador or visit- 
ing foreign dignitary. But that is about all 
his role will amount to. Not much more 
will be expected of Hong Sung Nam, the 
new prime minister. 

In posts that do matter, such as head of 
the air force, army and navy, Mr Kim is in- 
creasingly surrounding himself with mili- 
tary hardliners. Officials in South Korea say 
this gives the impression that the North 
will be run more like a military state, and 
one in a state of emergency. 

Yet there are contradictions. The re- 
vised constitution allows the introduction 
of a market economy, although at a primi- 
tive level. Farmers will be allowed more 
freedom to sell their produce. Private com- 
panies and co-operatives will be allowed to 
own land, farm machinery, boats and pro- 
duction equipment, but not buildings. Peo- 
ple will also be allowed to keep income 
from subsistence farming and small busi- 
nesses. Rights of inheritance will also be le- 
gally guaranteed. Some of the changes are 
seen as a way of trying to attract foreign in- 
vestment. "These small changes are a bold 
step for the hermit regime, "says Hong Song 
Kuk, an official in South Korea's unifica- 
tion ministry. 

Despite the missile launch, the South's 
president, Kim Dae Jung, is sticking to his 
"sunshine policy" towards the North. This 
tries to separate political from economic 
co-operation. This week his government 
backed a plan by Hyundai, the South's big- 
gest company, to take more than 2,000 
tourists a week in a pleasure boat to Mount 
Kumkang in the North. In the evening, 
though, the tourists must return to their 
boat. For each visitor, the North Korean 
government will collect $300. That could 
earn it $200m a year. Sunshine indeed. 
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UNITED STATES 


And so to work 


WASHINGTON. DC 


HE beginning of the end? Or will the 

nightmare dogging the Clinton presi- 
dency have yet more instalments, leading 
America into its worst political crisis since 
the disgracing of President Nixon almost a 
quarter of a century ago? The answer will 
come from the 36 boxes—18 filled with orig- 
inal documents, 18 with duplicates—that 
were unloaded under police guard in front 
of the House of Representatives just before 
four o'clock on the sunny afternoon of Sep- 
tember 9th. And it may come quickly: next 
day, as The Economist went to press, Henry 
Hyde, chairman of the House Judiciary 
Committee, said that 445 pages of the re- 
port would immediately be made public 
over the Internet. 

Charles Bakaly, the spokesman for the 
independent counsel, Kenneth Starr, had 
already said that the boxes contained “sub- 
stantial and credible information that may 
constitute grounds for impeachment ofthe 
president of the United States" To which 
the president's lawyer, David Kendall, had 
responded: “People should keep in mind 
that the documents delivered to Congress 
today only represent prosecutors' allega- 
tions, allegations that we have been denied 
a chance to review. But we do know this: 
there is no basis for impeachment." 
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Those were brave words. After all, by 
Bill Clinton's own account he has “misled 
people, including even my wife," over his 
relationship with Monica Lewinsky. A less 
self-serving interpretation is that he lied 
under oath, stating in his deposition last 
January in the Paula Jones case that he did 
not remember being alone with Miss 
Lewinsky and that in any case there was no 
"sexual relationship". Mr Starr clearly has 
evidence to the contrary. There may also be 
evidence among Mr Starr's boxes that the 
president asked others to lie, too; and that 
he lied not just last January but also last 
month, when he testified to a grand jury 
that may well have heard somewhat differ- 
ent answers from Miss Lewinsky. 

Worst of all, some may argue, there 
could be "substantial and credible in- 
formation" concerning the Whitewater 
property scandal that began two decades 
ago, or the alleged misuse of administrative 
power in the president's first term. 

But being brave is not the same as being 
foolhardy. Mr Kendall may reckon that any 
Whitewater evidence would have been pro- 
duced long ago, as would the evidence of 
other alleged scandals. Meanwhile, the per- 
jury statute requires not just that a lie be de- 
liberate but also that it be “material”. Since 


a judge in April dismissed the Paula Jones 
case and deemed the Lewinsky affair irrele- 
vant to it, the president's apparent lies are 
arguably not quite perjury. And in any case, 
would Washington’s politicians, conscious 
that their own sexual indiscretions might 
one day be revealed, vote to impeach a pres- 
ident on the basis of the Lewinsky affair 
and its repercussions alone? 

The truth is that no one knows. The con- 
stitution says the president “shall be re- 
moved from office on impeachment for, 
and conviction of, treason, bribery, or other 
high crimes and misdemeanours.” But 
what exactly are those “high crimes and 
misdemeanours”? In the case of Richard 
Nixon, who resigned before the House 
could vote to impeach him and have him 
tried by the Senate, they included “using 
the powers of his high office” to obstruct 
justice, and failing—by his use of govern- 
ment agencies to investigate his enemies— 
to “take care that the laws be faithfully exe- 
cuted”. As Gerald Ford had said earlier: “An 
impeachable offence is whatever a major- 
ity of the House of Representatives consid- 
ers it to be at a given moment in history.” 

In which case MrClinton must do more 
than caricature Mr Starr as an independent 
counsel who has run amok for four years 
and at a cost of over $40m. He must also 
cultivate friends, not least by showing some 
more convincing contrition than hitherto. 
Hence the self-criticism that the president 
now practises everywhere, even when visit- 
ing Moscow and Northern Ireland. 

Indeed, just hours before Mr Starr's 
boxes arrived on Capitol Hill, the president 
invited nine senior Democratic congress- 
men to the White House. It was, said David 
Bonior, the House minority whip, an 
"emotional" meeting. "He clearly under- 
stands, I think, the deep pain he has caused 
his family ... members of Congress and the 
country ... He did not cry, but you could 
tell by the way he was breathing, you could 
tell by his demeanour that he felt the 
pain... very strongly." 

A little later, the contrition was public. 
At a fund-raiser in Orlando the president 
was sombre: “I let my family down and I let 
this country down ... I ask you for your un- 
derstanding, for your forgiveness on this 
journey we are on ... These have been the 
toughest days of my life but they may turn 
out to be the most valuable for me and my 
family. I have no one to blame but myself 
for my self-inflicted wounds." 

Quite so. But will the contrition be fol- 
lowed by redemption? As November's mid- 
term elections approach, too many Demo- 
crats for comfort are distancing themselves 
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from their president. On the day Mr Starr 
sent his report to Congress, the Senate's se- 
nior Democrat, Robert Byrd of West Vir- 
ginia, commented that Mr Clinton had 
*sown the wind and now he is reaping the 
whirlwind." Indeed, the senator went on to 
say, "Many of the mistakes that President 
Nixon made are being made all over 
again." 

Yet, ironically, it is the example of the 
Nixon debacle that may come to Mr Clin- 
ton's rescue. The impeachment procedure 
is remembered as a wrenching experience, 
to be embarked on at the country's peril. If 


The Coast Guard 


punishment is merited (and the president's 
defence has yet to be presented) then many 
will feel censure to be a better route. 

And whatever the outcome, it must 
surely be a subject for the next Congress, 
not this one. After all, the Starr report is 
long and the elections are nigh. The House 
speaker, Newt Gingrich, is advising caution 
in what is “a very serious constitutional 
question" transcending partisan interests. 
Or as Dick Gephardt, the Democrat minor- 
ity leader in the House, puts it: "Next to de- 
claring war, this may be the most impor- 
tant thing we do, so we have to do it right." 
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Keeping all channels open 


ABOARD USCGC POLAR STAR, ARCTIC CIRCLE 


Should the government's most cost-effective agency get bigger, or smaller? 


HEN Admiral Robert Kramek went 

before a congressional sub-commit- 
tee earlier this year to present the Coast 
Guard's budget request for 1999, he dwelt 
on something rare in the armed services: re- 
sults. In the past four years, he proudly in- 
formed the legislators, the Coast Guard has 
saved 20,000 lives and $9.3 billion in prop- 
erty, seized 370,000 pounds of illicit drugs, 
interdicted (or assisted) 75,000 foreigners 
trying to enter America, reported 64,000 
cases of marine pollution and checked 
59,000 fishing boats for possible catch vi- 
olations. "We're a model of better govern- 
ment at least cost," said the admiral. 

Set against the overblown navy, the 
Coast Guard does look rather lean. The 208- 
year-old service has 35,000 staff spread 
along America's shoreline. Smallness, of 
course, is often the express ticket to ano- 
nymity in America; few Americans know 
what the Coast Guard does. But, as Admiral 
Kramek said, it does plenty, and its mis- 
sions are diverse. A speaker to graduating 
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cadets at the Coast Guard Academy put it 
neatly: the service was, he said, *a half-way 
house between ‘Top Gun’ and Greenpeace.” 
The Coast Guard has five central mis- 
sions: search and rescue (SAR), preservation 
of national marine resources, enforcement 
of federal laws at sea, ship safety in Ameri- 
can waters, and national defence. Of these, 
SAR—Saving lives and property at sea—re- 
mains the service’s main job. In 1997, the 
Coast Guard conducted 30,000 rescue mis- 
sions for fishing boats, yachts and commer- 
cial vessels. The sheer expanse of American 
coastal waters makes rescue a difficult un- 
dertaking, especially off Alaska. Despite the 
strong Coast Guard presence in the state 
(Kodiak Island has one of the largest bases 
in the country), fishing trawlers still sink be- 
fore rescue ships can make it to the scene. 
Like zealous cops on rural highways, the 
Coast Guard helps pay its own way by slap- 
ping fines on law-breakers. Nowhere has it 
been more successful (or better rewarded) 
than in nabbing environmental polluters. 


Oil spilled in United States waters has 
dropped from 6.3m gallons (23.8m litres) in 
1990 to 1.5m gallons in 1997. Dealing with 
polluters and preserving America’s marine 
resources accounts for the largest share— 
$448m in 1999—of the Coast Guard's bud- 
get. Even so, there are complaints that the 
service does not always do a good job. Tem- 
pers are running high over the Coast 
Guard's belated effort to recover thousands 
of old batteries, containing toxic materials, 
which it dumped between the 1920s and 
the 1970s in waterways all over the country. 

The Coast Guard is the only military ser- 
vice that can enforce the law in peacetime. 
This privilege puts it on the front line ofthe 
drug war. In 1997 armed Coast Guard units 
seized a record 103,000 pounds of cocaine. 
Arrests of cocaine-traffickers were up a stag- 
gering 1,000% that year, in part because of 
co-operative efforts between the Coast 
Guard and its national equivalent in 18 Ca- 
ribbean countries. Increasingly, however, 
the line between constitutional law en- 
forcement and unconstitutional military 
force is being blurred. In Haiti in 1994, 
President Clinton used the Coast Guard to 
mount—under United Nations auspices—a 
military blockade of a foreign country. In 
covert drug operations, too, the Coast 
Guard is sometimes little more than a front 
for action by the navy. The armed services 
provide intelligence and occasionally 
ships and aircraft; the Coast Guard does the 
physical interdiction. 

Setting down buoys and keeping ship- 
ping channels clear is not as flashy as bust- 
ing drug dealers, but it is arguably more im- 
portant. Some 95% of American trade, after 
all, wends its way in or out of American 
ports along shipping channels laid down 
and maintained by the Coast Guard. Yet 
the most decrepit vessels in the service are 
those which set buoys, lights, and other 
guides for shipping. Some of these ships 
have been in continuous service since the 
second world war. They will be among the 
first ships replaced in "Deepwater", a Coast 
Guard project that aims to replace old cut- 
ters with a new generation of ships. 

Life on Coast Guard ships is relaxed. It is 
easy to forget that this is a military service. 
Yet it has been involved in most American 
military actions, and its staff are subject to 
military law. They also receive military 
benefits. As part of the armed services, the 
Coast Guard must work under cumber- 
some regulations. It is in a perpetual state 
of training crew. The USCGC Polar Star has 
a crew of 146; the Canadian Coast Guard, 
which is a civilian organisation, operates 
similar ice-breakers with 40 or so experi- 
enced seamen. Yet, alone among the armed 
services, the Coast Guard suffers from 
smallness rather than gigantism. It does 
not have its own shipyards and borrows 
chaplains and doctors from elsewhere. Its 
aviators grumble that its procurement arm 
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 Alegendary distraction 


| WASHINGTON, DC 


HE most heroic achievement in the 

cerebral game of baseball, the home 
run, is a most uncerebral act. For all the 
sport’s complex strategies and mind 
games, there is a visceral appeal in seeing 
a piece of wood propel a leather ball 400 
feet over a fence and watching the batter 
trot confidently around the bases. 

For this reason, some of the game's 
greatest players-]oe DiMaggio, Lou 
Gehrig, Ted Williams—have always been 
in the shadow of a generally average 
player from Fargo, North Dakota, Roger 
Maris. It was Maris who, in 1961, hit 61 
home runs and broke Babe Ruth's single- 
season home-run record. For 37 years, 
Maris's achievement has been the most 
revered record in American sports. Oh 
September 8th Mark McGwire of the St 
Louis Cardinals surpassed this feat, hit- 
ting his 62nd home run before 44,000 
home fans and millions more Americans 
watching on television. 

The pursuit of the record could not 
have come at a more opportune time for 
baseball. Only three years ago, a labour 
dispute between millionaire players and 





millionaire owners caused 
the cancellation of the 
World Series for the first 
time in history, alienating 
fans. Baseball officials com- 
plained about the intermi- 
nable length of the games, 
fearing that the sport would 
lose its younger fans to 
faster-moving games such as 
basketball and football. 

Yet the barrage of home 
runs hit in 1998 by Mr 
McGwire and his closest ri- 
val in the chase, Sammy Sosa, has put fans 
back into the stadiums and young people 
back into baseball clothing. The contrast 
between the two men is striking. Mr 
McGwire is the son of a dentist from sub- 
urban California; Mr Sosa is the product 
of the worst slums of the Dominican Re- 
public. Side by side in press conferences, 
both speak eloquently of living their own 
version of the American dream. As it hap- 
pened, Mr McGwire hit the record-break- 
ing home run against Mr Sosa's team, the 
Chicago Cubs; the two men embraced in 








Did it go that far? 


the middle of the field. 

Americans have always turned to 
baseball at times of national trouble. The 
heroics of Babe Ruth and Lou Gehrig dur- 
ing the 1930s invigorated a nation mired 
in the Great Depression, and the civil- 
rights leaders of the 1950s were inspired 
by young black players, such as Jackie 
Robinson and Willie Mays, who defied 
the game's formidable racial barriers. In 
this summer of scandal, baseball has once 
again provided a splendid—if tempo- 
rary—distraction. 





cannot even persuade contractors to build 
helicopters according to Coast Guard 
specifications. 

Since the cold war gave way to the drug 
war, the Coast Guard's stock has risen, and 
against the trend of military cutbacks its 
budget has actually grown in real terms. 
Small, bloody-nose showdowns are tailor- 
made for the service. But they also raise the 
question of where it goes next. It could get 
smaller and civilian, leaving the fiercer in- 
terdiction operations to the navy and con- 
centrating on marine safety. Or it could re- 
cruit more aggressively, buy new ships, and 
blaze into the drug war in style. 

So far the Coast Guard seems to be me- 
andering between the two. Although it has 
trimmed its ranks by 4,000 in recent years, 
the service shows no sign of wanting to be- 
come either a civilian organisation or à 
larger, more recognisably military one. Fis- 
cally, expansion is not of much conse- 
quence to the American taxpayer. Whatever 
its faults—inadequate leadership seems to 
be the main complaint of Coast Guard 
staff—the service remains a singular bar- 
gain. Admiral Kramek's $2.77 billion bud- 
get request is a polite cough in the fierce de- 
fence-funding debate. “If you see two B-2 
bombers in the air" says Lieut-Com- 
mander Richard Jackson, a Coast Guard he- 
licopter pilot, “that’s it—that’s the whole 
Coast Guard budget passing by." 
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Urban sprawl 
No end in sight 


WASHINGTON, DC 


ILL America's cities ever again be 

places most people want to live in? It 
seems unlikely. Whereas in 1970 America's 
suburbs contained 25% more families than 
its cities, today they contain 75% more. 
Middle-class families—“the bedrock of a 
stable community”, in the words of the De- 
partment of Housing and Urban Develop- 
ment—associate cities with poverty and 


Onwánts and outwards 


erty rate in America's urban areas rose from 
14.2% in 1970 to 21.5% in 1993, with most of 
the increase in the inner-city areas from 
which the middle class has fled. No wonder 
so many families equate the American 
dream with a home in the suburbs. 

But the resulting urban sprawl carries a 
cost. A report this week from the Sierra 
Club, which has been preaching ecological 
sensitivity for more than a century, under- 
lines what it calls “the dark side of the 
American dream”: traffic congestion; com- 
muting journeys that “steal time from fam- 
ily and work”; air and water pollution; lost 
farmland and recreational space; in- 
creased flooding; and more taxes to pay for 
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a suburban infrastructure that ranges from 
policing to sewage systems. Moreover, as 
the suburb expands so the inner city's tax 
base shrinks, setting off a vicious cycle of 
higher taxes, lower corporate profits, higher 
joblessness and lower property values. 
Putting numbers to its argument, the Si- 
erra Club reckons air pollution "costs us 
agriculture more than $2.5 billion every 
year," and it argues that the paving over of 
natural wetlands helps produce the floods 


Off to the library 


CHICAGO 


INTERNET booksellers 
and superstores (with 
coffee shops) notwith- 
standing, a surprising 
number of Americans 
still get their books the 
old-fashioned way: at the library. A Gal- 
lup poll commissioned by the American 
Library Association has found that 64% 
of Americans visited a library at least 
once last year, up from 51% in 1978. Two- 
thirds of Americans have a library card, 
and one in ten visited a library 25 times 
or more last year. 

What are they doing there? Since 
many libraries have gone high-tech, one 
in five visitors will connect to the Inter- 
net. Slightly more report using a com- 
puter, and about half will read a newspa- 
per or use reference materials. But most 
visitors—81%—are going for exactly the 
reason Ben Franklin had in mind when 
he set up America's first public library in 
1731: to take out books. 

Nearly 9096 of the survey respon- 
dents consider public libraries as valu- 
able or more valuable than other tax-sup- 
ported services. And local jurisdictions 
seem to agree. According to Library Jour- 
nal, 225 libraries were built or expanded 
last year. The projects ranged from a 
$67m addition to the Cleveland Public 
Library to a more modest $287,000 li- 
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that cost America an average 
of $4.3 billion a year. In the pe- 
riod from 1970 to 1990, urban 
sprawl led the twin cities of 
Minneapolis-St Paul, in Min- 
nesota, to close 162 schools in 
and around the city centres 
while building 78 new ones in 
the outer suburbs. Between 
1970 and 1995, Maine spent 
over $338m building new 
schools even as the number of 
students in its public schools 
fell by 27,000. Meanwhile, the 
exhaustion of commuters is 
hardly lessened by new and 
better roads, since each 1% in- 
crease in new lane-miles generates within 
five years a 0.9% increase in traffic. 

All this, the Sierra Club maintains, illus- 
trates the threat that urban sprawl repre- 
sents to the quality of life. Among the coun- 
try’s largest cities, the most threatened, 
apparently, are the citizens of Atlanta; 
among medium-sized cities, it is the people 
of Orlando, Florida, who have most to fear; 
and among small cities, the inhabitants of 
McAllen, Texas. As for Los Angeles, the 


brary in Mt. Hope, Kansas. Such public 
spending is hardly a sop for the poor. In- 
dividuals earning over $60,000 are the 
most likely to have a library card. 

Will libraries survive in the age of 
electronic information? The vast major- 
ity of Americans believe so. Nine out of 
ten survey respondents expect libraries 
to exist in the future—along with the 
books they still mostly contain. 


Ben Franklin's children 


Library-card ownership 
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Reasons for visiting library 


% 
Take out books 

Consult the librarian 

Use reference materials 

Read newspapers or magazines 

Take out records, CDs or videos 

Connect to the Internet 17 
Hear a speaker, see a film, attend a class 15 








"grand-daddy of sprawl”, the city deserves 
a “dishonourable mention”, along with 
San Diego and Phoenix. 

Can urban sprawl be repulsed? One 
idea being tried in parts of Michigan and 
Maryland is for communities to buy farm- 
land or environmentally sensitive land to 
prevent its development; another idea, 
practised in Oregon and Washington state, 
is to set an “urban growth boundary" to en- 
close an urban area within an inviolate 
green belt; a third is to offer tax induce- 
ments to communities that forgo develop- 
ment rights. But in the land of the car, per- 
haps the most unlikely idea is that 
Americans will follow the example of New 
Jersey, which recently voted for higher pet- 
rol taxes to preserve a million acres of unde- 
veloped land over the next ten years. 





Louisiana’s legal clinics 


Where business 
meets justice 


NEW ORLEANS 


INCE the 1960s, law school clinics— 

which use supervised student lawyers to 
handle real cases—have been a staple of 
American legal education. Clinics give law 
students a chance to practise their craft. 
They give low-income clients free or low- 
cost legal aid. And they have a higher mis- 
sion, according to the American Law 
School Association: to help protect “the 
poor and the powerless”. 

Across the country, law clinics have a 
history of treading on dangerous political 
ground. They have dealt with such issues as 
desegregation, prison conditions and 
death-row appeals. Since a New Orleans 
law clinic undertook one such battle this 
year, the Louisiana Supreme Court has al- 
tered the state’s law-clinic rules and nar- 
rowed the group of people eligible for aid. 
In doing so, it has stirred an angry buzz 
among the country’s law schools. 

Louisiana’s new rules, the strictest in 
the country, stem from a case involving 
Tulane University’s Environmental Law 
Clinic. The clinic seldom shies away from 
fighting big business or big government, 
and the battle with Shintech involves both. 
The Japan-based company wants to build a 
$700m plastics plant in Convent, a poor 
black district in southern Louisiana. The 
clinic, which represents neighbourhood 
and environmental groups, claims the 
company is practising environmental 
racism. 

The matter is hardly clear-cut; not even 
Convent residents agree on whether the 
plant would be an environmental hazard 
or a job-creating saviour. But the case has 
caught the attention of the Clinton admin- 
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istration and inspired some feverish pro- 
tests. Last winter, Greenpeace activists 
abseiled down the state capitol to oppose 
the plant. 

The case has also raised the anger of 
Louisiana's Republican governor, Mike 
Foster, and the state's business lobby. Both 
have fought hard for the company, which, 
they feel, could jump-start the local econ- 
omy. And both were frustrated by a string 
of legal roadblocks which the clinic threw 
in Shintech's way. The clinic had over- 
stepped its mandate, they cried, creating an 
unfriendly business climate that could 
harm the state. Governor Foster called the 
student lawyers “a bunch of outlaws” and 
threatened to slash state tax breaks for 
Tulane, which is a private university. 

Earlier this year, three high-profile busi- 
ness groups asked the Louisiana Supreme 
Court—which sets rules for the state bar—to 
investigate the law clinics at Tulane, Loyola 
and Southern Universities. In a letter to the 
court, one group said the clinics were pro- 
moting “legal views that are in direct con- 
flict with business positions." In June, the 
court released the new restrictions. Now 
clinics are barred from representing groups 
that are part of national organisations, 
such as the Sierra Club and the NAACP. In- 
dividual clients must meet poverty guide- 
lines set by the Legal Services Corporation, 
a federal agency that provides poor people 
with lawyers in civil cases. Group clients 
must prove that half their members meet 
the same poverty standards. 

The governor and his business allies ap- 
plaud the new rules, and point out that 
some law clinics voluntarily use such 
guidelines already. But according to Peter 
Joy, a professor at Washington University 
in St Louis who co-wrote a brief on the clin- 
ics’ behalf, they have shaken the country’s 
law schools. Mr Joy says the ruling gave the 
impression that the Louisiana Supreme 
Court had been lobbied, and that the lob- 
bying had worked. The poverty rules are 
also unrealistic, says Bill Quigley, the direc- 
tor of the Loyola Law Clinic. Many people 
who live above the poverty line, he points 
out, still can't afford a lawyer. 

The rule-change made Mr Quigley so 
angry he decided to strike back, taking 
leave from the clinic to run for a seat on the 
state Supreme Court. Louisiana is one of a 
handful of states that elects all its judges, 
and Chief Justice Pascal Calogero, who 
helped draft the new rules, is up for re-elec- 
tion this autumn. Mr Quigley lacks the 
money or political clout of the front-run- 
ners, so he is resorting to what he calls “old- 
fashioned democracy": fliers printed in 
Spanish, volunteers waving banners by the 
roadside. His goal, he says, is to mobilise 
poor and middle-class voters, who may not 
have realised how the court affects their 
rights. His slogan is “Justice for All”. 
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The Mexican border 
One agent's night 


NOGALES, ARIZONA 


T IS a steamy night on the Mexican bor- 
der. During the day, the temperature has 
hovered around 105'F (40°C); only now, 
around one o'clock in the morning, has it 
dropped below 85'F. Andrea Privette is on 
the night shift. She is small, wiry, 42 years 
old, a £randmother, and she has done the 
job for 14 years. Tonight she is patrolling la 
linea in downtown Nogales, Arizona, as 
well as policing the dry arroyos and deep 
canyons surrounding the city and its sister- 
city on the Mexican side. 
She drives one ofthe new fleet of power- 
ful Ford Expeditions, big enough to carry a 
dozen aliens jammed in the back. A .40-cal- 





Mrs Privette greets the dawn 


ibre Beretta pistol is on her belt, a radio mi- 
crophone on her shoulder; she carries a 
torch big enough to stun a small mammal. 
Among her tasks tonight, she walks up an 
arroyo to investigate a pair of abandoned 
tracksuit-bottoms hidden under a mes- 
quite bush; helps round up eight or nine 
illegal immigrants who have jammed 
themselves into a motel room (the motel se- 
curity officer and receptionist are also in- 
volved), and goes in search of another 30 or 
so who are said to be hiding in a trailer 
park. 

The trailer-park group does not 
materialise, but the motel-crashers are 
rounded up and detained. Mrs Privette fills 
out the detention forms, and enters names 
and fingerprints into the new computer 
that keeps track of everyone the Border Pa- 
trol has arrested. Between these duties, she 
is kept busy going to the water-cooler to get 
drinks for the prisoners, and—because she 
speaks fluent Spanish—listening to their 
complaints. 

The chief of the Border Patrol, Gustavo 
de la Vina, calls the Tucson-Nogales section 


UNITED STATES 


the “most problematic” part of the border. 

On June 3rd, a Border Patrol agent was shot 

dead near Nogales by a suspected drug traf- 

ficker; since then, there have been half a 

dozen other violent incidents. Most of the 

border activity used to be smuggling of peo- 
ple, which went on peacefully. Drug dealers 
play by different rules. “When I first got 
here you'd see some aliens on the street and 
you'd say, 'Hey, come here," says Mrs 

Privette. "And they'd come. Now they just 

run." Or open fire, she fails to say. When she 

began to work for the Border Patrol there 
were only two bullet-proof jackets in the of- 
fice: "Big white ones. Nobody wore them.” 

Now they are standard issue—together with 

infra-red scopes, night-vision binoculars 

and electronic motion sensors. And still the 
border-crossers keep coming, hundreds of 
them every night. 

The Border Patrol has seen a massive in- 
crease in funds and manpower in 
the past few years. Its budget has in- 
creased by 180% since 1993, to $3.8 
billion this year and a proposed $4.2 
billion next. By the end of the present 
fiscal year, September 30th, there 
will be 7,000 agents working the bor- 
der; 1,000 more are to be added each 
year over the next decade. That is 
more than twice the number who 
patrolled the border five years ago. 
In the Nogales-Tucson sector there 
are now more than 1,000 agents, up 
from 287 in 1994. 

These measures have brought 
some success. In July, in the Tucson 
sector alone, agents arrested 32,444 
illegal aliens, up from 23,363 in the 
same period a year ago. For the cur- 
rent fiscal year, arrest figures in Tuc- 
son alone are projected to total be- 

tween 350,000 and 380,000, a record. Yet 

for all those who are caught, at least as 
many—perhaps many times as many— 
make it safely across to new lives in the 

United States. 

One of the men arrested by Mrs Privette 
tries to explain that he has just such a 
dream. He is crying. He says he has five chil- 
dren across the border, and has a job lined 
up in Mississippi. If he could just get there, 
he'd be able to send back enough money for 
his wife and children to live. Mrs Privette 
listens with some sympathy: she does not 
blame the Mexicans for wanting a better 
life. But tonight her job is to enforce the law, 
and the man is sent away in a van with his 
companions. 

“Sometimes you feel you're doing your 
job and it's just not doing any good,” she 
says. "I do the best I can. But l'm not gonna 
get all worked up about what I can't do any- 
thing about." What she and her colleagues 
can never do anything about is the lure of 
the United States, as seen from Mexico. You 
might as well fight against gravity. 
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LEXINGTON 


Joe Lieberman, Brutus or Moses? 


T HE question is short, and for the Sunday morning viewers of 
NBC's “Meet the Press" absolutely to the point: “Do you be- 
lieve that Bill Clinton has the morality and integrity to be presi- 
dent of the United States?" Senator Joe Lieberman's answer is 
immediate: “I do. I've known Bill Clinton for a long time. I think 
he's a good person.” 

Can this be the same Joe Lieberman who three days earlier, 
on September 3rd, stood up in the Senate and told his colleagues 
that the president “by his disgraceful behaviour . .. has compro- 
mised his moral authority"? The same Joe Lieberman who 
feared “that the president has undercut the efforts of millions of 
American parents who are naturally trying to instil in our chil- 
dren the value of honesty"? Given 
Mr Lieberman's 28-year friend- 
ship with Mr Clinton, some cyn- 
ics will doubtless accuse the sena- 
tor—all protestations to the 
contrary—of playing Brutus to 
Clinton's Caesar. 

If the president has been mor- 
tally wounded by the Lewinsky 
saga, then the senator's speech was 
clearly one of the more decisive 
blows against him. Yet Mr 
Lieberman makes an unlikely 
Brutus, and in any case it is surely 
the president—through miscon- 
duct in the Oval Office and “mis- 
leading" statements to family, 
friends, colleagues, lawyers and 
even, it seems, grand jurors—who 
has betrayed the senator, not the 
other way round. 

In which case, it is hardly sur- 
prising that the junior Demo- 
cratic senator from Connecticut 
felt compelled to speak. After all, his political persona exudes 
integrity and strict moral values. He is the only Orthodox Jew in 
the Senate. So that he could observe the Sabbath, he famously 
sent a taped acceptance speech to the 1988 state convention that 
nominated him to run (and to win by a whisker) against the in- 
cumbent Republican, Lowell Weicker. If the Senate intrudes into 
the Sabbath by voting late on Friday, he will walk the four miles 
back to his Washington home in Georgetown. “To me, being 
Jewish", he once wrote in the New York Times, “means having 
help in answering life's most fundamental questions, such as, 
‘How did I come to this place? and ‘Now that I am here, how 
should I live? " 

Does it also mean lecturing to life's sinners like some latter- 
day Moses? Actually, no. Part of Mr Lieberman's popularity, on 
both sides of the political divide, is that when he preaches—for 
example, on the insidious evil of rap lyrics and trash rv—he does 
not rant. Instead, the voice, which has an actor's depth somehow 
at odds with the senator's short, trim frame, rolls out arguments 
of mesmerising reasonableness, all the more so in that they fol- 
low no strict party line. He was one of the first Democrats to 
support President Bush over the invasion of Kuwait; he opposed 
Mr Clinton's plans for health-care reform; he backs Republican 
ideas on school vouchers; he was an early, and isolated, Demo- 
cratic supporter of cuts in the capital-gains tax; he is currently 
working with two Republican senators, John Chafee and Arlen 
Specter, to fashion a compromise bill on the vexed issue of man- 
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aged health care. Among his political and personal friends are 
Dan Coats, the Republican senator from Indiana, and Connie 
Mack, the Republican senator from Florida. 

In other words, he stands for common sense and high values 
wherever they are to be found, and so you believe him when he 
says he spent his holidays agonising with his wife and family 
over whether and how and when to respond to the president's 
inadequate mea culpa of August 17th. He argues that a presi- 
dent's authority rests on popular confidence "in his motiva- 
tions, his agenda and ultimately his personal integrity," and you 
believe the senator when he adds: “I do not raise these concerns 
as self-righteous criticism ... We are all sinners. Many have be- 
trayed a loved one, and most have 
told lies ... We all fall short of the 
standards our best values set for 
us. Certainly I do.” 

Yet belief should not be blind. 
Perhaps Mr Lieberman's eclectic 
approach to politics is based on 
pragmatism as well as morality. 
Perhaps his aversion to the Clin- 
ton health plan was influenced by 
the insurance companies concen- 
trated in Connecticut; perhaps his 
activist line on defence and for- 
eign policy issues (he called for a 
“final victory” over Saddam Hus- 
sein, was a leading advocate of 
America’s intervention in Bosnia 
and strongly favoured the expan- 
sion of NATO) is influenced by the 
presence in his state of United 
Technologies and other defence 
contractors. 

Perhaps, perhaps. The answer 
to the doubters is that Mr 
Lieberman, like Mr Clinton, is a “New Democrat” (like Mr Clin- 
ton before him, he is chairman of the centrist Democratic Lead- 
ership Council), and the New Democrats believe that if politics 
is the art of the possible, its best form is surely to move beyond 
“the old left-right debate”. Hence the Clinton administration's 
initiatives on education, health and a balanced budget. As Mr 
Lieberman explained to his colleagues: “I was personally angry 
because President Clinton had by his disgraceful behaviour 
jeopardised his administration’s historic record of accomplish- 
ment, much of which grew out of the principles and pro- 
grammes that he and I and many others had worked on together 
in the New Democratic movement.” 

But in that case was it sensible for the senator to make his 
anger and disappointment so public? Possibly Mr Lieberman is 
right in arguing that the president can reclaim his moral author- 
ity. But what if he is wrong? What if that sobering and brilliant 
speech in the Senate has added an inexorable momentum to- 
wards impeachment or resignation? The consequence will 
surely be a weakened Democratic Party in which New Demo- 
crats will have little sway. Mr Lieberman says it was important to 
speak out because “it was as if we were in a family, with a family 
member who had a problem and nobody was talking about it. 
And as we all know from our own experience, the way to deal 
with a problem like that is to confront it and to talk about it and 
to try to repair the damage.” Maybe so. But most families do not 
have the rest of the world listening to every word. 
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The battle royal for Brazil's real 


SAO PAULO AND BUENOS AIRES 


Brazil's government, facing elections on October 4th, has bought more time 
forits currency—but maybe not much. Anxious Argentina holds its breath 


HE campaign has become a nail-biting 

affair. But the figures that officials and 
pundits pore over are not those of opinion 
polls. These show President Fernando Hen- 
rique Cardoso well on course for a second 
term. The worry has been over the amount 
of capital flooding out of the country. 

In the first three days of this month, $3.8 
billion fled Brazil. On Friday September 
4th, amid mounting panic, exacerbated by 
a devaluation in Colombia and a down- 
grading of Brazilian debt by the credit-rat- 
ers of Moody's, $2.9 billion followed. That 
lowered the official reserves to around $58 
billion—some 20% less than at the start of 
August. The real was at risk. 

So, with it, was Mr Cardoso's second 
term. Both his popular support and his gov- 
ernment programme are centred on the 
currency that, as finance minister, he in- 
vented four years ago. A strong real has 
helped cut roaring inflation to an annual 
rate of 4%, the lowest since the 1950s, and 
less in recent months. But it has also meant 
high interest rates and large deficits in the 
current account and the public finances. 
Many economists thought the real too high 
even before other currencies fell. 

Ten months ago, when Asia's 
troubles put the real under pressure, 
Mr Cardoso's team doubled interest 
rates to 43%, and announced an $18 
billion package of tax rises and 
spending cuts supposed to cut the 
budget deficit by 2.5% of GDP. That 
bought several months of calm, but 
chilled the economy, despite gradual 
cuts in interest rates. This time, the 
government is as determined as ever 
to avoid a devaluation, but it has less 
room for manoeuvre. It tried to turn 
the tide of capital flows last month 
by changing rules to allow short- 
term foreign investment in govern- 
ment paper. In vain. So in the eve- 
ning of September 4th it lifted 
interest rates again. The Central 
Bank suspended for a month its 
minimum lending rate, in practical 
effect raising the benchmark short- 
term rate from 19% to 29.75%. 


THE ECONOMIST SEPTEMBER 12TH 1998 


Alas, this attempt to plug one hole 
opens another. In June, to coax sceptical lo- 
cal moneymen into accepting a pre-elec- 
tion loosening of monetary policy, the Cen- 
tral Bank began to issue floating-rate real 
paper. This now accounts for over half of 
all real-denominated public debt—to be fi- 
nanced at the new, high interest rates. In 
one month that will cost the treasury an ex- 
tra 3 billion reais ($2.6 billion). So on Sep- 
tember 8th Pedro Malan, the finance min- 
ister, announced emergency cuts of 4 
billion reais in this year’s budget, with 
more to come in 1999. A decree will also 
oblige the government, by law, to post pre- 
interest-costs fiscal surpluses (5 billion 
reais for 1998, 8.7 billion for 1999). 

Will it all work? The markets’ first reac- 
tion was “not enough”. The Sao Paulo 
stockmarket stabilised on Tuesday, then— 
not alone in Latin America—fell 2.8% on 
Wednesday. Both days some $850m in dol- 
lars left Brazil. The interest-rate rise should 
slow the flight of capital. For a week or two, 
it had paid investors to borrow reais to con- 
vert into dollars and buy high-yielding Bra- 
zilian dollar bonds. Companies were like- 
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wise buying back their own dollar debts. 
No longer. The Central Bank is also issuing 
a new sort of real but dollar-linked debt. 
And it has reverted to what Brazilians call 
norma fone—decree by telephone: in plain 
Portuguese, browbeating banks not to be 
too helpful when their customers want to 
rush into dollars. But in today's climate of 
freedom this may not work as it used to. 

The crux of Mr Cardoso's problem, 
however, remains the budget deficit. And 
here the government faces a credibility def- 
icit too: it pushed through last November's 
tax increases, but not most of the promised 
spending cuts. Add higher interest pay- 
ments, mounting losses from the still unre- 
formed pension system, and the public-sec- 
tor borrowing requirement has climbed to 
7% of GDP, from 4.5% a year ago. 

One view is that the government is just 
delaying harsh spending cuts until after the 
election. The reality may be less comforting. 
In fact, toughness in defence of the real 
might win votes: polls show that part of Mr 
Cardoso's appeal is that he is more 
trusted than his main opponent, 
Luiz Inacio Lula da Silva, to ward off 
the world economic turmoil. In any 
event, Brazil looks headed for reces- 
sion in 1999. Mr Cardoso's trouble is 
that he cannot cut deeply even if he 
wants to: much official spending is 
still mandated by the constitution. 
He has got Congress to pass the con- 
stitutional amendment needed to 
reform the civil service—but not yet 
the laws to turn principle into prac- 
tice. Pension reform is not through 
even in principle. Mr Cardoso's fail- 
ures here have come home to roost. 

So now? Mr Malan has talked of 
bringing the deficit down to 3.596 of 
GDP in three years. But has Brazil 
that sort of time? If, as polls suggest, 
Mr Cardoso wins a first-round vic- 
tory on October 4th, he is expected to 
recall Congress swiftly, and try to 
push through the civil-service laws 
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to trim payrolls) and the pensions amend- 
ment. Even so, it will be a race against time. 
Officials will be watching the daily flow of 
the reserves anxiously for weeks to come. 


Argentina holds its breath 
-. Meanwhile, the people of Argentina, not 
~ Just its ministers or moneymen, have been 
. holding their breath about Brazil. If its real 
were to be sucked down, few experts believe 
that Argentina's peso, long tied one-to-one 
to the dollar, could hold that parity. And 
the ordinary Argentine is addicted to what 
he knows as “convertibility”. 

Argentina installed a currency board in 
1991, tying its austral (soon, minus four ze- 
ros, to become the peso) to the dollar. Sud- 
denly, a society once ravaged by hyper- 
inflation discovered price stability; infla- 
tion today is barely 1% a year. “Scrapping 
.. convertibility is unthinkable, it'd be disas- 
. trous," says Eduardo Vitullo, owner of a 
Buenos Aires gift shop. He remembers liter- 
ally running in his past days as a lawyer to 
spend his pay cheques before inflation, gal- 
loping at 1% a day or faster, could catch up 
with them. The loans and mortgages that 
later helped people like him set up in busi- 
ness were not available then, he recalls. 

: It was Domingo Cavallo, President Car- 

-.- les Menem's economy minister of 1991-96, 
who brought in convertibility. He can be 
blamed too—and was—when its rigidities 
< -drove unemployment up to 18% after the 
- Mexican currency crisis. But his slaying of 

inflation remains a legend (regilded this 
month when Russia's embattled govern- 
ment flew him to Moscow for advice). To 
Argentines, it is convertibilidad that holds 
their economy together. Not even the two- 
party opposition Alliance, critical as it is of 
unemployment, still around 13%, dares to 
-suggest printing money (the currency- 
board system forbids it) as a cure. The Alli- 
ance, formed in 1997, is eager for the presi- 
dency in 1999; it promises that this bit of 
. Mr Menem’s legacy will not be touched. 
. —.Xet now the peso-for-dollar parity that 
goes with the system is at risk. The peso has 
stood firm as Mexico's, Venezuela's and Co- 
lombia’s currencies have slumped. It could 
. withstand the influx of cheap Asian goods 
. —€ars, electronics and textiles—that are 
`` pouring in, despite the barriers of Merco- 
. sur, the South American trade grouping. 
_ True, there is pain: when Siderar, its largest 
Steel producer, had to stop work for a week 
in July, it blamed foreign dumping. But the 
peso has lived through pain before. A crash 
- of the real would be another matter. 

. Brazil buys one-third of Argentina’s ex- 
ports, and could swamp its home market. 
That alone would imply a huge rise in un- 
employment—or devaluation in Argentina 
.to match. Devalue? Out of the question, 
~- Says Miguel Kiguel, under-secretary at the 
economy ministry, echoing Mr Menem, 
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(which would allow all tiers of government 


























































who on September 1st promised a “freeze” 
on public spending, and pointed to Argen- 
tina's hefty $30 billion (his figure) of re- 
serves. Officials point too to bank deposits, 
which, both in pesos and dollars, have con- 
tinued to rise, whereas $8 billion flooded 
out after the Mexican crisis of 1995. 

But the trade effects would not be alone. 
If the real went, the peso would be next un- 
der fire. Dollars would pour out, as in 1995. 
Thanks to the monetary system, liquidity 
would shrink, and output and jobs with it, 
again as in 1995. Yet the parity survived 
then, why not now? Because this time Ar- 
gentina would see not only a monetary 
squeeze, but a currency undercut by that of 
its main (and Mercosur) trade partner. Al- 
ready 1998 growth is foreseen halved from 
1997’s (undue) 8.6%. Even that would be be- 
yond reach after a real devaluation, and 
1999 would bring recession—or slump, if 
Argentina went on trying to hold its parity. 
As they hold their breath, men like Mr Vit- 
ullo should cross their fingers too. 





Argentina 


Arms and the men 


BUENOS AIRES 


UST who knew what about Argentina’s 

illegal arms exports? A sale of rifles to Ec- 

uador in 1995, while that country was at 
war with Peru, cost President Carlos Me- 
nem his then defence minister, Oscar Ca- 
milion, a year later. Now his labour minis- 
ter, Erman Gonzalez, defence minister in 
1991-93, has been named by a judge investi- 
gating an earlier sale to UN-embargoed Cro- 
atia. Thirteen other government and mili- 
tary officials are to be investigated; even the 
respected foreign minister, Guido Di Tella, 
has had his name dragged in. 

The story may involve worse than ille- 
gal exports. The judge is also looking into a 
1995 helicopter crash that killed—among 
others—two of the officials involved. Nine 
more died in a mysterious explosion at an 
arms factory. Two potential witnesses have 
























month in a fishy-looking suicide. 

Mr Gonzalez is clinging tenaciously to 
his post, aided by a memo leaked to Clarin, 
a Buenos Aires daily, that showed Peru had 
tipped off Argentina's foreign ministry 
about the shipment to Ecuador just before 
it happened, asking for it to be stopped. We 
passed this on, says Mr Di Tella, but the 
armed forces -poohed it. Not us, har- 
rumphed one general publicly this week. — 
The army commander, General Martin Bal- 
za, last month told Congress his force had 
nothing to do with the shipments. 

The infighting has set the tone for what 
promises to be an acrimonious last year of 
Mr Menem’s presidency. Decrees authoris- 
ing the shipments—in theory, to legitimate 
buyers—were signed not just by ministers 
but by Mr Menem himself. He says he was: 
duped. Really? “The president just signsa — 
decree without knowing anything about 
it?” snorts one critic. “When you consider 
the Croatian weaponry [6,500 tonnes of it] 
was supposedly going to Panama, which 
doesn’t even have an army . ..” Ecuador's ri- 
fles were labelled for "Venezuela". 

The arms affair is not alone. Judges are 
showing a hitherto unsuspected indepen- 
dence and efficiency in several cases in- 
volving senior officials. Their motives vary. 
Some may (with reason) fear for their own 
necks if the opposition Alliance wins next 
year’s presidential election, as it well may. 
Others—such as Adolfo Bagnasco, in charge 
ofa bribery case that involves 18m and, per- 
haps, several ministers—may be preparing 
their own entry into politics. 

Yet, in power, would the Alliance really 
pursue past corruption? The younger, left- 
leaning Frepaso party might relish the 
chance to knife Mr Menem’s Justicialist 
Party; its partner, the Radical Civic Union, 
is on better terms--and, having held the 
presidency from 1983 t01989, has skeletons 
enough of its own in the cupboard to make 
it uneasy with any wide-ranging investiga- 
tion of the past. Maybe it could be per- 
suaded: the next government will face 
short-term economic problems, and long- 
term social ones, that could make any di- 
version welcome. But, after decades of “im- 
punity”, few Argentines expect to see high- 
ranking miscreants brought to book. 












Ecuador — 
Prison fare 


QUITO 


C INCE August 10th, when Ecuador's new — 
J constitution took effect, its prisonshave 





been in turmoil. Inmates held for months 


without trial in squalid conditions have re- 
sorted to hunger strikes, sewn up their 
mouths, even crucified themselves to draw 
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attention to their plight. 

The new constitution promised 
that all prisoners held without trial 
for more than a year were to be set 
free immediately. Thereafter, the 
maximum would be six months. At 
the end of July, 2,012 prisoners, 2256 
of the total, were held awaiting trial. 
Over half had been in prison for 
more than a year. 

How could that happen? Judges 
are quick to issue arrest warrants on 
simple suspicion. "By law, this 
should be the exception; it has be- 
come the rule," admits Ramiro Agui- 
lar, a law professor at a Quito univer- 
sity who has just been appointed 
head of prisons. And, facing a crime 
wave, the public is not much both- 
ered. Once in jail, over 60% of in- 
mates, having little money, have no 
lawyer. People accused of minor 
crimes are thrown together with oth- 
ers convicted of drug trafficking or 
rape. And in awful conditions. A human- 
rights activist, Alexis Ponce, says that nine 
prisons in ten lack basics needed for health. 
The first cause of death in the main prison 
of Guayaquil, Ecuador's second city, is tu- 
berculosis. Whole families may live in a sin- 
gle cell; the country's jails are home to 440 
children aged under seven. 

What could be done? Minor offences 
could be decriminalised, the number of 
judges increased and hearings speeded by a 
switch from written to oral pleas. But the 
first need is a change of attitude by corrupt 
and negligent judges, says a lawyer, Raul 
Moscoso. Judges should not be influenced 
by society's fears into ordering arrests—and 
the press could help by not treating a crime 
as a scandal or passing judgment before the 
courts do so, argues Mr Aguilar. 

"The prisons are not rehabilitation cen- 
tres," admits Ana Lucia Armijos, freshly ap- 
pointed interior minister in the month-old 
government of Jamil Mahuad. Studies of 
crime prevention, and of the rehabilitation 
of prisoners and their reintroduction to so- 
ciety, are in train, she says. So are the mod- 
ernisation of prisons and the building of 
new ones in Quito and Guayaquil. 

Government funds are available now to 
improve prison sanitation and food, says 
Mr Aguilar. In the medium term, the an- 
swer is training and a campaign against 
corruption among prison administrators 
and guards—and, for inmates, individual 
assessments, education and employment 
training. Aid money from abroad is avail- 
able to provide defence lawyers, with back- 
ing from non-government organisations 
already working with prisoners. 

A few prisoners have been freed under 
the reformed constitution. Protest is slack- 
ening. Yet, for all that, and for all these com- 
mitments from a new government putting 
anti-corruption measures and social in- 
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On hunger strike | 





vestment high on its agenda, many doubt 
there will be real change. The past four 
years have brought damning reports on Ec- 
uadors judicial system and its prisons 
from Amnesty International, the Organisa- 
tion of American States and others. Yet they 
have not turned things round, says Mr 
Ponce. “I want to lay the foundations," says 
Mr Aguilar. And the completed building? 





Guatemala 


Baloodunnit? 


HE body of the bishop is to be dug up 

and checked for dog bites and bloody 
paw prints. So a Guatemalan judge ordered 
this week. It was another twist in a grisly 
tale that involves the bishop, a priest and 
his dog, a cook, an evangelical-Protestant 
general, the general's brother (another 
bishop) and 200,000 victims. 

The victims were mostly ordinary citi- 
zens killed during Guatemala's 36 years of 
civil war, which ended in December 1996. 
Aiming to heal wounds, Bishop Juan Jose 
Gerardi, a respected campaigner who led 
the Catholic church's local human-rights 
office, set out to establish how the dead 
died. On April 24th this year, he produced 
a 1,500-page report, "Guatemala: Never 
Again”. The report blamed the army for 
80% of the 150,000 deaths and 50,000 dis- 
appearances during the war. Two days later 
the 75-year-old bishop was found blud- 
geoned to death with a concrete block. 

Bludgeoned by whom? Human-rights 
activists were swift to accuse the right-wing 
death-squads of the recent past—and, 
many Guatemalans suspect, the present 
too—which, with the army, had been ex- 
posed in Bishop Gerardi’s report. 


But on July 22nd police arrested the as- 
sistant parish priest, who had found the 
bishop’s body in the garage of the house 
where they both lived. Along with the Rev 
Mario Orantes, they also arrested the house 
cook. Since then evidence—of a sort— 
against the priest has mounted: police 
point to credit-card debts, his delay in re- 
porting the body and, crucially, his 11-year- 
old German shepherd dog, Baloo. Spanish 
forensic experts reckon that photographs of 
the corpse show a bloody paw-print and 
dog bites on it. 

A fanciful attempt to distract attention 
from the real killer or killers? Maybe not, 
church officials admitted, demanding that 
the corpse of the bishop be exhumed so that 
the bite marks—if any, and if still visible— 
could be checked against the dog's teeth. 
Baloo, like most dogs, obeys orders only 
from his master, the priest, who was taken 
to hospital last month and is said to be sui- 
cidal. And the motive? The police appear to 
believe that the priest was surprised in a ho- 
mosexual act—an activity that earns a con- 
siderable stigma in Guatemala—by the 
bishop, and, panic-stricken, killed him. 

Humph. If there is any solid evidence 
against the priest—or his dog—or about his 
sexual behaviour on the night of the mur- 
der, it is yet to be revealed. A sceptical pub- 
lic, while happy to gossip about them, is not 
content with the titbits fed to the media.On 
September 2nd, some 3,000 people gath- 
ered outside the cathedral in Guatemala 
city to complain at the slow pace of investi- 
gation. So the corpse is to be exhumed be- 
fore (it is hoped) any evidence it might carry 
is lost through decomposition. 

After the dog, enter the politicians? The 
campaign for next year's presidential and 
congressional elections has already begun, 
and the main opposition party, the Guate- 
malan Republican Front (FRG), is pushing 
hard on issues of personal security and law 
and order; kidnappings and what look like 
death-squad killings abound in Guatema- 
la. The FRG may be tempted to use the case 
of the bishop as evidence of the govern- 
ment's inability to stop them. Or it may not. 
The party’s chief backer is the now-retired 
General Efrain Rios Montt, ruler of the 
country in the early 1980s—a period when 
thousands of left-wingers, real or suspected, 
including Catholic priests, were murdered. 
Bishop Gerardi, then a campaigner for the 
country’s many indigenous people, re- 
ceived death threats and had to flee into ex- 
ile. And the evangelical-Protestant general 
has his own brother to contend with—a 
Catholic bishop who got a new job in May 
as, yes, head of the church’s human-rights 
office. He has vowed to pick up where 
Bishop Gerardi left off. Maybe he should 
buy a loyal, sharp-toothed guard-dog first. 

Not Baloo, of course: he was arrested 
along with his master. 
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Iran's war on fundamentalism 


TEHRAN 


Iran's president is challenging Islamist militants at home, but there are no 
easy answers to the conflict with the Afghans next door 


IRST his own, then Afghanistan's: ever 

since he became Iran's president a year 
ago, Muhammad Khatami has had to con- 
tend with Islamic extremists. Now, in two 
unlinked events, he has declared open war 
on Islamist vigilante groups at home and is 
halfthreatening the Taliban militants 
across the border. But while he has a fair 
chance of undermining his domes- 
tic fundamentalists, a military inter- 
vention in Afghanistan could be di- 
sastrous for Iran. 

Iranians argue that were they to 
strike at Afghanistan, as the Ameri- 
cans did, at suspected terrorist 
camps there last month, they would 
have a better right than America had 
to claim self-defence. Ten Iranian 
diplomats and a journalist were cap- 
tured by Taliban forces last month; 
they may still be held hostage or, 
more probably, they may have been 
killed. Dozens of other Iranians, 
mainly truck drivers, are impris- 
oned in Afghanistan, accused of car- 
rying weapons to the Afghan govern- 
ment forces that Iran supports in 
their losing battle with the Taliban. 

Iran argues that its national secu- 
rity is threatened by the Taliban. The 
movement, it argues, is serving the 
interests of America, Pakistan and 
Saudi Arabia by curtailing the con- 
siderable influence that Iran once 
commanded in Afghanistan. Fol- 
lowing this line of reasoning, and ig- 
noring last month’s missile strike, 
Iran’s state radio proclaims that 
“America has practically entered a proxy 
war with the Afghan people” and is respon- 
sible for “all the genocide” taking place 
there. Above all, Shia Muslim Iranians ab- 
hor the “rigid-minded and retrograde" 
Sunni Muslim Taliban, and fear an ethnic- 
cleansing campaign against the Shia mi- 
nority in Afghanistan—which would 
prompt a new influx of refugees into Iran, 
to add to the 1.5m already there. 

Under pressure to get the diplomats re- 
leased, the Iranian government has issued 
thinly veiled threats of military action. 
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Iran's holy warriors marching as to war 


Backing this up, tens of thousands of army 
and Revolutionary Guard troops have been 
deployed along the Afghan border in Kho- 
rasan province. Mr Khatami has said 
mildly that he hopes *we will not be forced 
to resort to non-diplomatic methods." Less 
mildly, Qods, a newspaper run by a power- 
ful group in Khorasan, has called on the 





government to set up a militia of Afghan 
refugees at the frontier to fight the Taliban. 

But Iran is acutely aware that it is not a 
superpower: it cannot get away with an at- 
tack as easily as the Americans did with 
their missile strike. Various politicians 
have tried to cool the excitement. "Afghani- 
stan is a quagmire, as the Soviets experi- 
enced it," said Kamal Kharrazi, Iran's for- 
eign minister. “We are trying to resolve this 
problem with prudence, and in a calcu- 
lated way," added Ali Akbar Hashemi Raf- 
sanjani, a former president and still a pow- 


erful voice in Iran. 

On September 4th, the Iranian govern- 
ment gave the Taliban a week to say what 
has happened to the missing diplomats. 
But it is notat all clear what it will do when 
the deadline passes. Iran's fear is that the 
dispute will continue indefinitely, possibly 
as an extremely tense stand-off. 

The aversion that Iranians feel for the 
Taliban’s interpretation of Islam may have 
something to do with their experience of Is- 
lamist repression at home. One of the most 
humiliating aspects of life in the Islamic re- 
public has been the intrusion of Islamist 
vigilantes. Claiming to be guardians of the 
1979 Islamic revolution, the vigilantes 
wage a constant and violent campaign to 
eradicate all signs of “decadent” western 
culture. They harass unmarried couples, at- 
tack cinemas showing films they 
deem unlIslamic and beat up those 
who disagree with them. 

The vigilantes have become even 
more aggressive this past year, as 
they try to reverse Mr Khatami's re- 
form programme. They ransack lib- 
eral newspapers. They break up 
street demonstrations. And recently 
they have been disrupting sermons 
by liberal-minded clerics. Until now, 
they have got away with it. The con- 
servative authorities have either 
looked the other way or cheered 
them on. Mr Khatami, trying to 
avoid open conflict with his politi- 
cal opponents, has not dared to do 
much, except call gently for an end to 
violence. That has further embold- 
ened the extremists. 

Last week, they assaulted two 
leading moderates, close to Mr Kha- 
tami, who were attending Friday 
prayers at Tehran University. Ata- 
ollah Mohajerani, the culture minis- 
terand government spokesman, had 
his finger hurt; Vice-President Ab- 
dollah Nouri was kicked and had his 
turban knocked off. The president, 
enraged at last, ordered a crackdown 
on the vigilantes, saying: "We cannot toler- 
ate the propagation of violence, whoever it 
comes from. The authorities must not 
dither or show mercy." Coming out in sup- 
port of the president, Iran's spiritual leader, 
Ayatollah Ali Khamenei, ordered the po- 
lice, who are under his command, to arrest 
the culprits. By going too far, the vigilantes 
may have destroyed themselves. The Tal- 
iban, in seizing Iran's diplomats, may have 
also gone too far. But, here, Iran's options 
are fewer. 
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The Palestinian economy 


Keeping people in their place 


GAZA 


The Likud government is readier than Labour was to allow Palestinians to 
work in Israel, but there is calculation in its generosity 


URPRISINGLY, the Palestinian econ- 

omy is looking a little less sickly than it 
was. Last year, according to the UN, the 
number of new companies registered was 
15% up on 1996. Bank loans to private busi- 
nesses increased by nearly 60%. Unemploy- 
ment dropped from 24% to 21%. Good 
news? Yes, but only up to a point: 1996, af- 
ter all, was an economic catastrophe. 

After a string of suicide attacks on Is- 
raeli cities early that year, Israel's Labour 
government imposed a 140-day blockade 
on the West Bank and Gaza, plus 27 days of 
“internal closure” (stopping movement be- 
tween towns and villages inside the West 
Bank). The economy was pitched into free- 
fall. At the height of the closures, unemploy- 
ment soared to over 50% and nearly one- 
third of new businesses went under. 

Had the economy been fit, it might have 
been able to absorb the punishment. It was 
not. Since the Oslo accords were signed in 
September 1993, GNP per Palestinian has 
declined by 35%. Private investment is now 
a quarter of what it was in 1993. The money 
that foreigners contributed to give Palestin- 
ians a sense of prosperity has gone into 
emergency schemes to save them from 
starving. Yasser Arafat's Palestinian Author- 
ity is partly responsible: it has still not man- 
aged to establish a regulatory framework 
for private investment. But the main cause 
of trouble has been Israel’s closure policies, 
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Yes, you can come to work if that’s all you are doing 


which segregate Gaza and the West Bank 
both from Israel and from each other. 

Since 1993, Palestinian workers and 
businessmen have had to navigate a maze- 
like permit system. The effect on the Pal- 
estinian labour market has been awful. In 
1992, about 120,000 Palestinians from the 
occupied territories worked in Israel on a 
regular basis. By 1997, the figure had 
slumped to 38,000. But Israel’s Likud gov- 
ernment, which took office in 1996, has a 
more relaxed attitude than its predecessor 
to Palestinian labour. In the first quarter of 
1998, the number of Palestinians legally 
working in Israel climbed to 45,000. More 
important, the number of “unpermitted” 
workers (all from the West Bank) was at 
least as high again. Israel has also recently 
allowed Palestinian workers to move freely 
between employers inside Israel, and has 
issued an extra 15,000 permits to Palestin- 
ian businessmen. 

Binyamin Netanyahu has never been a 
fan of closure as a policy (though he has oc- 
casionally wielded it as a punishment). Asa 
security measure, it is seen to be of little use. 
Moreover, Labour's closure policies were 
based on Israel's pre-1967 borders, and Mr 
Netanyahu wants these borders erased, not 
reinforced. Even more important, Mr Net- 
anyahu believes that if the Palestinians can 
achieve an individual sense of economic 
well-being, their collective, nationalist as- 

















below sea level 


JERICHO 


HEN Turkey, in deference to Is- 

lamist censoriousness, closed 
its casinos, Israeli high-rollers, not al- 
lowed to gamble at home, were bereft. 
No longer. From September 15th, they 
will be able to pop down to Jericho, a 
dusty little Palestinian town on the 
border with Jordan, and lose all the 
money they want at blackjack or rou- 
lette or 200 slot machines. 

Palestinian and Austrian compa- 
nies are investing heavily in Oasis, a 
sprawling tourist complex below sea- 
level in the desert. The casino will be 
followed by hotels, shops and a golf 
course. It can't fail, say the Palestinian 
investors. Although Israelis seldom 
dare venture into the Palestinian self- 
rule areas, Jericho is a sleepy, unfright- 
ening sort of place—and an Israeli out- 
post is only 200 metres away from the 
glass-and-concrete complex. 

Yet the secrecy that surrounds the 
site shows its political sensitivity. The 
Palestinian Authority is cagey. Pal- 
estinian croupiers have been trained 
behind drawn curtains. Questions 
tend to be directed to Khaled Sallam, 
the owner of the company that is 
putting the most Palestinian money 
into the project. His company has, in 
the past, been in trouble for its lack of 
transparency. But he is Yasser Arafat's 
right-hand man on financial matters. 

So far, the casino has not met 
much resistance from Muslim leaders, 
though, when asked, they say they are 
against it. It helps that the casino is not 
to be open to locals; the Austrian in- 
vestor, Casinos Austria, has said that it 
will try to attract “non-Palestine pass- 
port-holders". How will this affect 
West Bankers who hold Jordanian 
passports? No doubt money and sta- 
tus will be the entry ticket. 

Locals who have neither may not 
be allowed to play in the casino, but 
they will be encouraged to work there. 
The building contractor is already 
paying workers, many from the big ref- 
ugee camp which lies uncomfortably 
close to the casino, almost twice the 
$15 a day they would make anywhere 
else in the West Bank. Once the com- 
plex is fully open next summer, it is ex- 
pected to provide over 1,150 well-paid 
Palestinian jobs. One young engineer 
says he has been offered $1,700 a 
month to run a hotel's cooling system. 
He has yet to tell his religious and un- 
ambitious father. 
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pirations will begin to decline. 

This last is crucial to the Likud. Al- 
though its attitude to Palestinians working 
in Israel is flexible, it is as strict as its Labour 
predecessor in preventing the emergence of 
an independent Palestinian economy. 
Most Palestinian trade is with Israel or goes 
through Israeli border checks and ports to 
the outside world. It would be less vulner- 
able if the Palestinian Authority had its 
own airport and harbour plus a “safe pas- 
sage” linking Gaza with the West Bank. But 
talks on these matters have got nowhere. 

The lack of a safe passage is particularly 
damaging, breaking the provision in the 
Oslo agreement that says the West Bank 
and Gaza should be viewed “as a single ter- 
ritorial unit”. In fact, it is easier for Palestin- 
ians from Gaza to work in Tel Aviv than it is 
for them to shop in Ramallah or study at 
West Bank universities. The forced separa- 
tion is starting to create distinct Palestinian 
economies, linked ever more closely to Is- 
rael rather than to each other. Before 1993, 
about half the goods produced in Gaza 
were marketed in the West Bank; by 1996, 
this had shrunk to 2%. 

Politically, these economic arrange- 
ments augur a future of Palestinian cantons 
dependent on Israel rather than an inde- 
pendent, territorially integrated Palestine. 
Is this the permanent settlement Mr Netan- 
yahu intends? Most Palestinians believe it 
is. "Let's be honest, had Gaza been in apart- 
heid South Africa it would have been called 
a homeland,” says Azmi Bishara, a Palestin- 
ian member of Israel's parliament. 





Jordan 


Censored 


AMMAN 


qe late, a few Jordanians are trying to 
prevent the implementation ofa savage 
new press law passed by their parliament 
last month. On September 8th, the journal- 
ists’ union held a meeting to talk about 
counter-attacking. But at least one editor 
has already said he will have to shut down 
his newspaper since he cannot meet the 
new law's capital requirements. And much 
worse, all agree, is in store. 

The new law prohibits publication of 
any item deemed insulting to the king or 
royal family, or any of Jordan's religious 
groups, or any heads of "Arab, Islamic or 
friendly states". A whole range of offences— 
from shaking confidence in the national 
currency to instigating strikes, sit-ins or 
public gatherings—can now lead to fines of 
up to 10,000 dinars ($14,000) and immedi- 
ate suspension of the publication. 

Vague prohibitions against sowing dis- 
sension, disrupting ties with other coun- 
tries or corrupting public morals could be 
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Poverty consumed, 


P RIVATE opulence amid public squa- 
lor was how John Kenneth Galbraith, 
an influential economist, described the 
conspicuous consumption of Americans 
40 years ago. Today, the contrast is even 
sharper, though between nations rather 
than people. Mr Galbraith's latest reflec- 
tions on the continuing problems of af- 
fluence are part of the UN Development 
Programme's 1998 "Human Develop- 
ment Report", released this week with 
consumption as its main theme. 

Unsurprisingly, it isa tale ofgluttony. 
The world's richest fifth consume 86% of 
its goods and services, over half its energy 
and nearly half its meat and fish. Con- 
sumption in the poorest countries, 
meanwhile, is too low to meet even the 
most basic needs of 1 billion people. 
Americans spend $8 billion a year on 
cosmetics, and Europeans $50 billion on 
cigarettes, yet the world cannot find the 
$9 billion the uN reckons is needed to 
give all people access to clean drinking 
water and sanitation. 

A shaming lack of balance, but take 
heart. Richard Jolly, the report's chief au- 
thor, believes the surge in private con- 








stretched to cover almost any article worth 
reading. By one clause or another, all criti- 
cal discussion of the main issues facing the 
country, such as the peace process with Is- 
rael or the position of Islam in society, is in 
effect outlawed. 

Yet the government claims that nothing 
in the law threatens freedom of expression. 
The previous government, which drew up 
the law, had wanted something even 
stricter. After much protest, parliament 
toned it down a bit. But the version that it 
passed, and that Jordan's reputedly liberal- 
minded crown prince has signed, remains 
remarkably totalitarian for a reasonably 
tolerant regime like Jordan's. 

Never mind, says the new government, 
we will apply the law with lenience. Per- 
haps, but will this result in the government 
letting off its trumpet-blowers while crack- 
ing down on its critics? The government al- 
ready owns a majority share in Jordan's 
most widely circulated paper, Al Ra'i, and a 
25% stake in its main rival, Al Dustur. Most 
domestic reporting is dry, and criticism of 
the regime muted. The exception is the 
muck-raking tabloid press, which seems to 
have angered King Hussein with its viru- 
lent opposition to peace with Israel. The to- 
tal tabloid circulation is no more than 
40,000 copies a day. Yet, to silence the tab- 
loids, the king and his men seem prepared 
to muzzle the entire press. 
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sumption this century—it has shot up 16- 
fold since 1900, and doubled since 
1972—represents "an unprecedented 
improvement of humanity". Even in In- 
dia, where some four-fifths of the popu- 
lation still live in the countryside and 
where Gandhian suspicion of consum- 
erism runs high, the rising tide is im- 
proving lives. Of India's 90m poorest 
households (most of them below the offi- 
cial poverty line), half now own watches, 
over a third have radios and even more 
own bicycles. 
Mr Jolly has no time for “discred- 
ited" theories that urge limits on growth 
by calling for cuts in the consumption of 
such non-renewable resources as oil. He 
does, however, argue that countries, rich 
and poor, must be much more careful 
about how they consume, so that they 
limit the damage to renewable resources. 
He points out that air and water pollu- 
tion chiefly hurts the poor, both in the 
slums of poor countries and the urban 
ghettos of rich ones. But he insists that _ 
“an abundance of consumption is no | 
crime. We need more of it—but more sen- 
sibly and more equally." 


Senegal 


Unhappy soldiers 


DAKAR 


LMOST alone in West Africa, Senegal, a 
democratic jewel in the crown of 
France's former African possessions, has 
never been taken over by its soldiers. It held 
an election last May which observers called 
the fairest ever. Yet its democracy may now 
be under threat. Last week, parliament 
passed a law allowing Abdou Diouf, presi- 
dent since 1981, to become president-for- 
life. Worse, the government is sorely testing 
the loyalty of Senegal's soldiers, sent to fight 
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an unpopular war for a neighbour. 

In June, Senegal, together with Guinea, 
sent thousands of troops into the dense 
jungles of Guinea-Bissau to help President 
Joao Bernardo “Nino” Vieira put down 
what looked like a minor rebellion led by 
his former army chief, Ansumane Mane. It 
turned out to be not so minor. Casualties 
are believed to have been high among the 
Senegalese troops. Most of Guinea-Bissau's 
people are said to support the rebels, so the 
Senegalese are seen as occupiers propping 
up an unliked regime. 

In late July, Guinea-Bissau’ govern- 
ment and rebels met under the auspices of 
the Community of Portuguese-Speaking 
Countries (CPLP), and last month they 
agreed to end the fighting. But the Senega- 
lese, say observers, may be making a negoti- 
ated settlement difficult—and are using the 
ceasefire to strengthen their military posi- 
tions. Senegal insists that ECOWAS, the Eco- 
nomic Community of West African States, 
is better suited than the cPL» to lead negoti- 
ations, and wants a regional peacekeeping 
force to take over. The problem is that two 
of ECOWAS’s members, Senegal and 
Guinea, are already engaged in the war. 

The war apart, Mr Diouf has plenty of 
troubles. A local conflict is simmering in 


the east, near the border with Mali. Drought 
has led to a severe shortage of food in the 
interior. A scarcity of fish, Senegal’s main 
export, is having dire results. The cities have 
been hit by a rash of country-wide strikes. 
Lower ranks in the army are grumbling, 
ominously, about their pay. 

According to Portuguese sources, Sene- 
gal was pushed to go to the help of Mr Viei- 
ra by France (Guinea-Bissau, a former Por- 
tuguese colony, now uses the regional 
currency, pegged to the French franc). But, 
pushed or not, Senegal has good reason to 
fear the rebels taking over Guinea-Bissau. 
They are sympathetic to Senegal's own 
rebels in Casamance, a region that borders 
Guinea-Bissau and, until 1888, was part of 
it. The people on both sides of the border 
are of the same ethnic origin. 

The war has further blurred the border. 
“The two conflicts are really one,” says the 
Senegalese government's spokesman, ex- 
plaining why its army is in no hurry to 
leave Guinea-Bissau. General Mane's sol- 
diers are said to have joined the rebels in 
Casamance, and restarted the separatist 
war there. Last week, fighting near the town 
of Sedihou left over 60 rebels dead. It all 
adds up to signs of instability, even to whis- 
pers of a coup d'état. 





Africa 


Summiteers at sixes and sevens 


VICTORIA FALLS 


Talks about Congo’s war, and the war itself, will drag painfully on 


HEN seven African presidents met 
at Victoria Falls, on the border be- 
tween Zimbabwe and Zambia, on Septem- 
ber 7th and 8th, they thought they could set- 
tle the five-week-old war in Congo. But a 
deal eluded them. Rwanda, Uganda, Zim- 
babwe, Angola and Namibia all have 
troops in Congo, sucked in by the vacuum 
at the core of that vast state, and there is no 
doubting their desire to escape. The war has 
cost the lives of their soldiers and gold from 
their meagre coffers. But like men in a bog, 
the more they struggle, the deeper they sink. 
After hours of argument and threatened 
walk-outs, all the presidents could do was 
call for “an immediate cessation of hostil- 
ities” (as they had already agreed the week 
before), and announce that their defence 
ministers would work out the details of a 
ceasefire at a meeting in Addis Ababa start- 
ing on September 10th. In truth, they left 
the summit more divided and mistrustful 
of one another than when they arrived. 
They did not, it seems, get near to dis- 
cussing the essence of the problem: a huge 
ungoverned Congo that provides a haven 
for its neighbours’ rebels. In particular, 
Rwanda's Tutsi-dominated government 
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suspects that those who carried out Rwan- 
da's genocide in 1994 are regrouping in 
eastern Congo, helped by Congo's Presi- 
dent Laurent Kabila. This is why Rwanda 
helped launch à rebellion against Mr Kab- 
ila last month and why the mixed force of 
Rwandan and Congolese Tutsis in eastern 
Congo will fight to the death to stay there. 
Mr Kabila and his allies, the presidents 
of Zimbabwe, Angola and Namibia, see 
this as adventurism and accuse Rwanda 
and Uganda of trying to create a Tutsi em- 
pire in eastern Congo. They came to Vic- 
toria Falls believing that their victory in 
western Congo gave them the cards they 
needed. Angolan and Zimbabwean troops 
and aircraft stopped the 6,000-strong rebel 
force at the gates of the capital, Kinshasa, in 
late August. They claim to have captured or 
surrounded hundreds of Ugandan and 
Rwandan soldiers, who may now be used 
to force their governments to pull out. 
Citing statements committing the 
Southern African Development Commu- 
nity and the Organisation of African Unity 
(OAU) to protect members from military 
coups and invasions, Zimbabwe, Angola 
and Namibia claimed right on their side. 





The rebels they wouldn't speak to 


Mr Kabila had asked for help against an in- 
vasion by Rwanda and Uganda and they 
had given it. They have other motives too. 
Zimbabwe's Robert Mugabe wants to be the 
regional boss, and Zimbabwean businesses 
have investments in Congo. Angola's Jose 
Eduardo dos Santos welcomes the chance 
of occupying the Congolese corridor that 
separates his country's Cabinda enclave 
from the rest of Angola—and of getting at 
UNITA rebels lurking in western Congo. 

But if Mr Kabila's allies thought Ugan- 
da's Yoweri Museveni and Rwanda's Pas- 
teur Bizimungu were prepared to beg for 
terms, they were wrong. Rwanda denied 
having any troops in Congo at all. Uganda 
admitted only to 51 "intelligence agents" 
with the rebels in the west, and to two bat- 
talions in the east to protect Uganda's bor- 
ders from the Sudanese-backed Ugandan 
rebels based there—which, Mr Museveni 
said, Mr Kabila had agreed to. 

Both Mr Museveni and Mr Bizimungu 
said that peace could be achieved only by 
Mr Kabila talking to the rebels, a delegation 
of whom had arrived at the hotel where the 
meeting was taking place. But if the rebels 
entered the room, said Mr dos Santos, he 
would leave. After much acrimony, the 
presidents agreed to send the meeting's 
chairman, Zambia's Frederick Chiluba, 
and Salim Salim, the OAU's secretary-gen- 
eral, to hear the rebels’ views and report 
back. The rebels meanwhile had been 
locked in a room by Zimbabwean security 
guards. After much persuasion, they agreed 
to meet the delegation but, by September 
8th, their patience had snapped and they 
went home, saying that they wanted a 
ceasefire but would agree to one only if they 
could negotiate directly with Mr Kabila. 

The meeting fell apart. The presidents 
dared not even announce a ceasefire, for 
fear it would be broken by the rebels. So 
they passed the problem they could not 
solve to their defence ministers. The rebels 
have not been invited to Addis Ababa. 
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Without doubt, there are vehicles whose computing power is comparable 
to that of the BMW 7 Series. 
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Russia shipwrecked 


MOSCOW 


Although Russia is now likely to get a new government, this one led by Yevgeny 
Primakov, the country’s tribulations are far from over 


HEN the ship is on the rocks, it is sel- 
dom the moment for an argument. 
On the ss Russia, however, Captain Boris 
Yeltsin and his rebellious crew have wasted 
valuable salvage time haggling about who 
should be the next chief engineer. The pas- 
sengers, meanwhile, are glumly watching 
the water rise, noting the lack of lifeboats. 
The financial weather still looks fearful. 
But at least the political mutiny seemed set 
to calm down when, on September 10th, 
Mr Yeltsin conceded that he would not be 
able to persuade the Duma, Russia's recalci- 
trant lower house of parliament, to ratify 
the appointment of his former prime min- 
ister, Viktor Chernomyrdin. Instead, Mr 
Chernomyrdin withdrew, declaring 
grandly that “Russia has had enough up- 
heavals this century”, thereby opening the 
way for Mr Yeltsin to nominate his acting 
foreign minister, Yevgeny Primakov. The 
Communists said they would accept his 
nomination. This should bring some po- 
litical peace—at least for now. 
Mr Primakov is a wily old apparatchik, 
who has served loyally under every Russian 
leader since Leonid Brezhnev. Formerly the 
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head of the country’s spy service, he took 
over as foreign minister in 1996. Under 
what is known as the “Primakov doctrine”, 
Russian diplomacy has become more 
prickly and uncooperative, even reckless. 

Some of the sharpest clashes have taken 
place in the Middle East. Under Mr Primak- 
ov, Russia has consistently lobbied for the 
end of sanctions against Iraq. An Arabic 
speaker, Mr Primakov has long-standing 
personal ties to Iraq's President Saddam 
Hussein. He has also loyally stood by an- 
other unpleasant Russian ally, Slobodan 
Milosevic, the Yugoslav president—and 
strongly opposes NATO action against the 
Serbs in Kosovo. 

All the same, Mr Primakov, is at least a 
presentable face for Russia: neither drunk, 
nor ill, nor a political amateur, and with a 
modicum of administrative ability. He is 
much-liked by hardliners of left and right 
for his anti-western stance, and his defence 
of what he likes to call Russia's "great 
power status". He will also be backed, on 
more pragmatic grounds, by reformers 
such as Boris Nemtsov, the acting deputy 
prime minister, and has been pushed for- 


ward by Grigory Yavlinsky, leader of Yab- 
loko, the social-democratic party. 

All of which probably makes him the 
least bad choice. Russia will now get à gov- 
ernment, which will at least start on better 
terms with the cantankerous Duma than 
the previous one—and have a chance of 
putting together an economic policy. 
Whether this will be a sensible one is un- 
clear. Mr Primakov's own economic views 
are opaque. He has virtually no economic 
or financial experience. His government 
may well contain some reformers, such as 
Boris Fedorov, an economist much liked in 
the West—but also a clutch of Communists 
to placate the Duma. Even if he wants to 
tackle vested interests in business or the bu- 
reaucracy, which so often block reform, he 
will have no power base from which to do 
so. He offers stability, and a degree of ob- 
structive coherence in dealings with the 
outside world, but not the decisive leader- 
ship and real changes Russia sorely needs. 

The alternative would have been sim- 
mering constitutional uncertainty, to add 
to Russia's financial and economic woes. 
The Duma had already rejected Mr Cher- 
nomyrdin twice, and would probably have 
done so again (not surprisingly—for five 
years, until he was sacked in March, he gov- 
erned with scant success). Mr Yeltsin would 
then have had to dissolve the Duma and 
call a general election. 

This conundrum, with luck, will not 
now require an answer. But many still be- 
lieve that if Russia is to get back on an even 
keel it needs a new president as much as a 
new prime minister. Mr Yeltsin's authority 
is thoroughly diminished. So far, he has 
seemed determined to hang on, though 
Moscow was filled with rumour this week 
that he would resign—leaving his new 
prime minister as head of state. 

All the same, Russia remains, on the 
whole, remarkably calm. Most banks are 
still paying out small amounts of money. 
The queues outside their branches are or- 
derly, if morose. Most shops still stock most 
goods, although not staples such as flour 
and sugar, which have been snapped up by 
nervous shoppers. The rouble's exchange 
rate yo-yos, falling by a third one day, rising 
by a quarter the next. 

The signs, however, are ominous. Infla- 
tion is rocketing. Prices rose by 36% in the 
first week of September alone, throwing 
millions more households into poverty. 
Imports fell by a third in August. The effect 
of the collapsed banking system and totter- 
ing insurance industry has yet to be felt. 
Even reformers in the government think 
printing roubles is inevitable, whoever re- 
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places the central bank’s chairman, Sergei 
Dubinin, who resigned this week. The 
country’s hard-currency reserves are barely 
$12 billion, making a default on its foreign 
debt all too likely. 

The best anyone can hope for is that the 
current mess may prove a salutary shock to 
those who caused it, especially the tycoons 
(see page 88) who, along with regional 
bosses, now hold most of the real power in 
Russia. It is possible, though unlikely, that 
the shipwreck will make Russia’s elite be- 
have more responsibly, perhaps even by 
backing, one day, a genuinely reforming 
government. But a lot of people, by then, 
will have drowned. As for Mr Primakov, he 
will be steering a very leaky ship. 











Germany's social-policy debate 
Tepid stuff, again 


BONN 


A pity that none ofthe main parties in Germ 
cal plans for Germany's expensive health, we 


REFORMING almost any- 
thing in stick-in-the-mud 
Germany tends to be pain- 
ful.In one field above all, so- 
cial policy, it is excruciating. 

‘All the signs are that this sad 
rule will hold true, no matter who wins the 
general election on September 27th. The 
Social Democrats thunder that, when (if) 


Will Russia hold together? 


MOSCOW 


| T IS not surprising that regional bosses 
are flexing their muscles, and raising 

the spectre of Russia's disintegration, as 
central authority erodes. Those regions or 
republics that put more into the central 
coffers in taxes than they take out—a 
dozen or so out of Russia's 89—are likely 
to demand even wider autonomy than 

_ they already have to run their economies. 
Some, which have been managing even 
foreign relations without much say from 


Moscow, will take less notice still of the 
"centre", as the capital is known. And the 
Kremlin's control over poorer regions is 
also weakening, as federal subsidies, the 
centres main mode of leverage, start to 
dry up. Could Russia break up, as the So- 
viet Union did seven years ago? 

Several regional governors are sound- 
ing distinctly mutinous. Some, indeed, al- 
ready have special relationships with lo- 
cal generals who pay little heed to their 
nominal superiors. Others have set up 
their own "security councils" to pay the 
wages of soldiers and others working for 
the state security apparatus. The enclave 








of Kaliningrad, on the Baltic coast, has de- 
clared its own "state of emergency" be- 
cause of fears that food and fuel will run 
out, and is refusing to send payments to 
Moscow. At the other, eastern, end of Rus- 
sia, the governor of the Pacific island of 
Sakhalin has said he might follow suit— 
thereby, as he puts it, marking "the begin- 
ning of Russia's dissolution". Also on the 
Pacific coast, Primorsky Krai (Maritime 
Territory), has for years blithely ignored 





instructions from the centre. Russia's 
southern fringe, on the edge of the 
Caucasus, looks particularly frayed, with 
Dagestan close to civil strife. 

South-east of the Urals, the governor 
of Khakassia, Alexei Lebed (younger 
brother of Alexander Lebed, an ex-general 
and would-be president who governs 
Krasnoyarsk, an adjoining Siberian re- 
gion), has declared that he too will "cease 
transferring funds to the federal bud- 
get"—by the by, likening Boris Yeltsin to 
Hitler. Sakha (formerly Yakutia), the east- 
ern Siberian republic full of gold and dia- 
monds, has cut deliveries to the centre. 


's election campaign has radi- 
and pension systems 


they win, they will at once repeal the centre- 
right Christian Democrat-led government's 
tentative social-security reforms, which 
have cut pensions and sick pay and made it 
slightly easier for employers to sack people. 
In fact, there is less to be rolled back than 
either side cares to admit. 

Take pensions, easily the most sensitive 
issue. During the "economic miracle" after 


And at least half-a-dozen places, in- | 
cluding the senior Lebed's fief of Krasno- 
yarsk, are imposing price controls. If they 
work, limits on "exports" to other admin- 
istrations within Russia would follow, 
ending the country's single market. The 
governor of Omsk, in western Siberia, has 
banned the sale of food to other regions. 
One of Russia's most reform-minded gov- 
ernors, in Saratov on the River Volga, has : 
discussed bringing in a regional cou- | 
pon—in effect, a currency. | 

Impudent regions are nothing newin | 
post-communist Russia. For example, the | 
city of Moscow (which, with St Petersburg, | 
has the status of a region) has flagrantly 
flouted a federal ruling that its residency 
rules are illegal. Up till now, such insub- | 
ordination has usually been kept in | 
check: witness the abortive attempt a few 
years ago by Sverdlovsk's governor to | 
launch his region's own currency. Now, | 
with a vacuum growing at the centre, 
things smell different. President Yeltsin 
needs the support of regional big-shots, 
who make up parliament's powerful up- 
per house. But their price is a promise of 
even more freedom for their domains. 

Where will this lead? Robert Orttung, 
who edits a newsletter on Russia's re- 
gions, says that their leaders could sup- 
plant Russia's tycoons as the country's 
main power-brokers. Nikolai Petrov of | 
the Moscow arm of the Carnegie Endow- 
ment, an American think-tank, says a 
dozen or so “semi-feudal principalities” 
may coalesce around the strongest of Rus- 
sia's republics and regions. 

Could violence erupt again, as it did 
so horrifyingly in Chechnya a few years 
ago? That would depend on whether the 
security forces obey orders from the 
Kremlin to suppress insubordination or 
incipient separatism by force. So far, that 
seems unlikely. But tension has been 
mounting—across the entire land, with its 
30,000 or more nuclear warheads. 
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the second world war, the ever-richer Ger- 
mans set up a mandatory, pay-as-you-earn 
system which shovelled out some of the 
world's most generous retirement benefits. 
With life expectancy soaring, these days it is 
proving far too generous, but woe betide 
the politician who seriously tries to do 
something about it. And the further trouble 
is that the miracle is long gone. Now, with 
less buoyant economic growth, some 4.1m 
Germans unemployed (10.6%) and more 
people in part-time work, public-pensions 
finance is under strain. Thanks also to a 
low birth rate since the 1970s, within a gen- 
eration there may barely be one active 
worker per pensioner. To keep the system 
solvent, contributions would have to shoot 
far above today’s already painfully high 
level—20.3% of pay, employer and em- 
ployee each paying half. 

Other mandatory contributions, for un- 
employment insurance for instance, take 
total deductions up to a record 42% of pay. 
Next to no one seriously argues that this 
level should be raised. As it is, it helps make 
German workers more expensive than 
most of their competitors abroad, boosting 
the number out of work and adding to the 
pension system's grief. 

To give him his due, Norbert Blum, la- 
bour minister since Helmut Kohl became 
chancellor in 1982, has made several stabs 
at dealing with pensions. The retirement 
age for women is going up by stages to 65, 
the present age for men. Rises in pensions 
have been stemmed a bit by linking them 
to net instead of gross earnings. Mr Blüm 
has also pushed through a new law, to take 
effect next year, which would cut the pen- 
sion level, now 70% of pre-retirement net 
pay, down eventually to 64%. 

The Social Democrats say they will re- 
peal this last step. And far from cutting wel- 
fare, they say they will raise pensions for 
women. And where will the money come 


Wedded to welfare 
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Heil to the hopeless! 


BONN 


AT LEAST they would 
liven up Germany's sol- 
emn parliament. There is 
the Anarchistic Pogo 
Party, which claims the 
backing of “social para- 
sites”, and the Grey Panthers, a bossy 
bunch of pensioners. There are parties 
| for car freaks, bible bashers and (still 
zealous) Marxist-Leninist evangelists; for 
animal lovers and, perhaps oddest, for 
non-voters. More mini-parties than ever 
before—34, alongside the nine bigger 
ones that have seats in national or re- 
gional parliaments—are competing in 
the general election. But virtually none of 
the tiddlers will come anywhere near the 
5% threshold needed to win seats. 
So why bother, then? Partly from con- 
| viction, partly to have some fun, partly— 
| it has to be said—to rake in cash. Under 





ee 





generous election-finance rules, any 
party winning at least 0.5% of citizens’ 
second votes (Germans have two, the first 
going to a candidate in individual con- 
stituencies, the other to a party on re- 
gional lists) gets a payout from the state. 
The Pogo anarchists offer a jamboree  . 
with free beer if they jump this crucial | 
hurdle. Tempted? 
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from? Partly from what amounts to a book- 
keeping exercise, in which some of the pen- 
sion fund’s current obligations would be 
hived off and then met out of general tax- 
ation, partly from catching dodgers and— 
eventually—from getting every German to 
pay contributions. Even the Greens, who 
hope to form a government with the Social 
Democrats, doubt the figures will add up. 

Besides, none of this really gets at the 
root of the problem, which is that Germany 
relies almost entirely on a state pension sys- 
tem that devours nearly 11% of GDP and 
whose pay-as-you-earn method is wilting. 
Many experts say that private pension 
funds will have to play a far bigger role as 
they already do, for example, in Britain and 
the United States. 

The main snag is that a switch in the sys- 
tem, though gradual, would for decades 
present contributors with two bills: one for 
their own future benefit under a private 
scheme, the other for the elderly who had 
earned their right to benefit solely under 
the public one. The Free Democrats, Ger- 
many's liberals, come closest to facing vot- 
ers with this nasty truth, but even they wrap 
it up a bit. 

Somehow or other Mr Blüm manages to 
keep a merry smile and brisk repartee, 
which suggest he may still enjoy his work. 
Not so his colleague Horst Seehofer, who 
stepped jauntily into the health minister's 
job six years ago and has looked increas- 
ingly depressed since. 

No wonder. With more than 4m people 
directly or indirectly in its employ and an- 
nual spending which has soared to some 
DM400 billion ($231 billion, more than 
1096 of Germany's GDP), the German health 


service is an empire hard to engage and 
next to impossible to control. At least, no 
minister has done so for long. 

Mr Seehofer began with a bang, stem- 
ming the rise in personnel costs and medi- 
cines and curbing the misuse of "cures"— 
often just an extra holiday. But he faces two 
big obstacles, as any successor also will. 
One is that Germans tend to be hypochon- 
driacs, for whom health is not so much à 
condition to be enjoyed as a state preced- 
ing sickness. On average, they spend more 
on health and have more doctors to choose 
from than the people of almost all other 
rich countries. The other obstacle is that the 
medical lobbies have great influence in po- 
litical parties across the board. 

In their campaign programmes, Chris- 
tian and Social Democrats alike chant 
about the need for both competition and 
economy; the Free Democrats urge that 
queues in hospitals and doctors' practices 
be made a thing ofthe past; and the Greens 
say they are working for “a condition of 
physical, mental and social wellbeing". 
Don't bet on big changes after polling day. 





Belgium 
Cleaner? 


BRUSSELS 


um spectacle of three ex-ministers and 
a host of other bigwigs on trial for cor- 
ruption would be a shock to any political 
system. But the effect in Belgium, where the 
"Agusta-Dassault trial" began this month, 
may be especially severe. The national 
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South African economy suppressed by 


international financial turmoil 


Extracts from address by Dr C. L. Stals, Governor of the South African 
Reserve Bank, at the seventy-eighth Ordinary General Meeting of 
Shareholders of the Bank on 25 August 1998 








The South African economy, which is rapidly being 
integrated into the evolving interdependent worldwide 
system of markets, could not escape all of the adverse 
consequences of the developments in East Asia. For a 
smaller economy such as South Africa, the choice is 
straightforward — either to share in the major benefits, 
but then also in the periodic adversities, of the global 
financial integration process, or to insulate the economy 
from the rest of the world, and be dependent on the 
limited resources and opportunities available in the 
country for its own economic development. 

Initially, when the problems started to develop in 
Thailand in June 1997, South Africa was left unscathed. 
A very short-lived disruption was experienced in the 
South African financial markets in October 1997 as the 
crisis spread to other countries beyond the East Asian 
region, It was only since May 1998 that South Africa 
experienced the full adverse impact of the East Asian 
problem. 

The South African banking system fortunately remained sound and 
in good health, despite the major turbulences in the financial markets. It 
is important, however, that in addition to sound macroeconomic 
policies, the internationally accepted Basle Committee's basic rules and 
core principles for financial and risk management, as endorsed by the 
Registrar of Banks, be adhered to. 

In light of the experience of the past few months, the South African 
Reserve Bank lends its support to efforts initiated at the international 
level to promote greater stability in the global financial environment. It 
is extremely difficult for any one of the smaller countries of the world to 
protect itself unilaterally against the vicissitudes of the evolving 
integrated world financial market system, 


Stable basis for future economic expansion 

One of the major short-term objectives of macroeconomic policy in 1997 
was to establish a stable basis for an expected new phase of more rapid 
economic expansion. This goal was to an important extent achieved by 
the end of 1997. Indeed, by the first quarter of 1998, a promising 
expansion in the main components of gross domestic expenditure 
indicated that the recovery phase might already have begun. 


Surplus on overall balance of payments 
A relatively small current account deficit of R8,8 billion in 1997 was 
more than offset by a net inflow of capital of no less than R20,2 billion 
The country’s net gold and foreign exchange reserves accordingly 
increased by R11,4 billion from 31 December 1996 to the end of 1997. 
The overall balance of payments position continued to improve even 
further in the first quarter of 1998 when a large net capital inflow of 
R11,2 billion more than covered a small current account deficit of only 
R2,5 billion. A further R8,7 billion was therefore added to the country's 
net gold and foreign exchange reserves. By the end of March 1998, the 
gross gold and foreign exchange reserves held by the Reserve Bank and 
private banking institutions together amounted to R45 billion, or the 
equivalent of the value of three months' imports of goods and services 
The overall balance of payments surplus created an oversupply of 
foreign exchange in the market, and called for continuous intervention 
by the Reserve Bank to prevent an appreciation of the rand. The Bank's 





net gold and foreign exchange reserves accordingly 
increased by R122 billion over the period of fifteen 
months. The intervention by the Bank ensured a 
relatively stable exchange rate. In nominal terms, the 
average weighted value of the rand measured against 
the currencies of South Africa's major trading partners 
declined on balance by only 3,1 per cent from 
31 December 1996 up to 31 March 1998. 


Subdued rate of inflation 

Last year was the fifth year in succession that inflation 
in South Africa remained below the 10 per cent level. 
The average rate of increase in 1997 in the consumer 
price index was 8,6 per cent, and in production prices 
7,1 per cent. 

Inflation declined further during the first few months 
of 1998, Measured over a twelve-month period, 
consumer price inflation declined to 5,0 per cent in April 
1998, and the all-goods production price inflation to 
24 per cent in May 1998, 

These lower rates of inflation were achieved despite the continuing 
expansion at relatively high rates in the money supply and in bank credit. 
Throughout the period 1997 and the first quarter of 1998, the M3 money 
supply expanded at an annual rate of about 17 per cent. 

The rate of increase in bank credit extended to the private sector, 
being the main source of money creation, likewise remained excessively 
high. There was some decline from a rate of growth of 17 per cent at the 
beginning of 1997 to about 14 per cent in the first few months of 1998, but 
even this lower rate of growth did not provide reason for complacency. 
The high rates of increase in the money supply and in bank credit 
extension over recent years were at least partly related to the almost 
explosive increases in the turnovers in the major financial markets. 

Through its intervention in the foreign exchange market in 1997 and 
the first quarter of 1998 the Reserve Bank itself contributed to an easing 
of domestic liquidity conditions. Market interest rates consequently 
tended downwards throughout most of 1997 and during the first four 
months of 1998. The Reserve Bank gave recognition to the easing in the 
underlying market conditions and reduced Bank rate from 17 to 16 per 
cent in October 1997, and further to 15 per cent in March 1998 with the 
introduction of the new, more flexible system of repurchase transactions 
in terms of which banks tender for central bank accommodation on a 
daily basis. 

Government continued with its medium-term programme of reducing 
the deficit on the Budget. During the fiscal vear 1997/98 the deficit 
equalled 4,2 per cent of gross domestic product. The Budget for 1998/99 
also provides for a further reduction of the deficit to 3,5 per cent of gross 
domestic product. 


Major disturbances since May 1998 

The hopeful signs of an imminent recovery in economic conditions in 
the first quarter of 1998 were suddenly dashed in May 1998 when the net 
inflow from abroad of portfolio investment in South African bonds was 
abruptly reversed, After investing R16,3 billion in South African bonds 
during the first four months of 1998, foreign investors reduced their 
holdings of bonds by R3,0 billion in May, by R40 billion in June and by 
à further R5,4 billion in July. 


Full text available on website 






































ngi d; however, changed in the fundamental 
: domestic onomic situation from April to May 1998. The unexpected 
reversal of the inflow of foreign portfolio investment through the Bond 
hange must therefore be linked to a reassessment made at that time 
| ;by international fund managers of their investment exposures it in many 
countries, particularly in emerging markets. 

... The accommodation of large outflows of foreign funds that resulted 
from the disinvestment from the bond market, created a new situation in 
the South African financial markets that demanded major adjustments: 
ces of government bonds declined as yields increased sharply; the 
ecline in the supply of foreign exchange exerted downward pressure 
the external value of the rand; the outflow of funds drained liquidity 
nthe domestic banking sector; and the declining trend in short-term 
terest rates was reversed and the rate on repurchase transactions 
oved from 14,79 per cent on 11 May to 20,38 per cent on 19 June 1998. 

É e developments in the financial markets, triggered by the 
the inaw of over prali M partiene forei pan investment i in 
























: against ies pom M sich t took Exin from foreign 
s of financing to domestic sources. 

Recent turmoil in the financial markets, which has not yet settled 
own, hold distinct disadvantages for the domestic economic situation. 
he disturbances of the past three months, the financial situation 
ow be summarised as follows: 
ie exchange rate of the rand, measured on a TET basis 
igainst a basket of the currencies of South Africa's major trading 
irtners, has depreciated by 21,1 per cent from 31 December 1997 up 
.to18 August 1998. 

The yield curve has moved distinctly upwards across the whole 

spectrum of maturities. The prime overdraft rate of banking 

institutions has risen to 24 per cent, up 5‘, percentage points from the 

s — level in April 1998, 

>e There are early signs of mounting inflationary pressures resulting 

B — ;from the recent depreciation of the rand. Measured over a twelve- 

-- month period, the rate of increase in consumer prices so far rose only 
marginally from 5,0 per cent in April 1998 to 5,2 per cent in June. 
Inflation in production prices rose from 2,3 per cent in March 1998 to 
2,8 per cent in June. 

=o. These changes in financial conditions have already had a negative 

e impact on real economic activity: 

=. * Growth in real gross domestic product in the second quarter of 1998 

- "slowed down further from the already low level of only '^ per | cent 

-achieved in the first quarter of 1998. 

* Growth in consumer demand in both the private and the public 

sectors lost some of the momentum experienced in the first quarter. 
* Although the deficit on the current account of the balance 

of payments declined from a seasonally adjusted annualised rate of 
R8,6 billion in the first quarter of 1998 to R5,5 billion in the second 
quarter, the overall balance of payments weakened because of a 
substantial decline in the net capital inflow from R11 2 billion in the 
first quarter to R43 billion in the second quarter. 

~ Against these negative developments it should be noted, however, 

-that the net capital inflow of R4,3 billion in the second quarter still 

exceeded the unadjusted current account deficit of R2,1 billion. The net 

old and foreign exchange reserves consequently increased by a 

rer R22 billion. Additional drawings made by the Reserve Bank 

the private banks on foreign credit facilities enabled the 

solidated Mond Sector to increase its total groas nl reserves 



































cporters, and for focal Pena anpli with Pers. "These 
efits will, however, only be durable if the local cost of production in 

h Africa does not rise quickly in the wake of inevitable price 

djustments of imported goods that normally follow a depreciation. 

















mplications for monetary policy 

5 in 1996, monetary policy had to introduce quick and decisive changes 
to address fhe consequences of the turmoil in the foreign exchange 
et. With rather rigid fiscal and other macroeconomic policies that 
nnot easily be adjusted in the short term, the burden of restoring 
nancial stability fell heavily on monetary policy. The already depressed 
domestic economic situation that is now continuing into 1998 made this 
task even more difficult. 
With the sudden decline in the total inflow of capital since May 1998 
and the reduction in the supply of foreign currency, three macroeconomic 
market adjustments could not be avoided: 
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The exchange rate of the rand had to depreciate. 

The domestic banking svstem had to lose some liquidity. T 

Domestic interest rates had to rise to higher levels in response to the - 

capital outflows. 

In line with its normal responsibilities, the Reserve Bank intervened 
in the financial markets to ensure orderly adjustment processes, but 
never to prevent the above essential changes from taking place. After 
diia seamed a i substantial amount of bed yeaa ots 1997 and 


some of these dollars back into ithe make in May 1 1998 
non-residents wanted to take out their money. | 

As on previous occasions, the Bank also decided és us 
book once again in order to provide in the increa: 
rand/dollar hedging from South African residen 
positions in foreign exchange, and foreign invest 
rand positions. The relevant alternative which had 
was to accept a much larger outflow of capital, m 
exchange rate, and even higher interest rates in 5 

In line with its policy of transparency, the. Re 
publishes details of its operations in the forw: 
market. It should be noted, however, that an ink 
book of the Reserve Bank does not necessarily inc 
South Africa's overall commitment to make fo 
indicates to an important extent only a transfer fro 
to the Reserve Bank of the exchange rate exposure. in n 
balance of payments commitments. 

In the longer term, the Bank will continue with 
its role in both the spot and forward foreign excha 
will, however, require further exchange control relaxati 

The authorities never considered any tightening o 
control. It remains the view of the Reserve Bank that 
should continue with the programme of graduall 
the remaining exchange control restrictions, most of which 
outward investment of funds by South African resident 





Concluding remarks T 
The turbulences in the East Asian financial markets were transmittes x 
to South Africa as part of a process of a worldwide contagion of 
economic problems. In the ensuing situation à number of existing 
structural deficiencies in the South African economy were once again 
exposed which are easily exploitable in an environment of rapid! y 
growing worldwide financial integration. As recent experiences in a 
number of East Asian countries demonstrated, it is always essential but 
not necessarily sufficient to apply appropriate disciplined monetary 
and fiscal policies in the short term. Countries must, however, at the 
same time also implement where necessary the more painful processes 
of long-term structural economic adjustment. 

As far as the Reserve Bank and the implementation of monetary 
policy is concerned, cognisance must be taken of the following 
structural weaknesses: 

* Firstly, the rate of inflation in South Africa is still too high. 

* Secondly, in a world of volatile capital movements and widely 
fluctuating exchange rates, an asymmetrical exchange rate policy 
that allows for depreciation from time to time, but never for any 
appreciation of the rand, can no longer be defended. Like all other 
prices, the exchange rate of the rand must be allowed at times to 
decline, and at other times to rise. 

* Lastly, it is important in this new world of integrated and liberalised 
financial markets that countries should allow and enable changing 
underlying market forces to function properly. In order to achieve 
this objective, it is not only necessary for the central bank to hold 
more foreign exchange reserves, but also for the private sector to 
own more liquid foreign assets. Only then will the premature 
pressure on the Reserve Bank to reduce its role in the spot and 
forward foreign exchange markets make sense. 

It is understandable for South Africans to continuously exert 
pressure on the central bank to provide more money at lower interest 
rates. It is, however, not part of the privileges of central bankers to seek 
popularity by creating more money, especially not in a country with a 
relatively high rate of inflation. In the world of integrated financial 
markets, any individual country can, of course, choose the monetary 
policies it prefers. Global market forces will, however, ensure that each 
country reaps the economic results that its policies deserve. 

In this highly competitive environment the South African Reserve 
Bank cannot afford to relax its vigil against inflation. It remains the task 
of the Bank, in adverse and in favourable circumstances, to continue 
with a policy that will preserve overall financial stability. This is, after all, 
the contribution that central bankers must make in all countries towards 
achieving the overriding objective of sustainable higher economic 
growth and more job creation. Strict adherence to a monetary policy 
model based on changes in the more important financial aggregates 
provides the best strategy for the achievement of this objective. 
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A sorry catalogue 
Belgian benchmarks 


December 1988 AE UA fr 46 


Belgiu 

Agusta icopters — 
Belgium asks Dassault to refit 
F-1 aircraft 


André Cools, leading 
Socialist, killed 


Foreign Minister Willy Claes 
questioned over Agusta deal 


January 1994 - 


September 1994 
secretary-general 


Senior Socialist Etienne Mange 
_ arrested over Agusta deal 


Johan Delange, former 
Claes aide, arrested 


Ex-General Jacques - 3 
ro: n Minister Frank 
Vandenbroucke resigns — 

| Claes resigns as NATO head 
Senior Socialists Merry 
Hermanus and Francois 
Pirot arrested 


June 1989 
July 1991 


June 1993 


February 1995 
February 1995 
March 1995 


March 1995 


October 1995 
January 1997 


mood has still not recovered—and perhaps 
never will—from the revelations of incom- 
petence and corruption in government 
and public service that accompanied the 
arrest of Marc Dutroux, a paedophile mur- 
derer, in 1996, and Dutroux's brief escape 
this year. And Belgium has perhaps the 
weakest institutional structure of any West 
European country. Its main regions, Dutch- 
speaking Flanders and French-speaking 
Wallonia, have no great love for one an- 
other, and have been claiming more and 
more powers of government for them- 
selves. Arguably, a slow but steady disinte- 
gration of Belgium is already well under 
way. The current trial could do its bit to has- 
ten that process. 

The charges concern two big defence 
contracts awarded by the Belgian govern- 
ment in 1988 and 1989. The defendants— 
who include Willy Claes, a former secre- 
tary-general of NATO—are accused of giv- 
ing, taking or winking at bribes amounting 
to about $5m to ensure that the contracts 
went to an Italian firm, Agusta, and a 
French one, Dassault. The money went 
mainly into the coffers of the country's two 
Socialist parties, though some may have 
slipped into private pockets. 

If nothing else, the trial promises to re- 
mind voters in gruesome detail of the cro- 
nyism and corruption long prevalent in 
Belgian politics, just as a general election 
looms in six to nine months' time. Voters 
may well be encouraged to desert the tradi- 
tional, and thus tainted, political parties, 
from which national coalition govern- 
ments have hitherto been built. That would 
promise a windfall for separatist and other 
fringe parties, of which the most potent is 
probably the far-right Flemish-nationalist 
party, the Vlaams Blok. Separatism runs 
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stronger in Flanders for historical reasons 
and economic ones: Flemish taxpayers re- 
sent subsidising their poorer Walloon 
neighbours. 

There is also a sense in which Belgian 
justice, notoriously politicised and disas- 
ter-prone, is itself on trial. Justice is one of 
the few main duties—others include social 
security and defence—that remain within 
the competence of the national govern- 
ment. If the Agusta-Dassault trial does not 
produce clear-cut and comprehensible ver- 
dicts within a reasonable period of time, 
one result is sure to be more calls from 
Flemish politicians that justice, too, should 
come under regional control, so leaving 
still less need for a unitary 
Belgian state. 

Belgium's traditional 
blocks—the Socialists, the 
Christian democrats and 
the (rather conservative) 
liberals, each divided into 
Dutch-speaking and 
French-speaking parties— 
are doing their best to per- 
suade voters that they have 
cleaned up their act since 
the Agusta-Dassault days. 
And the rules of the politi- 
cal game have indeed been 
changing encouragingly. 
Parties have started to re- 
ceive public financing, 
freeing them from reliance 





Claes in the dock 


on bribes and percentages. Politicians have 
lost some of their legal immmunity. Parties 
have agreed among themselves to limit 
election-campaign spending, and to stop 
members holding more than two public of- 
fices at once. 

But it is one thing to proclaim good in- 
tentions, quite another to carry them out. 
The French-speaking Socialist Party may be 
particularly incorrigible, since it consists of 
local baronies all but impervious to central 
control. No coincidence that it is also the 
party most prone to scandals. Its grandees 
dominate the dock for the Agusta-Dassault 
trial. Investigations continue into the (pos- 
sibly related) murder ofa former party boss, 
André Cools, in 1991. 

Voters are understand- 
ably sceptical. Whereas the 
Socialists took 34% of the 
vote in Wallonia at the last 
general election in May 
1995, an opinion poll in 
June this year found sup- 
port for them had fallen by 
half to a mere 17%—putting 
them level with the Greens, 
and well behind the liber- 
als. Change may well be 
coming. For a country 
"held together mainly by 
inertia", as one foreign dip- 
lomat observes, few things 
could be more threatening. 





Malta changes its mind, again 


NLY on a small, sun-drenched Med- 
iterranean island would a govern- 
ment be swept out of office over the 
weighty matter of a new yacht marina. 
That, at least, was the affair that caused a 
member of Malta's ruling Labour Party 
to vote against his government and force 
an early general election on September 
sth—which his party then lost. 

Elected in 1996, the Malta Labour 
Party had held on to power by the thread 
of a one-seat majority. The next poll was 
not due until 2001. But Labour had not 
counted on the mischief-making of Dom 
Mintoff, an old (82) and old-fashioned 
socialist and firebrand ex-prime minis- 
ter with pals in Libya, whose coast lies 
just 320 kilometres (200 miles) away. 

When the outgoing government un- 
der Alfred Sant recently put to parlia- 
ment a plan to lease state land to an 
American consortium to build a new 
yacht marina, the meddlesome Mr Min- 
| toff voted against—an unprecedented 
| act of disloyalty in Maltese politics. It 
| was not the matter of the marina itself so 
much as the pesky Mr Mintoff and his 








repeated efforts to obstruct the govern- 
ment that prompted an exasperated Mr 
Sant to call a snap election. | 
More seriously, the abrupt change of 
government has reopened the vexed 
question of Malta’s would-be member- | 
ship of the European Union. Malta first | 
applied to join back in 1990, and was put | 
on the long-term waiting-list, where it | 
stayed until Labour was elected in 1996, 
snatched the application form back and 
buried it. Malta, Mr Sant declared, 
would be the "Switzerland of the Medi- 
terranean": neutral and non-aligned. He 
promptly withdrew Malta from NATO's 
Partnerships for Peace too. | 
The new prime minister, Eddie Fen- | 
ech Adami of the Nationalist Party, this 
week said he would renew the applica- 
tion. He wants to anchor Malta, which 
squats awkwardly between Africa and 
Europe, the Arab world and the West, in | 
Europe. Perhaps he thinks Malta has at 
last made up its mind to join. But he may | 
well discover that the Eu, fed up with the | 
island’s dithering, will hesitate until 
both Maltese parties are behind the bid. 
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CHARLEMAGNE 


Emma Bonino, Europe's commissioner for the future 


Ps? present and future all have their representatives within 
the European Commission. For the past, look no further than 
the commissioner for agriculture, Franz Fischler, an Austrian 
doomed to speak for a domain which last inspired optimism 
some 30 years ago. The present is a golden age of commerce: its 
emblematic portfolios are those of the single market and finan- 
cial services, held by Mario Monti, an Italian; of competition, 
held by Karel Van Miert, a Belgian; and of free trade around the 
world, under the eye of Sir Leon Brittan, a Briton. But already 
there is a slightly dated air even about Mr Monti's work: the sin- 
gle market has been achieved, the single currency—under the 
French aegis of Yves-Thibault de Silguy—is about to arrive. 

Who, then, represents the future? The answer may well be 
another Italian, Emma Bonino, the 
commissioner whose  respons- 
ibilities include humanitarian aid 
and consumer affairs. These fields, 
and others such as civil rights and 
the environment, are among the 
“soft” issues that are likely to domi- 
nate the Union’s business in the de- 
cade or two to come. 

They are likely to do so in part be- 
cause the “soft agenda” is one with 
which ordinary voters can identify 
and sympathise—and the Eu, after 
the arguments and overreaching of 
the Maastricht era, badly needs to be 
popular among ordinary people 
again. Soft issues are among the pre- 
occupations of the European Parlia- 
ment, which is gaining in constitu- 
tional power. They are backed by a 
fast-growing lobbying industry of 
non-governmental organisations. 
And they havea special attraction for 
the countries of Central and Eastern 
Europe that are negotiating to join 
the Eu in the next five to ten years. 
These countries want to rebuild soci- 
eties so brutally eroded under com- 
munism. The more leadership the 
EU can give in areas of civic virtue and social justice, the better. 

Ms Bonino, a 50-year-old of libertarian views, is not the sole 
soft-issue champion within the commission. Ritt Bjerregaard, a 
Dane, is commissioner for the environment. Joao de Pinheiro, a 
Portuguese, is supposed to proffer the Union’s helping hand to 
the world’s poor. But Ms Bonino, as her admirers and her detrac- 
tors would agree, is in a class of her own when it comes to taking 
issues and running with them. She courts publicity and contro- 
versy as a means of advancing her causes. She may well be the 
commission’s most naturally gifted politician, grasping instinc- 
tively where territorial gains can be made. Last year she snapped 
up a new brief for food safety, created after the commission 
found itself embarrassingly ill equipped to deal with the prob- 
lems of mad-cow disease. 

Humanitarian issues are, clearly, her dominating passion. 
The European Union hands out $1.5 billion in aid each year, 
which gives her some political leverage with foreign govern- 
ments. But the main force at her disposal is publicity. When the 
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European Union was still taking its long holiday, she was in 
Kosovo and Belgrade vividly airing the plight of refugees. Almost 
inevitably, she thinks a common foreign and security policy for 
Europe is long overdue. Europe should have a foreign-policy 
clout to match its economic one, she says, if it has any confi- 
dence in itself as a force for good. 

In part, the very public style of Ms Bonino's work is deter- 
mined by the substance of it. It is much easier to wax populist 
about refugees or public health than, say, about capital goods or 
public procurement. But it stands to her credit that when, on her 
arrival in Brussels in 1995, she was handed responsibility for the 
fishing industry, she plunged with similar abandon into those 
dark and deep waters, where a number of her predecessors had 
virtually drowned—and resurfaced 
still bubbling with enthusiasm, her 
reputation if anything enhanced. 

She had herself winched on and 
off ships at sea during the Eu’s “fish 
war” with Canada that year. She 
toured fishing towns from Scotland 
to southern Italy, explaining on 
quaysides why fleets and catches 
were being cut to conserve stocks. 
Those who met her were charmed— 
or disconcerted, at any rate—to en- 
counter the supposedly sinister 
might of Brussels incarnated in this 
direct, diminutive, and, not least, 
feminine, form. When visiting Peter- 
head, a Scottish fishing town, in 
1996, Ms Bonino arrived with a pro- 
tective escort of police. She left with a 
tartan scarf, a present from her ad- 
miring hosts. 

Some make it a criticism of Ms 
Bonino that she seems to find activ- 
ism attractive in itsel£. She cam- 
paigned for less restrictive divorce 
and abortion laws in Italy, having 
been jailed briefly for undergoing an 
illegal abortion herself. She was 
elected to parliament as a member of 
the anti-establishment, and at times absurdist, Radical Party.On 
the day the Italian government decided to make her a European 
commissioner, she was in New York demonstrating outside the 
United Nations building. She supports the decriminalisation of 
soft drugs. 

But such things mark her out, mainly, as an idealist of the 
baby-boom generation—a species commonplace everywhere in 
Europe save in the institutions of the European Union. There, 
the almost obligatory idealism is of the earlier, post-war variety. 
It is fixated solemnly on bringing peace and prosperity to na- 
tions, a task its bureaucrats tend to find intrinsically nobler than 
that of bringing freedom and happiness to individuals. If the EU 
is to become an affair of citizens rather than countries, it will 
have to take more of Ms Bonino's sort of idealism on board. 

Which is not to say that all European commissioners should 
start behaving in the same way. If they did, members would 
probably sack the lot of them. The Eu system was not designed to 
cope with controversialists. The fact that it has learnt to accom- 


| Taliban arrested her during a visit to Afghanistan last year, she ^ modate at least one, with obvious profit on both sides, says 
| had a CNN camera crew in tow. Last month, while the rest ofthe something for its power to evolve. 
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f you've taken the time to learn French, German, Spanish, 
or Italian, here's the proven way to take your vocabulary 
and listening-comprehension skills to the next level. Join the 
thousands of intermediate and advanced language students 

on six continents who use Champs-Elysées, Schau ins Land, 
Puerta del Sol, and Acquerello italiano to stay in touch with 
the languages and cultures they love. 

roduced entirely in Europe by professional broadcasters 

and journalists, each audiomagazine consists of an hour- 
long program on audiocassette packed with news, features, 
and interviews. A booklet containing a word-for-word 
transcript and an extensive glossary accompanies each tape. 
In addition to translations of difficult words and phrases, the 
glossaries contain copious biographical, historical, political, 
and cultural notes prepared by seasoned editors—many of 
whom also write for some of the world's most prestigious 
newspapers and magazines. An optional study supplement 
with listening exercises and grammar drills is also available 
for each issue. 

ecause the audiomagazines are periodicals, language 

learning never ends. You continue to improve month 
after month, year after year. And you won't find a more 
entertaining or culturally informative way to 
work towards fluency. 


Champs-Elysées in French: The rich 
traditions and contemporary élan of France 
resonate through each edition of Champs- 
Elysées. A comprehensive look at 
soccer mania in France, a promenade 
through the Hautes Vosges, a behind- 
the-scenes visit to the Eiffel Tower, 
and a report on the scandal brewing 

in Paris's city hall are among the recent 
features on this lively French-language audiomagazine. 


SPEAK A FOREIGN LANGUAGE? SPEAK IT BETTER. 
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Schau ins Land in German: Professional 
journalists in Germany, Austria, and Switzerland 
provide a fascinating overview of German- 
speaking Europe every month in Schau ins Land. 
Recent programs have included a two-part 
profile of Bertolt Brecht, a feature on 

women in the Bundeswehr, a visitto Sia 
Dresden's Frauenkirche, a look at Sion, "eee a 
Switzerland's campaign to host the arre 
2006 Olympics, and a report on the 
50th anniversary of the world-renowned 
Max Planck Institute. 


Puerta del Sol in Spanish: A talented 

group of broadcast journalists in Madrid 

examines the colorful textures of Hispanic 
culture every two months in Puerta del Sol. 
An interview with best-selling novelist 
Arturo Perez-Reverte, features on the walled 
gardens of Córdoba and the restoration of one 
of El Greco's masterpieces, a profile of 
fy Federico García Lorca, and a visit to the new 
Guggenheim Museum in Bilbao are just a 
sample of segments included in recent editions 
of this compelling Spanish-language audiomagazine. 
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Acquerello italiano in Italian: Produced six 
times a year in Rome, Acquerello italiano 
showcases the vitality and style of contemporary 
Italy. Recent programs have included a 

look at efforts to preserve the 

archaeological site at Pompeii, 

interviews with Oscarqxinning director 
Giuseppe Tornatore and World Trade 
Organization head Renato Ruggiero, and 
features on the Shroud of Turin, the 
controversial cancer treatment of Luigi Di 
Bella, Rome's Borghese Gallery, and the ever- 
popular Harry's Bar in Venice. 










YES! Please rush me my first audiomagazine! 








Champs-Elysées: O 5 monthly editions (US$79 or £55) 
C] Study supplements (US$20 or £15) 
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THE ECONOMIST REVIEW 


Death discovered 


EXUAL intercourse, Philip Larkin fam- 

ously wrote, was invented in 1963. In 
the same way, disease, dementia and death 
were invented in the 1990s. This is the de- 
cade when mortality climbed down off the 
religious and medical shelves, loosened its 
tieand made itself at home in the diary col- 
umns and paperback bestseller lists. As 
with sex there is still a frisson of dismay. 
When Ruth Picardie’s column about her 
terminal cancer, “Before 1 Say Goodbye", 
was coming out in the "Life" section of the 
Observer last year, one reader wrote to her: 
"Whatever possessed ‘Life’ to put your 
words among the banality of the Tv guide?” 

But that feature editor had read the 
mood. The compelling point about Picar- 
die was that she wrote about her cancer as 
though it belonged precisely there, in 
among the diets, the clothes, the children, 
and the Tv listings. Fat on steroids, she fret- 
ted more, she said, about her "chances of 
leaving the world in anything less than a 
size 16 urn", than about getting her head 
round Zen meditation. And her readers 
loved her for it: for saying it like it is, for 
refusing to bullshit. They wept and wrote 
her long letters about their lives, their can- 
cers and the cancers of their friends and re- 
lations. Dry-eyed, she put two fingers up at 
death, and they spilt out the emotion. She 
touched a nerve and it did its own tingling. 

But did she say it like it is? As a profes- 
sional journalist and a "fully evolved, post- 
feminist chick", as she called herself, she 
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had her own evasions and artifices. Her 
readers told her their stories, but she told 
her “story”. Even her private letters—or 
rather e-mails, an aptly informal, throw- 
away medium—skitter and shy with a kind 
of media-savvy irony. A pair of post-mod- 
ernist quote-marks hovers over almost ev- 
erything she wrote. Perhaps it is invidious 
in the circumstances to make a critical 
point. On the other hand, the authors of 
these books are not naive, transparent ves- 
sels, pouring out their plain untutored 
tales. They are journalists, novelists, editors, 
keenly aware of themselves as communi- 
cators in what seems to be a new genre. 


Finding a voice 

A generation or so ago, when his wife died 
of cancer, C.S. Lewis wrote that her children 
were too embarrassed to let him talk about 
their mother, and that his friends reddened 
at his approach. Feeling like a leper, he 
turned to his notebooks and argued it out 
alone with himself and his God. These “jot- 
tings” were eventually published in 1961 as 
“A Grief Observed”, but all his own in- 
stincts were intensely private. He even 
wondered whether the mere fact of keeping 
“this terrible little notebook” was morbid. 
C.S. Lewis coped, but then he was equipped 
for privacy. He knew how to do God. His 
meditation belongs in a long tradition of 
metaphysical soliloquy. 

But judging from Picardie’s postbag— 
and that of John Diamond, who also began 
writing about his cancer in a newspaper 
column—while there are still a lot of people 
who pray, there are more who don't, and 
scarcely any who blush. The whole subject 
becomes at once simpler and more fright- 
ening. The old taboos have gone, but so 
have the old language and signposts. With- 
out them the starkness of death stands un- 
mediated, monstrously naked, figleafed 
only by the euphemisms and lingo of ther- 
apy and medicine. Confronted by such a 
figure, how does one find a voice? 

There are, of course, as many voices as 
writers. Picardie’s rampant disease hardly 
gave her time for more than grim laughter. 
John Diamond, with his merely “indolent” 
cancer, grew tired of the “jaunty spin” of his 
articles, and in his book tries to master—to 
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face down, perhaps—the reality, examining 
the science, the tumour (no, not just the im- 
age, the lump itself), the brew of his own 
and everyone else's reactions. Brave? What 
does being brave mean? Scared? "You can't 
be scared, you can't do scaredness for more 
than a moment or two." This is meditation 
with attitude: uppity, inquisitive, shrewd. 

By contrast, Robert McCrum in "My 
Year Off", an account of recovering from a 
stroke, is more sober, more literary, more 
obviously researched, and ultimately less 
clever. The late Jean-Dominique Bauby in 
"The Diving Bell and the Butterfly", de- 
scribing perhaps the most terrifying catas- 
trophe of all, “locked-in syndrome”, creates 
a different atmosphere from either: free- 
wheeling, airy, both playful and nightmar- 
ish, savage and lyrical. The strenuousness 
of survival, so apparent in the accounts of 
Mr Diamond and Mr McCrum, gives way 
in Bauby’s book to the wry amusement of 
someone just about to slip off. 

“Death is amoral, indifferent, mechani- 
cal: chop, chop, chop,” writes Leon 
Wieseltier in “Kaddish”, an account of his 
year of mourning for his father which takes 
its name from the thrice-daily repetition of 
the mourner’s prayer that is enjoined on 
sons by Jewish law. Mr Diamond too is Jew- 
ish but as an agnostic he feels himself 
honour-bound not to avail himself of his 
religion. Indeed his fear is that “in extremis 
I would find myself babbling to God". But 
the agnostic has another route, which Mr 
Wieseltier does find: namely to converse— 
babble is hardly the word—if not with God, 
then with tradition itself, in this case the 
rabbinical teachings and commentaries 
upon which Jewish religious law is built. 

“Many of religion’s answers are to phi- 
losophy’s questions”, he writes. Trained to 
ask those questions, he manages to find in 
the minute prescriptions and prohibitions 
of the old scholars, in their hallucinations, 
grotesqueries and casuistries as he calls 
them, the answers that—with the help of his 
own essential humanism and sense of po- 
etry—locate the “chop” of death in a moral 
universe. With an obsession for biblio- 
graphical pursuit, “drugged by books . . . in 
a delirium of study," Mr Wieseltier's learn- 
ing only goes to show the expertise de- 
manded of the religious—especially the ag- 
nostic religious. C.S. Lewis's God is child's 
play beside Mr Wieseltier's rabbis. Even 
when his mind empties in a moment of 
revelation, his "sensation of quiddity" is er- 
udite: “How final is this language, this Jew- 
ish language, in which I am living! ...In 
this language I was born, in this language | 
will die. In me this language was not born, 
in me this language will not die.” 

Mr Wieseltier is not, of course, writing 
about his own death. He talks about the 
wildness of subjectivity in the company of 
death and the power of the kaddish to tame 
it. But what is remarkable about the writers 
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who have kept the closest company with 
death is how unbeguiled they are by the 
idea of prayer. 

Fascinated by the spectacle of someone 
at the edge, a visitor will sometimes ask— 
any religious feelings? No. Bauby divides 
his letters into those full of spiritual uplift, 
sent by people he scarcely knows, and those 
describing the small things of everyday life 
which move him more than anything else. 
Spouses, children, memories of taste and 
smell—the intensity of feeling for these 
things brings the reader round almost to 
the edge of religion again. The body itself 
becomes entirely miraculous: Mr Dia- 
mond on the workings of the tongue (where 
his cancer was), Mr McCrum on the “exqui- 
site engineering” of the hand (which he 
couldn’t move) and, most mysterious of all, 
the brain with its billions of interconnect- 
ing neurons. 


When memory goes 


“Your brain is you... your character, your 
intelligence, your emotions, your self-ex- 
pression, your self”, writes Mr McCrum. 
Those medieval theologians in search of 
the seat of the soul need have looked no fur- 
ther. It is the theme of Linda Grant’s book 
"Remind Me Who I Am, Again", about her 
"dementing" mother, as the doctors phrase 
it. Dementia raises a spectre more sinister 
than death—the Coleridgean figure of 
death-in-life. When Mr Diamond and Mr 
McCrum were unable to speak properly, 
each felt threatened at the core of his being; 
and yet their cognitive functions were un- 
damaged. But with the loss of memory goes 
the very notion of the continuous inte- 
grated self. Ms Grant's book is bleak as the 
others, paradoxically, are not. The quasi- 
spiritual prize they offer—like divers bring^ 
ing up pearls from the bottom—is in her 
case equivocal. For when she asks herself if 
she loves her mother, she wonders whether 
there is any meaningful sense in which that 
person can still be called her mother. 

And yet, in spite of that, Ms Grant con- 
veys as urgent a sense of discovery as they 
do. Memory is the prerequisite not only of 
the self, but of interpretation, history, myth- 
making, everything that distinguishes us as 
a species. Tormented by the possibility of 
her own dementia, she is desperate to cap- 
ture the story of her East European origins 
even as it vanishes through the gaps in her 
mother's cerebral circuitry. The fragility of 
history itself seems to be figured in the fra- 
gility of that decaying filligree. 

All these writers are Ancient Mariners 
at heart. However un-loonlike their man- 
ner, in fact their eyes glitter with the abso- 
lute need to tell what they've learned. Cole- 
ridge's traveller saw the watersnakes and he 
"blessed them unaware". At the same mo- 
ment the albatross fell from his neck. Some- 
thing like that has happened to these. 





American reporting 


A boxing great 


THE TIME OF Our Time. By Norman Mailer. 
Little, Brown; 1,287 pages; £25; Random 
House; $39.50 


THERS merely try to write the great 
American novel. Norman Mailer is 
more ambitious; he craves recognition as 
the greatest American writer. After compar- 
ing himself with Ernest Hemingway, he 
said in his cups on television: “I have pre- 
sumed with all my extraordinary arrogance 
and loutishness and crudeness to step forth 
and say, ‘I’m going to be the champ until 
one of you knocks me off.” Whether or not 
he merits that fanciful literary title, there is 
no disputing his talent as a reporter. This 
doorstopper, a collection of mostly factual 
essays published this summer to mark his 
75th birthday, shows again that he pos- 
sesses a marvellously acute ear, eye and 
nose when he writes about his sort of peo- 
ple. They are not foreigners. Nor are they ru- 
ral or middle or small-town Americans. 
They are the denizens of the big American 
cities, especially crafty politicians, show 
business stars and creeps, prize fighters and 
their leeches, plus all forms of low-life—the 
more violently depraved the better. 

His account of Arthur Miller's love af- 
fair with Marilyn Monroe, “the Great 
American Brain is marrying the Great 
American Body’, is a classic of its kind. So is 
his portrait of Dorothy Parker. Still discern- 
ible is young Mailer's shock when “a lady of 
immaculate and elegant savagery of 
tongue" turns out to be tiny and plump, 
with bags under her eyes “from the fatigues 
of three decades of good drinking". 

His boxing reporting stands compari- 
son with the very best in a sport that in- 
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spires fine writing. He was at the ringside in 
1961 when Emile Griffith killed Benny 
Paret in a fight for the world welterweight 
championship. Paret had implied at the 
weigh-in that Griffith was a homosexual 
and Mr Mailer's description of vengeful 
Griffith first cornering Paret and then beat- 
ing him “like a baseball bat demolishing a 
pumpkin" is still, after all these years, al- 
most too painful to bear. His description of 
the “rumble in the jungle", the night in 
Zaire when Muhammad Ali regained his 
world title, is so lyrical and so immediate 
that the words first start to throb in the 
brain and then to sing. 

In politics, Mr Mailer writes best about 
disreputable characters. His essay on Eu- 
gene McCarthy, the peace candidate he ad- 
mired in the 1968 presidential election 
campaign, is a bore. He starts gibbering 
about Kierkegaard to a bemused Jimmy 
Carter when he interviews that pious 
Southern Baptist in Plains, Georgia, during 
the 1976 campaign. Instead it is politicians 
like Richard Nixon who inspire the best— 
ie, the worst—in Norman Mailer. In the Wa- 
tergate crisis he compares the beleaguered 
Nixon to “the tastefully foul-mouthed pres- 
ident of a huge corporation—an automo- 
bile man, let us say, who has just discovered 
that his good assistants have somehow, 
God knows how, allowed more than a trace 
of tin to get into the molybdenum.” Essays 
such as these make “The Time of Our Time” 
seem too short at nearly 1,300 pages. 





Civil rights in America 


No alternative 


SOMEONE Etse’s House: AMERICA’S UNFIN- 
ISHED STRUGGLE FOR INTEGRATION. By Tamar 
Jacoby. Free Press; 624 pages; $30 


HATEVER happened to integration, 

asks Tamar Jacoby, in this remark- 
able book, arguably the most important 
study of race relations in America since 
Gunnar Myrdal’s “An American Dilemma” 
was published in 1944. It is hard to think of 
another narrative so comprehensive—even 
though it focuses on just three cities, New 
York, Detroit and Atlanta—so intelligent 
and so fair. 

Ms Jacoby, a journalist who has written 
for a wide range of publications, from the 
New York Times to the Wall Street Journal 
and from the New York Review of Books to 
Commentary, believes there is ultimately 
no alternative to integration. “Only a tiny 
minority, black or white”, she notes, “have 
repudiated integration outright.” But “on 
both sides there is a new contrary mood.” 
Some whites are tired of the issue. Others, 
black and white, think of integration as 
sentimental and irrelevant. As a result, 
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Americans are “turning [their] backs 
on... the hopeful consensus that formed 
in the 1960s around [Martin Luther] King’s 
vision of a single, shared community.” 

In New York, the new militancy of the 
late 1960s and the ideal of black power pro- 
duced the disastrous conflict over “com- 
munity control”, especially in schools. Ms 
Jacoby traces the sorry story of how well-in- 
tentioned upper-class whites, led by Mayor 
John Lindsay and McGeorge Bundy, Presi- 
dent Kennedy’s national security adviser 
turned president of the Ford Foundation, 
allied themselves with the wild men of the 
black power movement. With the best of 
motives, they threw a bucket of sand into 
the delicate machinery of New York’s eth- 
nic and class politics. 

Although she admires Lindsay’s cour- 
age, she is severe about the consequences. 
The result was “polarisation, and between 
liberals and blacks an awkward, artificial 
relationship: double standards, patronis- 
ing dishonesty and, inevitably, resentment 
on both sides.” 

Detroit, after the 1967 riots, was simply 
a disaster. Businessmen, led by Henry Ford, 
tried to create a “Detroit Renaissance” in 
the city. Itended up as no more than a high- 
rise convention centre, armed and isolated 
in the ruins of a city whose white inhabit- 
ants had simply fled to the suburbs. De- 
troits powerful black mayor, Coleman 
Young, in Ms Jacoby's account, was little 
better than an old-fashioned race man. In 
his long reign, the city lost a third of its 
population and 40% of its jobs to white 
flight. “Coleman Young”, she sums up, 
*had achieved his dream—Black Power in 
one city—but...it had turned to dross 
around him.” 

The experience of Atlanta, the "city that 
was too busy to hate", was less disastrous, 
but still discouraging. Atlanta's white 
power elite, the “Peachtree set”, pinned its 
faith on affirmative action, cutting black 
contractors and entrepreneurs in on an 
embarrassingly small share of the goodies 
generated by the successive tidelines of the 
city’s expansion: the airport, Underground 
Atlanta and the Olympic games. 
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Ms Jacoby traces with tragi- 
comic detail the failures of affir- 
mative-action programmes in At- 
lanta, which produced a 
corporal's guard of black million- 
aires without making any lasting 
or noticeable dent on a deeply 
segregated city. 

What is to be done? “Nation- 
ally", she admits, ^when it comes 
to race, it's often hard not to feel 
that we're trapped in the past." 
White racism, she believes, 
helped to kill integration. But 
black alienation and black big- 
otry also played a part. Neverthe- 
less, Ms Jacoby refuses to give in 
to pessimism. 

The key, she suspects and hopes, is to 
start closer to the ground in neighbour- 
hoods and schools and other places where 
blacks and whites rub shoulders. Even ifthe 
best way into the system is the old immi- 
grants’ route—schools, jobs and entrepre- 
neurship—she insists that "mainstream 
America cannot wash its hands" of blacks' 
problems and leave them to self-help, as 
both black activists and white conserva- 
tives advocate. Readers of all races, schools 
and ideologies will learn from this deeply 
serious and understanding book. 





American diplomacy 


Western creator 


ACHESON: THE SECRETARY OF STATE WHO CRE- 
ATED THE AMERICAN WORLD. By James Chace. 
Simon & Schuster; 512 pages; $30 


M biographers exaggerate the im- 
portance of their subject. If any- 
thing, James Chace understates the stature 
of Dean Acheson whom he regards only as 
“the most important figure in American 
foreign policy since John Quincy Adams”. 

Acheson called his own Pulitzer Prize- 
winning account of his State Department 
years “Present at the Creation”. It would be 
accurate to say that more than any other 
man Acheson was the creator of the policies 
that governed the West from shortly after 
the second world war until the collapse of 
the Soviet empire. In retrospect, his poli- 
cies—and thus by extension his achieve- 
ments—look very good indeed. 

As Mr Chace ably recounts, it was Ach- 
eson who first as under-secretary and then 
as secretary of state was a prime architect of 
the Marshall Plan which restored eco- 
nomic health to Western Europe; who 
forged NATO, America’s first peace-time al- 
liance; who crafted the Truman doctrine to 
protect Greece and Turkey against a feared 
Soviet advance; and who promoted the 
integration of West Germany into the west- 
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ern alliance. It was also Acheson who was 
instrumental in creating the international 
financial institutions at Bretton Woods; 
who advised his president to resist the inva- 
sion of South Korea; who withstood the 
ridiculous allegation of presiding over a 
"college of cowardly communist contain- 
ment"; who challenged Senator Joseph Mc- 
Carthy; and who, in 1968, played a key role 
in convincing President Johnson that the 
war in Vietnam could not be won. 

Although Acheson's policies ultimately 
won the cold war he was never a simple- 
minded cold warrior. After 1945 he sought 
co-operative agreements with the Soviet 
Union, notably over nuclear weapons. He 
never intended that, as he phrased it, Amer- 
ica should embark on *a crusade against 
any ideology". Speaking in 1949, he re- 
marked that good and evil had co-existed 
since the expulsion from Eden. When the 
communists conquered mainland China, 
Acheson foresaw the prospect of irreconcil- 
able differences between Mao Zedong and 
the Soviet Union. 

Acheson was a fascinating and multi- 
faceted—a man of character as well as a 
character, an acerbic wit, a stylish dresser 
and a fine writer. Probably in order to pro- 
duce a book of manageable size, Mr Chace, 
in the first full-length biography of Ach- 
eson, has concentrated on the diplomatic 
leader. That account is well told and en- 
grossing. But he misses some of Acheson's 
best observations, on Winston Churchill 
and the unique relationship between Ach- 
eson andhis president. The research is thor- 
ough yet not exhaustive, the writing grace- 
ful though not as fluid as that of his subject. 

Mr Chace is a master at summarising 
complex situations. He opens with Presi- 
dent Truman's return to Washington by 
train after the Democrats’ disastrous defeat 
in the congressional elections of 1946. The 
only senior figure waiting on the platform 
was his elegant under-secretary. 

By itself the incident might suggest a 
consummate courtier. But Acheson's per- 
sonal code also compelled a decision that 
seriously damaged the president as well as 
their policies. After Alger Hiss was con- 
victed of perjury for falsely stating that he 
had not passed secret documents to a com- 
munist spy, Acheson, who knew Hiss per- 
sonally, took what he regarded to be the 
only principled position. At a press confer- 
ence Acheson stated, “I do not intend to 
turn my back on Alger Hiss." He then went 
to the White House to offer his resignation. 
The president, as Acheson described the 
meeting, was "as usual wonderful about it 
and said that as one who had gone to the 
funeral of a friendless old man just out of 
the penitentiary", he had no trouble in ap- 
proving Acheson's position. The steel in 
Acheson, however, is best described in an 
appreciation of Truman that was pub- 
lished in the New York Times shortly after 
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Truman died in 1972, and which is omitted 
from Chace's book: 


On one occasion [Truman] cut me short in dis- 
cussing an important presidential appoint- 
ment, saying that he had already made up his 
mind and committed himself. When I contin- 
ued to expostulate that he had not heard all the 
considerations he insisted that he had commit- 
ted himself which, he said, ended the matter. De- 
ciding to risk all, I suggested that it did not end 
the matter, since on the east front of the Capitol | 
had heard him commit himself to ‘faithfully 
perform the duties of the office of the President 
of the United States’, which surely required full 
hearing of the facts before making a decision. 
For a moment the famous Truman temper rose 
with his flush. Then he said calmly, ‘Go ahead. 
You are quite right. His final decision was the 
opposite of his ‘commitment’. 


Reading about Acheson and his presi- 
dent makes it appear that giants trod the 
earth—and the effect is not entirely optical. 





Humanitarianism 


Does help hurt? 


DUNANTS DREAM: WAR, SWITZERLAND AND 
THE HISTORY OF THE Rep Cross. By Caroline 
Moorehead. HarperCollins; 780 pages; 
£24.99 


qi HE world, it seems, needs an impartial 
umpire to step in when required and re- 
store order. In Bosnia, Rwanda, Sudan and 
now Angola, the ambitions of a few war- 
lords can lead to terrible suffering. Voters 
who read about these events in newspapers 
or watch them on television often feel, as a 
recent British foreign secretary, Lord Hurd, 
put it, that “something must be done.” And 
so there are UN troops in Rwanda, NATO 
troops in Bosnia, and an evolving mandate 
for western armed forces to maintain “a 
quick-response capability” for, among 


other things, humanitarian intervention. 

When conflicts cannot be prevented, at 
least the suffering can be mitigated, and 
there are now dozens of international aid 
organisations helping victims in war 
zones. Hopeful as that sounds, it has to be 
remembered that a well-established, highly 
respected and lavishly funded body has ex- 
isted to do this since the mid-19th century— 
a period which has included the most de- 
structive wars in recorded history. 

The International Committee of the 
Red Cross was created because Henri Du- 
nant, a charming and wayward young 
Swiss businessman, witnessed the savage 
bloodletting at the Battle of Solferino in 
1859. Neither the French nor the Austrian 
armies had the medical facilities to deal 
with the carnage wreaked by modern 
weaponry. To help the wounded of both ar- 
mies, Dunant hastily gathered a squad of 
local women, one of whom used a phrase 
which, repeated in Dunant's powerful ac- 
count of the battle, became the guiding 
principle of the Red Cross. From then on, 
"tutti fratelli" meant that the wounded are 
simply brothers, no matter who or what 
they were fighting for. 

So far, so good. But Dunant's dream, to 
quote the title of Caroline Moorhead's 
finely written, thoughtful and well re- 
searched history, was a limited one. He was 
not interested in persuading governments 
to stop fighting wars; he merely wanted to 
help the victims of war. To this day, the 
ICRC remains nervous about straying into 
the political sphere. It makes public pro- 
nouncements only in the most extreme 
cases; and even then its words are anodyne 
and opaque. Caution to the point of timid- 
ity is its watchword. 

Caroline Moorhead boldly starts her 
book at the ICRC's most shameful moment: 
the meeting in Geneva on October 14th 
1942 at which it decided against launching 
a public appeal to stop the extermination 
ofthe Jews. The ICRC had been informed in 
the early summer that the Holocaust was 
about to start, but its members were per- 
suaded to keep quiet in case Switzerland's 
international interests were put at risk. It 
was a defining moment, and the Red Cross 
has been diminished by it ever since. 

This hesitation on the threshold of po- 
litical involvement still characterises the 
organisation. Its “delegates”, or field work- 
ers, are taught, as a matter of faith, that if 
they compromise their objectivity and neu- 
trality, the quiet, dogged, useful work they 
do so well will become impossible. The gov- 
ernments and warring groups among 
which they work will withdraw their co-op- 
eration. And then, the argument goes, ev- 
eryone will be worse off. Better to do a lim- 
ited amount of good than to jeopardise 
everything by aiming too high. 

Despite the personal bravery and com- 
mitment of many Red Cross delegates in 
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the field, aid workers from other organisa- 
tions often regard the ICRC itself with con- 
tempt. It is not so much that it has more 
money than other agencies, or that its offi- 
cials keep themselves to themselves, live in 
better quarters and drive better vehicles; it 
is the ambiguous moral context in which 
the ICRC appears to work, given its willing- 
ness to operate silently with some of the 
world's nastiest regimes. 

The Red Cross justification—that 
collaboration is for the sake of the 
wounded and needy—is more and more 
questioned. When not long ago the ICRC's 
president, Cornelio Sommaruga, said: 
"The world needs an International Com- 
mittee ofthe Red Cross such as it is: neutral, 
independent, mono-national and Swiss," 
his timing was unlucky. His remarks came 
just before a wave of revelations about Swit- 
zerland's record during the second world 
war. Fairly or unfairly, the Red Cross ap- 


proach to humanitarian aid has come to 
seem as compromised as Swiss neutrality. 

Some sections of the Red Cross recog- 
nise a need for change. In Colombia, local 
ICRC officials are not afraid to venture into 
politics. They are one group in the country 
with the moral authority to broker agree- 
ments between the government, the guer- 
rillas and right-wing vigilantes. 

Ifthe Red Cross as a whole were to take a 
higher-profile, more political approach, it 
might better satisfy that universal demand 
for "something to be done". If not, it will 
remain a marginal saver of lives, a useful 
dispenser of bandages and food parcels, 
giving little offence and preserving its own 
bureaucratic rhythms. Will the Red Cross 
takes the bolder course? Caroline Moor- 
head, in her scrupulously judged book, 
thinks not. Great bureaucracies rarely rein- 
vent themselves to that extent, even when 
there is a crying need. 





TT 





Observing Islam 


At the second attempt 


BEYOND BELIEF: ISLAMIC EXCURSIONS AMONG THE CONVERTED PEOPLES. By V.S. Naipaul. Little, 


Brown; 448 pages; £20 


— m is a book about people", its au- 
thor tells us at the outset. "It is not a 
book of opinion" Many Muslims would 
disagree, for V.S. Naipaul has strong views 
about Islam. In Pakistan, lamenting the de- 
cay of ancient Moghul monuments, he re- 
marks: "To the convert his land is of no reli- 
gious or historical importance; its relics are 
of no account; only the sands of Arabia are 
sacred." In Indonesia, he makes the point 
more bluntly. Islamic conversion, he 
writes, is “the most uncompromising kind 
of imperialism”. 

In all four countries he visits—Indone- 
sia, Iran, Pakistan and Malaysia—Islam has 
become inextricably bound up with a sense 
of national identity. In Pakistan, the nation 
itself is rooted in partition and the notion 
of a homeland for Muslims. Iran is an "Is- 
lamic republic", where "the pre-Islamic 
past is irrecoverable". In Indonesia and 


SEPTEMBER 12TH 1998 


Malaysia, Islam is the religion of most of 
the misleadingly-named “indigenous” 
peoples, and a source of tension with non- 
Muslim minorities. 

Yet everywhere the author goes, Islam is 
a foreign import that collides with older 
traditions—Persian Zoroastrianism, for ex- 
ample, or the syncretic Javanese mixture of 
Hinduism and animism. This, he says “is 
the extra drama in the background, like a 
cultural big bang, the steady grinding 
down of the old world.” 

For most of the book, it is the back- 
ground. V.S. Naipaul has a magazine re- 
porters technique. Waiting for an inter- 
view with Ayatollah Khalkhalli, the now 
retired “hanging judge” of the Islamic revo- 
lution, he notes the toothpicks on a lace 
doily on a side-table. As a travel writer, he 
has the talent George Orwell spotted in 
Dickens as a novelist—for unnecessary de- 


THE ECONOMIST REVIEW 


tail, “florid little squiggles”. These can seem 
affected. Cumulatively, they earn the au- 
thor a sort of trust. 

Certainly, this is a book about people. It 
is a series of in-depth interviews—stressing 
personal histories and family back- 
grounds. He cares as much where people 
come from as where they think they are go- 
ing. Some of his subjects are famous; most 
are unknown. Sometimes they spring to 
life; occasionally some lack of sympathy on 
the authors part, rarely made explicit, 
seems to leave them languishing on the 
page. He chronicles an encounter with 
Abdurrahman Wahid, leader of Indone- 
sia’s largest Muslim organisation, yet the 
man that emerges is hard to recognise. 

But this is also a book about an idea. It is 
his second on Islam and on this group of 
countries. The first, “Among the Believers”, 
was based on travels made in 1979-80. In 
the interim, Islam has advanced in all four 
countries. In Indonesia, three of his inter- 
viewees are close to B.J. Habibie, who has 
since become president. One is in the cabi- 
net. Another is his spokeswoman. In Malay- 
sia, one earlier interviewee is now secretary 
to Anwar Ibrahim, then seen as a fiery lead- 
er of an Islamic youth group, now deputy 
prime minister and minister of finance. In 
Iran, the Islamic republic has achieved its 
revolution, and institutionalised itself. In 
Pakistan, the fundamentalists are "still in 
the background, but they pushed and 
pushed, and they always wanted more", 

Theauthor does not conceal his disdain 
for some Muslim practices, notably the 
mistreatment of women and the toleration 
of polygamy (“tomcatting rights", as he puts 
it. But on the whole, he lets his subjects 
speak for themselves, and his readers draw 
their own conclusions. Always his eye is on 
the story, not the message. 

Hence the salacious tale from Pakistan 
of the Nawab of Bahawalpur, who is re- 
puted to have had more than 390 wives— 
the English ones and an Indian harem of 
which the English women were unaware 
until informed by a letter on a silver tray. 
When the army eventually took over his 
palace, they found a collection of about 
600 dildos—“some made of clay, some 
bought in England and battery-operated", 
according to our meticulous reporter. 

How does such a story advance our un- 
derstanding of Islam's role in Pakistan? 
Not much. But isn't it interesting? Some- 
times, one longs for him to step outside his 
narrative and tell us where it is all leading. 
This, after all, is a man who, almost as an 
aside, predicts Indonesia's economic col- 
lapse, which nobody else foresaw. More 
analysis and more prediction would have 
made a better examination of the conflict 
between tradition, westernisation and Is- 
lam that is his underlying theme and will 
be one of the great issues of the 21st century. 
c— — MÉE—H—— ÀLa— MÀ C—— 
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Exotic sports 


Anew angle | 
on Russia's Crisis 


HOOKED: FLy-FISHING THROUGH Russia. By 
Fen Montaigne. Weidenfeld & Nicholson; 
320 pages; £20 


HERE are three layers to a fisherman's 

ambition. First he wants to catch the 
most fish. Then he wants to catch the big- 
gest fish. Finally he wants to catch the most 
difficult fish. 

By his own admission, Fen Montaigne 
had been fishing only for a few years—and 
only once before for Atlantic salmon— 
when he conceived the idea of fly-fishing 
his way across Russia in three months. In 
the early 1990s he had spent three years in 
Moscow as correspondent for the Philadel- 
phia Enquirer, spoke Russian and liked to 
travel, so it is not surprising to find that he 
is more naive about fish than he is about 
Russia. 

The author's jacket photograph shows a 
decent-looking, moustached man in a 
floppy hat, fishing waistcoat and chest 
waders. His plan is to turn up at a town, 
make a few local contacts and ask to be 
shown the best fishing. The sad truth is that 
good fishing is always private, extremely ex- 
pensive or a closely guarded secret. There 
are no exceptions. Even in Russia. 

As he proceeds from Moscow to Mur- 
mansk, to the Volga, then across the Urals to 
Turochak on the edge of the Altai moun- 
tains and from there to Lake Baikal, Ya- 
kutsk and Kamchatka, Mr Montaigne dis- 
covers that as the Russian state 


disintegrates, more and more people are 
making a living from poaching. Any river 
remotely near a road has been netted out. 
The extent of the devastation is alarming. 
Even the rivers of the Kola peninsula, so 
heavily promoted by American and British 
travel companies, now seem under threat, 
with biologists estimating that poachers 
kill up to 50% of the salmon run on the Kola 
River and as much as a third on the Umba, 
Kharlovka and Rynda. 

Naive as he is about finding fish, he 
writes well about the Russians he meets, 
from his friend Yuri Brodsky who has spent 
25 years cataloguing the history of the first 
Soviet gulag on the Solovetsky Islands in 
the White Sea to Fyodorovich, a trapper, 
who survived the camps in Siberia and 
stayed on to live like a hermit in the bound- 
less far eastern taiga. Some regret the pass- 
ing of communism, some do not, but all 
bear witness to a state that has broken 
down in a country too large to control even 
under a tyranny. 

Since perestroika, salaries go unpaid 
for months; dishonesty is the only way to 
survive. If train conductors are not paid, 
then they must sell the tickets themselves, 
and if the ticket inspectors are not paid 
then they must be bribed by the conductors 
and so the circle extends. As a Russian Jew 
called Misha says, "The main thing that 
separates Russia from the West today, and 
perhaps always will, is the absolute lack of 
respect for laws among Russians, the belief 
that laws have no relevance to their lives 
and are not to be followed." Another, a bi- 
ologist, says "We are living in a different 
world. Your people can feed themselves. 
We are on an absolutely different level, the 
way your people were in the last century." 
Coming from a society whose primary con- 





cerns are cholesterol and cigarette smoke, 
the author sometimes strikes a mildly 
Candidean figure. He reminds one that 
male life expectancy in Russia is only 57, to 
which he gets the reply, "Why would you 
want to live longer?" 

If the book is entertaining, it is because 
Fen Montaigne is a better writer than he isa 
fisherman, with a sharp eye for character 
and a gentle awareness of the gulf between 
his world and the one he is travelling 
through. Kit for an American-style fishing 
trip includes Simms Gore-Tex breathable 
Guide waders, L.L. Bean Aqua Sole wading 
boots, three-piece Sage Light Line five- 
weight trout rod, Lamson reel, Joan Wulff 
Triangle Taper floating line and 300 flies— 
total cost: $1,445. The kit for a Russian-style 
trip is two cases of vodka and a net. 





Famous economists 


More morals 
than money 


Two Luckv People. By Milton and Rose 
Friedman. University of Chicago Press; 656 
pages; $35 


USPEND your rational expectations. 

When reading this 660-pager you are 
sometimes reminded of the tale of the man 
who bought a book called *Simmering at 
the CIA" expecting juicy revelations about 
the intelligence services only to find that he 
had purchased a collection of recipes from 
the Culinary Institute of America. 

In a joint autobiography with Rose, his 
wife, Milton Friedman, perhaps the most 
influential economist of his generation, 
turns out to be even more interested in 
morals than money. With nods to his men- 
tors—Adam Smith, a professor of moral 
philosophy, and Friedrich Hayek, the au- 
thor of "The Road to Serfdom"—he says, 
not once but several times, that the main 
justification for the free-market system is, 
for him, not its superior efficiency. It is in- 
stead the system's moral strength. 

He makes the point most emphatically 
when he says that freedom—economic, po- 
litical and civil—is an end in itself, not a 
means to an end. It is what makes life 
worthwhile. He would, he avers, prefer to 
live in a free country, even if it did not pro- 
vide a higher standard of living, than a 
country run by an alternative regime. 

Not that Mr Friedman thinks he will 
ever have to make that choice. The eco- 
nomic as well as the moral superiority of 
free markets is, he believes, *now proven". 
That this is not yet regarded as universal 
truth distresses him, most particularly on 
his visits to Israel. 

There he finds two Jewish traditions 
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still at war: a 100-year-old tradition of belief 
in paternalistic socialist government and 
rejection of capitalism and free markets; 
and a 2,000-year-old tradition, developed 
out of the necessities of the Diaspora, of 
self-reliance and voluntary co-operation, of 
skill in getting around government con- 
trols, of using every ingenious device to 
take advantage of such market opportuni- 
ties as escaped the clumsy grasp of govern- 
ment officials. 

Fortunately, he claims, the older tradi- 
tion is proving the stronger. For in practice, 
and in contrast with the idealistic vision, 
socialism "violates the most basic Jewish 
values": an individual's responsibility be- 
fore God for his own actions; personal 
charity; voluntary community; respect for 
diversity of opinion; an 
abiding faith in reason. 

A younger Milton 
Friedman (he is now 86) 
would have expected all, or 
at least almost all, aca- 
demic economists to have 
come around to his way of 
thinking by now. He sees 
himself as an objective 
scholar and in the earlier 
parts of this autobiog- 
raphy, which loosely takes 
the form of a diary, with 
entries signed Milton or 
Rose, he holds to the view 
that serious scholars in a 
scientific subject like eco- 
nomics are similarly objec- 
tiveand change their views 
in line with the evidence. 

Rose, who sees herself, 
more perceptively, as a 
free-market ideologue, is 
sceptical about scholars' 
objectivity. Along with W.S. Gilbert, she 
would say "that every boy and every gal, 
that's born into the world alive, is either a 
little Liberal, or else a little Conservative!” 
Mrs Friedman is an economist in her own 
right, and confides that she completed a 
draft of a paper on capital theory on her 
honeymoon with Milton. She wistfully re- 
calls the many happy evenings they have 
spent together in front of a blazing fire at 
their holiday home in Orford, New Hamp- 
shire, discussing “a theory of the consump- 
tion function”. 

But, on the basis of this autobiography, 
her interests are less focused than her hus- 
band's. Many of her entries resemble those 
notes that arrive every December telling 
you about the ups-and-downs of the send- 
ers family during the preceding 12 months. 
She tells us about Milton's recovery from a 
by-pass operation, about their daughter Ja- 
net's interest in boys ballooning to rival her 
love of horses, of how their son David be- 
came a devotee of Kipling during his fa- 
ther's year at Caius College, Cambridge. 
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Nonetheless, Milton has gradually 
come to share some of his wife's scepticism 
on the objectivity of scholars. He notes rue- 
fully, for instance, how R.A. Fisher, “the 
great statistician and geneticist”, was not at 
all surprised to be told that Marxist and 
capitalist economists disagreed about the 
simple logical implications of agreed-on 
basic principles. As soon as he knew a visi- 
tors political view, said Fisher, he also 
could predict where he would stand on the 
nature-versus-nurture issue in genetics. 

But how do Milton’s own claims to ob- 
jectivity stand up to examination? He im- 
plicitly sets himself two tests: his strong 
support for Richard Nixon, particularly in 
the 1968 presidential election campaign, 
and his association with the military dic- 
tatorship of Augusto Pino- 
chet in Chile. 

On Nixon, Milton con- 
fesses that in retrospect he 
now questions whether his 
support was justified. Few 
presidents had come 
closer to expressing a phi- 
losophy compatible with 
his own, few if any had 
had a higher 19. But Nixon 
had been a particular dis- 
appointment when, show- 
ing he was prepared to put 
his own political interest 
above the public interest, 
he asked Milton in mid- 
1971 to urge Arthur Burns, 
then chairman of the Fed- 
eral Reserve Board, to in- 
crease the money supply 
more rapidly. 

Milton recalls that he 
protested, saying that 
faster monetary growth 
was not desirable because it would lead to 
later inflation. Nixon agreed, but said it 
would assure Americans that the economy 
was expanding during the 1972 election 
campaign and that he could worry about 
any consequent inflation later. 

On Chile, Milton is still a somewhat 
embarrassed apologist for the military 
junta that overthrew the democratically- 
elected Marxist government. Salvador 
Allende, he insinuates, lacked legitimacy 
because he won a plurality, not a majority, 
of the vote. But is that not also true of Mil- 
ton’s heroine, Margaret Thatcher? The 
Allende government made a mess of the 
economy. Yes, but was the economy not 
also interfered with by the CIA, rrr and 
other foreign interests? At the time China 
was clearly a more repressive state than 
Chile. Yes, but two wrongs ... Mr Friedman 
might be a great economist but he is also a 
highly partisan one and on this, as on so 
much else, he makes Mrs Friedman’s point 
for her. 
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TO ADVERTISE YOUR NEW BOOKS AND REPORTS 
GET IN TOUCH WITH NICHOLAS BEYTS, TELE- 
PHONE: **44 171 830 7000 EXT 1309 E-MAIL: 
Nickbeyts@economist.com 


Natural and Man-Made Fibres in Asia: 
Forecasts to 2005 by CIRFS (Comité Interna- 
tional de la Rayonne et des Fibres Synthétiques). 
Asia is the world’s largest fibre producing region 
and also the biggest consumer. The report 
assesses the future prospects for this important 
market, and looks at the likely impact of the 
Asian financial crisis and the growth of trading 
blocs. Compiled by experts from nine compa- 
nies and organisations in nine countries, the 
report contains data unavailable ere. 
Contact Textiles Intelligence on Tel: ++44 1625 
536136 or Fax: ++44 1625 536137. 


1.1.98 - Tee in the New 
Era: Competing Single Market 
Michael Tyler and Carol Joy. This 
shows how the telecoms industry, essential 
infrastructure for a global economy but never- 


| theless one of the least globalised industries, is 














being transformed into a global Single Market. It 
analyses the new rules of the game, including 
treaties and legislation newly in force in 1998, 
and assesses the implications for competitive 
strategy for both entrants and incumbents. 
ISBN: O 9532323 0 L Tel: «44 171 565 1515 Fax: ++44 
171 565 1516. 

E-mail: info@multiplexpress.com 


Locating Consensus for Democracy- a 
Ten Year US i 


nection between Washington and the American 
people - how it can be bridged practically and 
inexpensively. A boon to policy makers, reform- 
ers and citizens in the USA and emerging 
democracies. Alan F Kay, christened “America’s 
patron of polling” by the Washington Post. Pages 


| 432. US$29.95. Tel: ++1 888 887 OIOL Fax: ++1 904 


826 4194. See www.publicinterestpolling.com 


Solution Engineering Techniques by 
Anthony Crawford or Process Improve- 
ment institute demonstrates continuous 
improvement strategies that focus on process 
solutions and change management. Facilitation 
and teamwork techniques assist business man- 
agers, area personnel and technology integrators 
reinvent work and document designs that can 
be implemented. Reliable approach based on 
excellent results. Case study examples include 6 
plans from industry leaders and reference Craw- 
ford's IBM Canada PMW and JAD classnotes. 
US$34.95 £19.95 360 pages, 128 illustrations, 1 
photographs. 4,000 sold New Edition ISBN 0- 
9698952-8-3 Tel: ++1 905 845 3844 Fax.: ++1 905 849 
0252 E-mail: tony.crawford@sheridanc.on.ca 


Unorganization: Business not Busyness! 

An end to using 19th century systems in the 2ist 
century. Ideas include individuals going from 
rankers to branders by developing lifestreams, 
companies downstructuring and countries 
adopting technological capitalism. Implement- 
ed globally, unorg.com also features 12 language 


| translations. Read FREE-OF-CHARGE. Unorgani- 
| zation; The Business, Global, Political, Individ- 


ual and Personal Handbooks on the Internet at 
http://www.unorg.com 


For more information about the titles supplied 
above, visit the Classified Section on 


The Economist website 
www.economist.com 
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Disputes in economics 


Globalisation and monetary policy are not easy concepts for the layman to 
understand. These books show how they can be made accessible—or not 


GLOBAPHOBIA: CONFRONTING FEARS ABOUT 
Open TRADE. Edited by Gary Burtless, Rob- 

ert Lawrence, Robert Litan and Robert Sha- 

piro. Brookings; 162 pages; $35.95; £41.25 


LEAR, concise and occasionally hu- 
morous (“To those who believe that 
reading a book about economics is equiv- 
alent to swallowing castor oil, we counsel 
patience.”), this is an excellent summary 
of the case for globalisation and the mud- 
dled thinking that lies behind many ob- 
jections to it. 

Written by a top-notch cast of policy 
wonks, this book explains why countries 
benefit from openness and corrects some 
of the most common misconceptions 
about American trade. One is that trade is 
“hollowing out” America since the coun- 
try supposedly exports low-value goods 
while importing high-value consumer 
goods from abroad. In fact, consumer 
goods and cars made up less than 40% of 
American imports in 1996, while highly 
sophisticated capital goods account for 
41% of exports. 

It also rebuffs the critics of 
globalisation, who argue that trade kills 
jobs, suppresses American wages and is 
the sole or primary cause of higher wage 
inequality. The arguments that America 
never plays on a level field and that inter- 
national trade agreements somehow un- 
dermine its national sovereignty are also 
subtly examined and rebutted. 

The book does recognise that there 
can be losers, and its final chapter sug- 
gests policies to address the legitimate 
concerns of, say, displaced workers. Some 
ideas, such as a proposal to introduce 
earnings insurance, are worth developing 
further. Confirmed globaphobes will 
have misconceptions corrected, but their 
doubts are unlikely to be silenced. 





THE GREAT BETRAYAL By Patrick Bu- 
chanan. Little, Brown; 384 pages; $22.95 
MERICA'S loudest protectionist ar- 
gues, in what amounts to a highly 
personal political manifesto, that Amer- 
ica has always been protectionist, but that 
ordinary Americans are suffering and the 
country's sovereignty is being sacrificed 
to modern free-trade doctrines. What is 
needed, he argues, is a new economic 
nationalism. 
The content of Mr Buchanan's prose is 
largely nonsense. The book, though osten- 
sibly about an economic phenomenon, is 


virtually devoid of economics, and the lit- 
tle there is, is incoherent. His history is 
equally flawed. The country did have 
high tariff barriers in the 19th century, but 
italso cheerfully imported foreign capital 
and labour to finance and build the west- 
ward expansion. 

There are also internal inconsisten- 
cies. He suggests, for instance, that protec- 
tionism is economically superior and is 
the foundation of America's greatness. At 
the same time he rails against 


globalisation for emphasising economic 





efficiency too much. "The economy is not 
the country; and the country comes first." 
Yet Mr Buchanan's sermon is worth 
reading. Not only does he give voice to a 
concern about globalisation that many 
Americans clearly feel; his prose is so 
hugely enjoyable. Where else could you 
read: "Like a shipwrecked, exhausted Gul- 
liver on the beach of Lilliput, America is 
to be tied down with threads, strand by 
strand, until it cannot move when it 
awakens.” Or: “Garr was the Magna 
Carta of the multinationals.” If only the 
sensible books were so entertaining. 





THE WEALTH OF THE WORLD AND THE 
POVERTY OF NATIONS. By Daniel Cohen. 
MIT Press; 136 pages; $27.50 


ANIEL COHEN'S book begins as an 

accessible, if intellectual, discussion 
of globalisation but rapidly moves on toa 
far more ambitious canvas, that of what it 
describes as the third industrial revolu- 
tion. 
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Borrowing a phrase from Michael 
Kremer, a fellow economist, he talks 
about the “O”-ring theory. The “O” ring 
was a doughnut-shaped rubber seal 
whose malfunction caused the explosion 
of the Challenger space shuttle. Similarly 
in today’s economy the smallest malfunc- 
tion can put a whole project at risk. Hence 
workers have to be the absolute best, so 
forcing a decline in egalitarianism. 

Assortative matching, where people 
splinter into small groups to achieve max- 
imum homogeneity, is one result. This ef- 
fect, argues Mr Cohen, explains rising in- 
equality. It also paints an extremely bleak 
picture for the less skilled. 

Assortative matching and the splin- 
tering of traditional groups occur well be- 
yond the economic sphere. Mr Cohen dis- 
cusses the trend to assortative matching 
in marriages—where skilled people 
marry other skilled people—and its con- 
tribution to rising inequality. At their 
core, he reckons the problems of factory, 
family and country have similar origins. 
Mr Cohen’s arguments are often hard to 
pin down. But his book is provocative. 


CENTRAL, BANKING IN THEORY AND 
PRACTICE. By Alan Blinder. MIT Press; 76 
pages. $20 


S a former vice-chairman of America's 
Federal Reserve and a top-notch aca- 
demic economist, Alan Blinder is per- 
fectly positioned to explain what central 
bankers can learn from the ivory towers 
and vice versa. His book does just that. 
In three snappy essays, first delivered 
as the Lionel Robbins memorial lectures 
at the London School of Economics, Mr 











Blinder offers some of the best analysis of | 


central banking today. He looks at key te- 
nets such as the importance of central 
bankers' credibility; the issue of policy in- 
struments and targets, and the impor- 
tance of openness. 

Mr Blinder has suggestions and cri- 
tiques for both sides. To central bankers, 
he advocates more rigour in evaluating 
the impact of their decisions through 
greater use of economic models and fore- 
casting. Without attention to the dynamic 
effects of their actions, central bankers 
risk leaving monetary policy too loose or 
too tight for too long. To the academics, he 
offers critiques and suggests areas of re- 
search, such as the impact of the fact that 
most central banks make their decisions 
by committee. To the layman he provides 
a fascinating, if demanding, tour through 
the central issues of central banking. 





10 


SEPTEMBER 12TH 1998 


Mathematicians 


Lost and found 


A BEAUTIFUL MIND. By Sylvia Nasar. Simon & 
Schuster; 459 pages; $25; Faber and Faber 
£17.99 


HE story of John Forbes Nash, who won 

the Nobel prize for economics in 1994, 
is unusual, if not astonishing. As a graduate 
student in 1949, Mr Nash undertook an 
analysis of competition that became one of 
the pillars of game theory. But more than 30 
lost years lay between this honour and the 
time when the work it honoured was done. 
The brilliant mathematician of the 1940s 
and 1950s was destroyed by schizophrenia, 
and re-emerged only in old age, after an 
almost unprecedented recovery. 

There is something familiar 
about the outward shape of his 
journey—glorious rise, disas- 
trous fall, and finally recovery. 
But the extremes it visits 
along the way, from the 
outer reaches of intellectual 
abstraction to the depths of 
a terrifying illness, make it 
unique and barely compre- 
hensible. Treating a life as 
disjointed as this in a linear 
fashion means that Ms Nasar's 
fascinating book has several 
quite distinct sections with differ- 
ent appeals. The first half, covering the 
emergence of Mr Nash's versatile bril- 
liance, is as interesting for its setting and 
supporting characters as for its unappeal- 
ing central figure. Mr Nash's oddities 
seemed then merely an extreme form of the 
adolescent tomfoolery displayed by many 
a precocious, awkward scientific whizz-kid. 

The 1950s in America were rigid and re- 
pressive, but they were also times of tre- 
mendous exploration and optimism. 
Princeton, the Massachusetts Institute of 
Technology and the RAND corporation, 
where the young Mr Nash developed his 
talents, exemplified plenty of the conserva- 
tism of the era, but they also led the intellec- 
tual charge into the future. Ms Nasar's ac- 
count vividly evokes these times and 
places, based as it is on numerous inter- 
views with senior academics who were 
once competitive youngsters, testing each 
others wits in the common room with 
games of Kriegspiel (a version of chess in 
which you do not know where your oppo- 
nent's pieces are). 

The book is often moving. The story of 
Alicia Larde, whose family fled El Salvador 
for Louisiana and who was later to marry 
Mr Nash, is itself a wonderful American 
taleofthe triumph ofan intelligent woman 
in a very male world. The focus on Mr Nash 
tightens after his arrest for homosexuality 
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and the loss of his job at RAND. In the four 
years that followed, eccentricity tipped 
over into insanity; research into prime 
numbers veered off into a paranoid convic- 
tion that numbers held hidden religious 
and political meaning. Even those unable 
to grasp the Riemann hypothesis—the 
mathematical problem in which Mr Nash 
was enmeshed when he went mad—feel 
certain that it is of a different nature to 
sums like "Mao Tse-Tung's barmitzvah was 
13 years, 13 months, and 13 days after Brezh- 
nev's circumcision." Yet for Mr Nash, who 
wrote many such messages on blackboards 
around Princeton, there was a continuity. 
Such ideas as his belief that aliens from 
outer space were ordering him to save the 
world via messages encoded on the front 
page of the New York Times came to him, 

Mr Nash said, the same way that 
his mathematical ideas had, “so [he] 
took them seriously." 

Ms Nasar, not surprisingly, 
does not explain the mystery of 
this link between genius and 

madness. Equally mysterious 

is the gradual remission of 
Mr Nash's illness. The aca- 
demic community treated 
him with humane toler- 
ance, which helped. And Mr 

Nash returned, after many 

spells in asylums, to live with 
his former wife in Princeton, 
where he was free to roam the li- 
braries. When his numerology led 
him to seek the meanings hidden in names 
by converting them into numbers in base 
26 and deriving prime factors, sympathetic 
dons gave him computer time to speed up 
the complex calculations. This process 
seems to have gently guided Mr Nash back 
to the cool clarity of mathematical struc- 
ture. And Ms Nasar reviews his life with 


equal sympathy. 





Middle East on CD-ROM 


Out of date 


AN À-Z OF THE MIDDLE East: A REFERENCE CD- 
ROM. By Dominique Vidal and Alain Gresh. 
Sindibad Multimedia; £19.99 


HO precisely is this written for? It is 

labelled “a reference CD-ROM” for 
“experts, students and those with a general 
interest” in the Middle East but it is avail- 
able only through the publisher. Those us- 
ing it as a reference tool might consider 
themselves short-changed. The 115 entries 
are said to cover “the most important fig- 
ures, events and movements to have 
shaped the region’s history”. But this reader 
found the selection too arbitrary to be reli- 
able. It is strongly slanted to central Israeli- 
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Palestinian issues, with the rest of the Mid- 
dle East getting relatively scant coverage. 

The few “figures” that are written about 
are chosen, presumably, because of their 
part in shaping history. There is nothing 
very up-to-date about them. Nawaf 
Hawatmeh and George Habash, two lead- 
ers of Palestine Liberation Organisation 
factions, get separate entries, but current 
Palestinian leaders, such as Abu Mazen or 
Hanan Ashrawi, do not. Henri Curiel, a 
brave liberation fighter who was assassi- 
nated in 1978, is there but not Muhammad 
Khatami, Iran's president, at the heart of 
the struggle to reshape that country's Is- 
lamic revolution. 

The authors—Alain Gresh is editor-in- 
chief of Le Monde Diplomatique and 
Dominique Vidal writes about Middle East 
issues for the paper—are agreeably opin- 
ionated in their views. Several of their con- 
tributions are stimulating, despite their 
fondness for rhetorical questions and tor- 
tuous phrasing. They hardly struggle to be 
objective. One of their more excitable en- 
tries argues that America's aim in the Mid- 
dle East is to eliminate western compe- 
tition and thus assume indisputable 
supremacy. Well, it's a point of view. 





British empire 


Greedy intrigue 


CLIVE: THE LIFE AND DEATH OF A BRITISH EM- 
PEROR. By Robert Harvey. Hodder & Stough- 
ton; 406 pages; £20 


HARTERED by the crown to do Eng- 
land’s business in Asia, the East India 
Company cut expenses by paying its offi- 
cials a pittance and leaving them to extort 
their own rewards. The British state and its 
agents had intended to exploit, not to im- 
poverish, Bengal; they understood that a 
trading monopoly makes most money 
when both parties have money to spend. 
The company’s servants, with no such ob- 
jective, grabbed what they could with 
greedy competence and armed enforcers. 
Robert Clive was among the greediest. 
Before finishing his service, Clive 
bought an Irish peerage, a brace of English 
palaces and a small posse of Mrs. He is 
chiefly remembered for his defence when 
arraigned before the House of Commons 
for peculation and forgery—all of which he 
had committed, but he got off anyway. He 
spoke of walking "through vaults thrown 
open to me alone, piled on either hand 
with gold and jewels”, then exclaimed: “By 
God, Mr Chairman, at this moment I stand 
astonished at my own moderation." 
Robert Harvey, who worked for The 
Economist until he entered Parliament as a 
Conservative in 1983 (he lost his seat in 


n 


> 


T a a A Sarge 
THE ECONOMIST REVIEW 


1992), admits to a schoolboy admiration 
for Clive, and in the best tradition of his- 
torical revisionism tries to remake him asa 
hero: a tough assignment. Even Lord Ma- 
caulay, the orotund Victorian who thought 
Bengalis “fitted by nature and habit for a 
foreign yoke”, found Clive hard work: 


Hard sell 


.-. in other parts of his life an honourable Eng- 
lish gentleman and soldier, [he] was no sooner 
matched against an Indian intriguer, than he 
himself became an Indian intriguer, and de- 
scended, without scruple, to falsehood, to hypo- 
critical caresses, to the substitution of docu- 
ments, and to the counterfeiting of hands. 


In the shaky business of online marketing, Web pornographers have sev- 
eral tricks to teach mainstream providers 


HE story of “Mike” and “Diane”, two 

out-of-work actors who in July fooled 
the world into thinking they were virgins 
about to share that first special moment 
with an Internet audience of millions 
holds no end of lessons. People are suck- 
ers. Anything with the word “Internet” at- 
tached is automatically news. Editors love 
putting sex on the front page. And the 
cleverest online marketing is to be found 
in Internet porn. 

Sex sells. But as any pornographer—or 
economist—will tell you, it would sell far 
better if there were less of it about. With 
literally billions of body parts 
around and a significant fraction 
of their owners prepared to display 
them for money, the market is glut- 
ted. In the old days it was not so 
easy to get into the porn business: 
one needed a printing press, a 
video production house or a least a 
storefront. Not any more. A website 
and a cheap CD-ROM's worth of the 
usual couplings is enough, as thou- 
sands of entreporneurs have dem- 
onstrated. But getting people to 
pay is another story. The most obvi- 
ous selling techniques are digital 
variations of the old marketing 
chestnuts—free samples in the 
form of hardcore pictures sent to hun- 
dreds of Internet “newsgroups”, divided 
by erotic subspeciality. These were once 
places where connoisseurs could discuss 
the topics such as "restraint" (nothing to 
do with moderation in this context), but 
are now largely catalogues of wares avail- 
able at for-pay websites. This kind of dis- 
tribution costs the vendors nothing, so 
they blanket the netways with explicit e- 
flyers or send junk-mail ("spam") to mil- 
lions of individual e-mail addresses, 
again at little cost. 

Another marketing trick is the bait 
and switch. “Mike and Diane" was a clas- 
sic: the pair promised to consummate 
their love in public view, but actually in- 
tended to charge $5 a person at the last 
minute and then, adding insult to injury, 
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just offer up some safe sex tips and scam- 
per off, still clothed. Their ploy was more 
audacious than most, but false advertis- 
ing is the rule, not the exception, online. 

With hundreds of new pictures added 
to the more popular newsgroups daily, 
each taking as much as a minute to 
download, the need for one-line image 
descriptions puts even the most inventive 
caption-writers under strain. One varia- 
tion is to suggest something illicit with 
the words “Is this legal?" Another is to use 
words like “teeny” and “tiny” to keep 
hopeful perverts clicking. 





Yet a third way to find online porn is 
to seek it out, using the Internet's usual 
search engines such as AltaVista. But type 
in "sex" and you will get more than 10m 
matches. Even something relatively spe- 
cific, such as "foot fetish", generates an 
unmanageable 10,000. Most people just 
click on the first one or two, so the secret 
of successful skin selling is to ensure that 
you are listed ahead of your competition 
by either paying for the privilege or blan- 
keting your site with obvious keywords. 

Once a punter has landed on a 
website, the trick is to keep him long 
enough for the credit card to come out: of- 
fer lots of teasers and promise that harder, 
uncensored stuff lies within. But with an 
estimated 30,000 such sites claiming the 
same, the jaundiced consumer is rightly 


Mr Harvey takes much the same line, 
but equally fails to explain how the conta- 


gion passed from conquered to conqueror. 
Clive learned no vernacular language, and 


his only social relations with Indians were 
with hired women. His first interest was 
bribes for securing military contracts. He 





sceptical. Many sites claim to be 100% 
free, with just one hitch. Supposedly to 
protect young eyes from seeing the siz- 
zling wares within, these sites require that 
you prove that you are over 18 by entering 
a password from one of several “age veri- 
fication” services. In reality, these services 
are just clever ways to spread the wealth. 
For a fee of $20 a year or so, they allow 
access tO many porn sites, thus 
minimising the consumer's risk of disap- 
pointment, and then give the referring 
sites a cut of the proceeds. The only veri- 
fication these sites do is of a credit card 
number—claiming that the American 
courts have ruled possession of a credit 
card to be sufficient proof of adulthood. 

Another way to keep a surfer at a site is 
essentially to take over their screen. Porn 
sites often do this by launching a blizzard 
of windows, advertising banners and 
other on-screen clutter, multiplying the 
temptations to click for more. Even sneak- 
ier, if surfers do in fact click on one of the 
advertising banners hoping to go to that 
site, they are sometimes returned to the 
original site instead. The site owner not 
only keeps the surfer but picks up a bit of 
advertising revenue from the banner 
owner whom he has also duped. 

One might think all this frustration 
would be a quick turn-off, but surfers do 
occasionally conclude that the best way to 
reach sanctuary is to pony up a credit card 
number. Once they have signed up, 
unsubscribing can be virtually impossi- 
ble without legal threats. 

All these marketing tricks may work 
fine in the seedy world of online porn, 
but how many are useful in more conven- 
tional commerce? Surprisingly many. Try 
to find the “unsubscribe” instruction on 
your Internet service providers site. 
Count the number of unsolicited e-mails 
you have received in the past month from 
even reputable merchants. Marvel at the 
pet accessory ads that pollute the cat-and- 
dog newsgroups. And observe the behav- 
iour of even the mighty Microsoft. Try to 
leave Hotmail, an email service 
Microsoft recently bought, and you are 
taken to "Start", Microsoft's main market- 
ing site. Butts-N-Sluts.com did it first. 
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was also a brave if undisciplined soldier, 
and—more important—a lucky one, in 
campaigns that were intricate and packed 
with guile. The British were chiefly inter- 
ested in seeing off the French, who threat- 
ened their monopoly. Indian rulers and 
businessmen, in the disintegrating Moghul 
empire, fought each other for the profits of 
doing business with Europeans, but did 
not much mind which. 

They deployed vast panoplies, more to 
intimidate than to kill. The tiny European 
contingents who became their tactical al- 
lies often triumphed by the skilful use of a 
few mobile artillery pieces. British guns 
won battles for their allies more often than 
their French equivalents. It would be nice 
to know how and why. But Mr Harvey is so 
far above an interest in technology that, re- 
peatedly, he has British infantrymen firing 
rifles in 1752, more than 20 years before the 
word rifle entered the English language. 

He is better at untangling Clive's prob- 
lems at home, where the company's stock- 
holders knew little about India, and were 
largely concerned with ramping the price 
of shares before unloading them (a practice 
Clive keenly imitated as soon as he could 
afford it). A few critics grumbled at his inor- 
dinate self-enrichment, but the main politi- 
cal grievance against him was that by criti- 
cising the company he brought down the 
price of its shares. 

He escaped from his parliamentary or- 
deal with his wings clipped, withdrew to 
one of his vast houses and fairly certainly 
cut his own throat with a penknife. He was 
almost 50 when he went down into his un- 
marked grave, and the fun was over. 

Clive did not, pace Mr Harvey, unite In- 
dia or bring it under British rule. Even Ben- 
gal, which never recovered from his dep- 
redations, has since broken in two. His 
legacy was longer-lasting. Victorian Britain 
reacted to the corruption which his career 
epitomised by establishing government by 
strict regulation, ensuring both that the In- 
dian raj was honestly run, and that enter- 
prise could not thrive there. 





British social history 


Unladylike 


GEORGIANA, DuCHESS Or DEVONSHIRE. By 
Amanda Foreman. Harper Collins; 463 pages; 
£19.99. 

THE GENTLEMAN'S DAUGHTER, WOMEN’S LIVES 
IN GEORGIAN ENGLAND. By Amanda Vickery. 
Yale; 256 pages; $30; £19.95 


OU could describe 18th-century Eng- 
lish womanhood using a pyramid. At 
the top are a few very grand specimens; just 
below—sometimes admiring, occasionally 
despising them—cluster the genteel elite. 
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The vast majority form a supportive base. 

Two handsome books examine the lives 
of the first two groups (the third awaits a 
chronicler). It would have been impossible 
to have got much nearer the top than 
Georgiana, Duchess of Devonshire, with- 
out belonging to the royal family. Her 
young biographer, Amanda Foreman, 
stumbled upon her, by chance, in the 
course of researching a thesis. Increasingly 
beguiled, she eventually abandoned her 
more austerely academic enterprise and set 
out to chronicle the duchess's life. Another 
accident—the death of Diana, Princess of 
Wales—gives her book a curious and unex- 
pected contemporary resonance. 

Georgiana was a direct ancestress of the 
princess. Daughter of the first Earl Spencer, 
she was born to tremendous wealth and 
destined to make a glittering marriage. The 
fifth Duke of Devonshire, scion of one of 
the few English families with more rolling 
acres, resplendent houses and heroic ances- 
try than the Spencers, seemed the perfect 
choice. But, unknown to her, he already 
had an established mistress and needed a 
well-born wife merely to provide him with 
a legitimate heir. This he achieved, but it 
was scarcely a love-match. 

The young duchess was tall, beautiful 
and fashionable. The press jostled to report 
on her clothes, her behaviour, her fearless 
and strongly political opinions. She faced 
out the frightening violence of the Gordon 
Riots; she harangued jostling crowds from 
the hustings in support of the Whigs; she 
was in Paris for the French Revolution and, 
undaunted, maintained a close friendship 
with Marie Antoinette until the latter's exe- 
cution. The luminaries of her charmed cir- 
cle included Fox, Garrick, Dr Johnson, Gib- 
bon and Sheridan. 

In private, she fought against eating dis- 
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orders and, less energetically, against 
a ruinous addiction to gambling. But 
not much about her life was really 
private. Her close relationship with 
Bess, Lady Foster (who was also her 
husband's mistress) excited much sa- 
lacious gossip, while her affair with 
Charles Grey produced a beloved 
daughter, whom she was allowed to 
visit only in the guise of an affection- 
ate and benign godmother. 

Georgiana was clearly a lovable, 
charismatic woman. She was also he- 
roic in her way, particularly in her 
handling of the illness that disfig- 
ured and eventually killed her. Ms 
Foreman, while clearly captivated by 
her, maintains a cool head and an el- 
egant turn of phrase in her sumptu- 
ously produced, accurate and emi- 
nently readable biography. 

Georgiana also makes an occa- 
sional, suitably lofty guest appear- 
ance in Amanda Vickery's book “The 
Gentleman's Daughter". The kind of 
woman busily making a life for herself in 
the class below the gentry enjoyed gossip 
about the duchess, but tut-tutted at her 
rumoured adulteries and the over-elabor- 
ation ofher coiffures, particularly when she 
was seen abroad with "a wax kitchen-gar- 
den on her head". Their own overriding 
concerns were with the domestic duties 
that, of necessity, preoccupied them. 

Ms Vickery has studied several net- 
works of such women in the north of Eng- 
land, and their voluminous correspon- 
dence provides the raw material for her 
book. She refutes long-cherished theories, 
like the (male) notion that women were in- 
creasingly delicate, hysterical and trapped 
within the home. She also scotches the pe- 
culiarly offensive idea that the death of a 
child was somehow less heart-breaking in 
the days when consumption, smallpox and 
diphtheria raged unchecked: then as now, 
infant mortality provoked, as one mother 
put it, “a species of savage despair". 

And a sense of failure, for it was a wom- 
an's duty to provide effective medicine for 
her household. Elizabeth Shackleton, a cen- 
tral figure in this book, took this even fur- 
ther, dispatching bottles of her celebrated 
anti-rabies potion all around the country. 
Mrs Shackleton was a compulsive diarist 
who recorded every detail of her exhausting 
life. From her we learn of the complex de- 
mands of provisioning a respectable house, 
the problems of staffing it and the despair 
engendered by marriage to a drunken and 
violent man. One night after he had beaten 
her she wrote, tersely, “pritty Matrimonial 
comforts, god Bless and help me". 

Ms Vickery's book is a fascinating com- 
pendium of stories, anecdotes and charac- 
ters, giving a broad and busy picture of 
daily life. Its glory is in the detail, as re- 
ported, for example by William Ramsden, 
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doting husband of the unsinkable Bessy. 
While adoring her “Deary” and her clutch 
of “Lambkins”, Bessy would cheerfully 
leave them all at home if she fancied a night 
out. “Tonight, Forsooth,” William told poor 
Mrs Shackleton, “she is frolicked away to 
the play.” 





Irish verse 


A carter's trophy 


OPEN GROUND: PoEMs 1966-96. By Seamus 
Heaney. Faber & Faber; £20; 496 pages 


EAMUS HEANEY was born the eldest 

son of a Northern Irish Catholic family 
of nine, and brought up on a remote farm 
in County Derry during wartime. His father 
was a farmer and cattle dealer. Unlike the 
son, the father was not profligate with his 
words. The atmosphere of that household, 
and the sense of security it afforded him, 
are beautifully captured both in his first 
two books of poetry, and in the speech he 
gave in 1995 when, following W.B. Yeats, he 
became the second Irish poet this century 
to accept the Nobel Prize for Literature. His 
speech is published in full at the end of this 
book as a fitting conclusion to a selection of 
the poetry he has written over the past 30 
years. But why is this book not called a *col- 
lected poems" when it clearly deserves the 
title? Well, sometimes poets are touchy 
about such things. The very word might 
suggest—or even hasten on—imaginative 
closure, the certain knell ofthe passing bell. 

Seamus Heaney's description of his ex- 
periences of his earliest years in that 
speech—how local life absorbed him in its 
every sensual detail; how it seemed curi- 
ously ahistorical and even asexual, a sure 
emotional proof against the influences of 
the outside world—offers a clue to his great 
strengths, and some of his limitations, as a 
poet. 

The poet's story began in 1966, with the 
publication ofa collection called *Death of 
a Naturalist". He was 27 years old at the 
time. This book was remarkable for the way 
in which it carried over the physical reality 
of the ever-turning cycles of rural life—how 


the child's fingers were peppered with 
thorn pricks from all that blackberry-pick- 
ing, palms as sticky as Bluebeard's; how he 
would stumble, and sometimes fall, in the 
hobnailed wake of his father driving the 
horse-plough across the field. There is so 
much to smell, taste, see, feel in this book 
that the senses are almost glutted on it all. 
And what does the poet, he who can only 
absorb through the senses and merely de- 
scribe, see as his role amidst all this muck- 
ing and tending? It is to Show a somewhat 
similar fidelity to the notion of hard work, 
though his tool is certainly not a spade. “Be- 
tween my finger and my thumb/The squat 
pen rests./T'll dig with it...” 

Cut to nearly 30 years later, and to one 
of the concluding poems of the book, 
“Whitby-sur-Moyola”, a brief tribute to 
Caedmon, a man often described as the fa- 
ther of English poetry. Caedmon too is the 
“perfect yardman", according to the poem, 
unselfconsciously toiling with his “full 
bucket/and armfuls of clean straw ...” Ru- 
ral toil remains the real, honest work, that 
which best represents the idea of honest lit- 
erary labour. 

But Mr Heaney grew to maturity during 
some of the bloodiest years of the Northern 
Irish troubles, and the question which also 
needs to be asked of him—as poet and 
man--is what sort ofa witness did he prove 
to be? And how did the burden of it all 
shape his own vision of poetry's potential- 
ity? The answer to these two questions we 
find in the selections from some of the later 
books represented here—"Wintering Out" 
(1972), "North" (1975), “Field Work" (1979), 
"Station Island" (1984) and *The Haw Lan- 
tern" (1987), for example. In the first, he pas- 
sionately debates the nature of political dis- 
possession through an exploration of 
language; in other, later books, he comes 
out more stridently against the evils men 
do to one another in the name of tribal pu- 
rity: "it is the drums preside, like giant tu- 
mours," says a poem about the Lambeg 
drummers of Tyrone. 

But this kind of direct talk is not entirely 
characteristic. He is generally much more 
oblique in his approach to the political re- 
alities of Ireland; and he also constantly 
questions that obliquity, that "tact", of his, 
that constant refusal to deliver those 
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mighty hammer-blows of rhetoric for 
which his great Nobel predecessor was so 
renowned. 

In returning to that soft sofa in the rural 
parlour, he has not leaped forward techni- 
cally or thematically. Unlike Yeats as he 
grew older, Heaney is not forever reinvent- 
ing himself as a poet, discovering fresh 
truths about his own talents. Indeed, his 
current stance seems to be that of the older 
and wiser commentator upon that which 
has gone before, the somewhat sedentary, 
quasi-philosophical muser. 





Broadway musicals 
Side by side 


STEPHEN SONDHEIM:A Lire. By Meryle Secrest. 
Knopf; 461 pages; $30. 
RICHARD RODGERS. By William Hyland. Yale; 
384 pages; $30; £19.95 


INALLY, here is a biography of the musi- 

cal-theatre colossus Stephen Sondheim 
that is informative and perceptive rather 
than a plodding “and-then-he-wrote” chro- 
nology or fannish piece of unvarnished 
adulation. Meryle Secrest conducted mara- 
thon interviews with the composer-lyricist, 
as well as with dozens of his friends and 
collaborators. 

Mr Sondheim had what seems to have 
been an archetypal well-off, secular-Jewish 
upbringing on Central Park West in the 
1930s. But being the only child of battling 
parents, who were also often absent, set the 
stage for a young adulthood that was bril- 
liant, creative, touchy and full of conflict. 
His mother never forgave his father for run- 
ning off with another woman when Ste- 
phen was eleven. The son’s relationship 
with his mother was also strained, and de- 
cades later he did not attend her funeral. 

These personal anxieties paid off hand- 
somely in one way, though. Mr Sondheim 
has not so much revolutionised the Broad- 
way musical as brought it in tune with late 
20th-century angst. Gone is the cheery 
1940s optimism or upbeat social comment 
of Rodgers and Hammerstein shows. And 
the theatre world’s admiration for his 
thoughtful, clever and often chilly style 
means Mr Sondheim can choose his own 
unusual projects, bookwriters and even 
producers. All relish the chance to work 
with a man interested in the musical pos- 
sibilities of a bloody Victorian melodrama, 
Commodore Perry’s opening-up of Japan 
or a pointillist painting by Georges Seurat. 

A well-trained composer (one tutor was 
a serialist, Milton Babbitt) who admires 
Maurice Ravel and Aaron Copland, Mr 
Sondheim is not a popular Tin Pan Alley- 
ist nor a natural melodist. His meticulous 
lyrics reflect a delight in mathematics and 
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About Heriot - Watt University 
Heriot - Watt was originally established 
in Edinburgh, Scotland in 1 1821. Today, it is 
widely regarded as one of Europe's 
pre-eminent research, scientific, and 
technical universities. More than 9,000 
students study on the 380 acre campus for 
their Bachelor's s, Master's and Doctorate 
degrees in business, science, engineering, 
computer science, and allied fields. 
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European universities. There are no papers, 
assignments, or thesis, only a final 
examination for each course. You decide 
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puzzles, a maze of precisely chosen words 
and phrases, with internal thoughts often 
expressed in ingenious internal rhymes. 
Such heady, plot-driven songwriting has 
produced few hit-parade toppers, possibly 
because these no longer come from Broad- 
way, as they did until the 1960s when rock 
took over from popular music. His most 
recognisable hit song is the wry "Send in 
the Clowns", from one of his relatively rare 
Broadway financial successes, "A Little 
Night Music" (1973). 

Unlike other gay theatre songwriters, 
like Lorenz Hart or Noel Coward, Mr 
Sondheim seems not to favour writing gen- 
eral-purpose love hits. His ambivalence in 
many areas—he subjected himself to years 
of psychoanalysis—has led to a certain reti- 
cence, but also to his classic 1970 musical 
"Company", a perplexing and personal 
study of romantic non-commitment. Cole 
Porter advised him early in his career to ex- 
tend the endings of his songs. Today Mr 
Sondheim goes even further, allowing long 
musical scenes to soar. But few listeners go 
around humming, for example, the bril- 
liant encounter between John Wilkes 
Booth and Lee Harvey Oswald from the 
1991 "Assassins", a lethal revue-sical about 
presidential killers and wannabes. 

Ms Secrest's biography makes clear that 
MrSondheim's great mentor and surrogate 
parent was Oscar Hammerstein II, this cen- 
turys foremost Broadway librettist. His 
thoughtful and fatherly tutelage of a raw 
talent set the Sondheim motor whirring, 
leading to such early triumphs as the lyrics 
for "West Side Story" and "Gypsy", and his 
first complete score, for *A Funny Thing 
Happened on the Way to the Forum". After 
Hammerstein's death, Mr Sondheim even 
got to work with Richard Rodgers, leading 
to his observation that while Hammerstein 
was a man of limited talent but infinite 
soul, Rodgers had limited soul and infinite 
talent. 

William Hyland's new biography of 
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Rodgers, contrastingly, offers little fresh in- 
formation about its difficult, prickly sub- 
ject, whose own 1975 autobiography is con- 
stantly cited but insufficiently developed. 
Written in a dry, State Department-like 
manner—Mr Hyland once had a top job 
there and later edited Foreign Affairs, 
which is not about holiday flings—this the- 
atrical profile hardly glitters, and its study 
of the sensational 18-year collaboration 
with Hart, before the gear-switch to Ham- 
merstein and “Oklahoma!” in 1943, seems 
comparatively undernourished. Perhaps 
someone like Ms Secrest ought to begin im- 
mediately interviewing Rodgers’s family 
and surviving colleagues. 





Novels about Africa 


Paint it black 


THE CATASTROPHIST. By Ronan Bennett. Head- 
line Review; 312 pages; £14.99. 

RULES OF THE WILD. By Francesca Marciano. 
Jonathan Cape; 224 pages; £15.99 


NES says a catastrofista is Italian for 

someone for whom no problem is 
small—"Nothing can be fixed, it is always 
the end." It is the name she gives to James 
Gillespie, a writer who loves Ines and fol- 
lows her to the ex-Belgian Congo. It is 1960. 
The Congo is pitched suddenly into inde- 
pendence, provoking a civil war which de- 
fined horror in Africa for decades after- 
wards; a good moment for a catastrofista. 

Ines, daughter of an Italian partigiano, 
is the opposite of a catastrofista. She be- 
lieves all problems can be solved by the 
doctrines of Karl Marx and has committed 
herself—and her journalism—to the strug- 
gle for African freedom. She is a true be- 
liever for whom Patrice Lumumba, the win- 
ner of the country's first election, is a 
saviour. Gillespie, older, more sensitive 
and sceptical, feels doubts and profes- 
sional disdain for her one-sidedness. 
"When she writes—is this allowable in a 
journalist?—it is not primarily to inform 
her audience, but to touch them" he says. 
Mr Bennett's hero knows what he is 
against; tyranny, corruption and cruelty. 
But he is not for anything. He cannot be. He 
knows, he says, there are deeper things be- 
low "from the dominion of hesitation”, Yet 
he is taunted by the suspicion that his de- 
tachment is inhuman. 

As he confronts the corpse of an ac- 
quaintance beaten to death by soldiers he 
asks: "Does a man die at your feet, your 
business is not to help him, but to note the 
colour of his lips." 

One certainty he holds is his love for 
Ines, despite constant self-reproach that it 
will never work, that her starry-eyed ideal- 
ism is repugnant and dishonest and that 


she does not have the capacity to return 
that love. His love is fierce, physical, as com- 
plete as her faith in her politics. As the 
ghastly events in Congo unfold she be- 
comes more committed, more combative. 
He wants to take her away from horrors nei- 
ther of them could do anything about and 
give her safety and domesticity. She de- 
spises his defeatism and cowardice—and 
his friendly relationship with the local ciA 
chief. 

Mr Bennett raises poignant questions; 
what is selfishness? His desire to save Ines 
from this cynical and brutal world or her 
self-gratifying politics? As the relationship 
dies each accuses the other of selfishness. 

Eventually Gillespie's pursuit of Ines 
draws him into the politics. He is asked not 
only to take sides but to save the man who 
has replaced him as Ines's lover. Selfless- 
ness? Heroism? He performs his task bit- 
terly riven with jealousy, taunting the man 
he saves. For this he lands in the torture 
chamber of the central police station 
threatened with death and badly beaten up 
by the security men. Mr Bennett builds the 
moral choices balanced precariously on 
doubt and entwined with ambiguity. The 
climaxes are chilling; understated, fo- 
cussed tightly, and infused with irony. 

Africa of that period is drawn percep- 
tively, the author catches the sound of the 
white colonialists who refer to Africans as 
macaques (monkeys) and the ridiculous Af- 
rican politicians who dress in top hats and 
leopardskins and promise European jobs, 
houses and wives for all. The suggestion 
that Lumumba would have given himself 
up for the sake of his wife and child is not, 
when you put the book down, convincing 
but it works in this context. 

On the other hand, Stipe—the murder- 
ous CIA man—is based with little disguise 
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on Laurence Devlin, the CIA station chief of 
the time who helped “save” the Congo for 
the West by abetting the overthrow of the 
Russian-backed Lumumba and bringing 
Joseph-Désiré Mobutu to power. 

In some beautifully controlled, tense 
scenes, reminiscent of Graham Greene's 
bad men, Stipe is portrayed as thoughtful, 
even sensitive and likeable and a loyal 
friend to Gillespie. His brutal betrayal of 
Gillespie is all the more poignant. 

"Rules of the Wild", which is also partly 
about a journalist in Africa, is as crude and 
one-dimensional as "The Catastrophist" is 
subtle and rich. It is about the Nairobi 
whites today, the successors of the Happy 
Valley crowd of the 1930s and 1940s who 
have discovered that Kenya is still a 
playgound and quite a cheap one (except 


for 9995 of Kenyans). In this novel they 
screw around, take drugs and aggrandise 
their hedonism by convincing themselves 
they are living on the edge ofthe horrors of 
Rwanda or Somalia. They aren't. "Let's be 
honest about it," begins one chapter, "this 
is a story about white people in Africa . . .we 
don't have African friends here . . .” 

There are no Africans other than porters 
in beautiful Africa, and no real characters 
that are likely to engage readers in this 
novel. Francesca Marciano, a former jour- 
nalist, does have one or two nice conceits: 
she describes the Nairobi whites in terms of 
a colony of apes, roaming the plains of East 
Africa, grooming and squabbling, hunting 
and copulating. At the end of the day, 
though, this novel is Mills and Boon in the 
Masai Mara. 





French fiction 


Stress the negative 


HERE was a time when the 

typical literary novel in 
France was so abstract and spare, 
so anchored in the author's inte- 
rior life that it was often impossi- 
ble to tell what the book was 
about, let alone discover any- 
thing so vulgar as a story. As if in reaction, 
many of today's French novelists seem to 
take inspiration from carnage on the eve- 
ning news or from the more depressing ar- 
ticles in Le Monde Diplomatique. 

As the season of big French literary 
prizes approaches, one favourite is Jean- 
Christophe Rufin, a writer of many talents 
who has already made a name with books 
about international relations and humani- 
tarianism. His latest novel, “Sauver Ispa- 
han" (Rescuing Isfahan) is the second in a 
series written in the style of Diderot and set 
in a curiously modern-feeling 18th century. 
(The first, "L'Abyssin", was reviewed in 
these pages in June 1997). 

The hero, Jean-Baptiste Poncet, is a dip- 
lomat, traveller and adventurer. This sec- 
ond novel finds him in Persia, where he is 
preparing to rescue Jurmi, a Protestant 
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friend held prisoner in Russia. 
Before Poncet can embark on this 
mission of mercy, he is ap 
pointed much against his will to 
be personal physician to the King 
of Persia and cannot leave the 
royal palace. So as to escape, he 
fakes his own death and adopts several 
new identities that enable him to travel to 
Russia by way of Armenia and back again 
through Afghanistan. As borders dissolve 
and one disguise succeeds after another, 
Poncet's appetite for the freedom of invisi- 
bility grows. Fact and fantasy constantly 
merge in this novel but its story is almost 
always followable because it unfolds, quite 
literally, like a map. 

For Lyonel Trouillot, travelling also in- 
volves a kind of liberty. He chooses an “ex- 
otic” setting in the Caribbean, but avoids 
the fictional vice you could call travel- 
agentry. In “Rue des Pas-Perdus” (Waiting 
Street), three voices recount a horrendous 
massacre in Haiti. The first belongs to an 
old madam sitting in her brothel doorway, 
the prophet and inheritor of unending vio- 
lence. The second voice is a postman who 
remembers his first awkward 
night with a woman who has de- 
nied herself love; while the third 
is a taxi driver who, to survive the 
massacre, escapes to the very 
bowels of the island. In their ex- 
perience of abomination, all 
three are affected forever by the 
madness of its perpetrator, Hai- 
ti's leader. 

The massacre will jolt readers 
expecting a picturesque Carib- 
bean. Instead, it serves as a warn- 
ing not to look for the ideal in the 
unfamiliar. "Truly" the novel 
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says, "there is no more and no less wind 
here than elsewhere, no more and no less 
love here than elsewhere, no more and no 
less bribery here than elsewhere, only a big 
misery which inclines to cooled off meta- 
phor, to verbosity à la sauce magique." 

Jean-Claude Izzo, a journalist and 
scriptwriter, draws for his latest crime 
novel, "Solea", on the bright lights of Mar- 
seilles and dark media revelations about 
the Mafia's penetration of France. Among 
other sources, an endpaper to this pocket- 
book thriller cites Le Monde, Libération 
and a United Nations report on the global- 
isation of organised crime. Babette, a young 
journalist, has investigated the Mafia only 
to see her lover, a Roman lawyer, hideously 
murdered. She flees for safety to the French 
Cévennes with her researches on five 
diskettes. Fabio, the Philip Marlowe-like 
anti-hero, is a disillusioned ex-cop and a 
former lover of hers. Ruminating about his 
failed affairs, he lives alone in Marseilles, 
comforted by a few ill-sorted friends, who 
are nastily stalked by a mobster baddie ea- 
ger to locate Babette (and surprisingly igno- 
rant when it comes to disk-copying). 

"Solea" reads as if it yearns to be a film. 
Yet it works also as a novel. Its narrative 
structure is conventional—the girl's trials 
and tribulations, the cynic with a soul who 
has lost faith in the world, and the elo- 
quent, cold-blooded thug—but within 
these confines the characters have a shape 
of their own and the dialogue is refresh- 
ingly sharp. 

Linda Lé is one of the most highly re- 
garded voices in contemporary French 
writing and, curiously, one of those who 
keeps closest to its modernist traditions. 
She sets her latest novel, "Voix" (Voices), in a 
mental asylum, an appropriate setting in 
which to document a crisis of paranoia. As 
the main character describes her reality, she 
reveals the torment her disorder causes her 
and her carers. 

A more literal writer could have made 
this a harrowing account of mental illness 
seen by a sympathetic observer. But the 
novel is written in the first person, making 
it pointless to try to keep track of anything 
resembling the truth. That the roots of the 
narrators obsessions are never revealed 


Rufin. Gallimard; 512 pages; FFr130. 


RUE pes PAs Perpus. By Lyonel Trouillot. 
Actes Sud; 160 pages; FFr89. 


| Sort By Jean-Claude Izzo. Gallimard; 
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SAUVER IsPAHAN, By Jean-Christophe | 
| 
| 


256 pages; FFr41. 

Voix. By Linda Lé. Christian Bourgois; 60 
pages; FFr70. 

FRAGMENTS D'UNE REVOLUTION. By 


Sébastien Doubinsky. Actes Sud; 142 
pages; FFr78 
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will further frustrate attempts to under- 
- stand the heroine from the outside. The one 


certainty is the inevitability of solitude, a 
theme that will be familiar to anyone who 
knows Ms Lé's previous novel "Les Trois 
Parques" (The Three Fates). 

Sébastien Doubinsky’s “Fragments 
d'une Révolution" (Fragments of a Revolu- 
tion), returns to the world of newspaper 
headlines, albeit rather yellowed ones. 
Middle-aged Lorenzo is cosily retired and 
living in Denmark with a wife and child, 
when a German anarchist newspaper asks 
him to revisit his radical youth. 

On April 2nd 1969, you learn, a group 





NXIETY seeps through the bestseller 
lists in France and Germany this au- 
tumn. As our lead book review this month 
argues, death and dementia have become 
to the 1990s what sex was in the 1960s—a 
whole new world. Top of the fiction list in 
both countries are books about doctors 
and hospitals. These are.not how-to-im- 
prove-your-health guides, but, in Ger- 
many a whodunnit about a nun sus- 
pected of bumping off hospital patients, 
and in Francean account of life in a small 
provincial town as seen through the eyes 
of the local doctor. 
To help speed recovery, continental 
readers prefer fiction that is both foreign 
and escapist. The French translation of 
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take by force a local television station on 
the Mexican-American border. Lorenzo 
was part of this group, as were Sven, a Dan- 
ish theology student; Ira, a Polish poet; and 
Marco and Patricio, nicknamed the “An- 
dels of Death". What drove them to this dan- 
gerous, foolhardy mission? A conviction 
that they were fighting for justice. The story 
retraces a failed struggle and the lasting 
marks it has left on Lorenzo and his com- 
panions. "Fragments d'une Révolution" is 
not in the running for any ofthe big literary 
prizes, but it deserves mentioning if only 
for its strengths as a page-turner with be- 
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lain Pears's magnificent and complicated 
Oxford mystery, "An Instance of the Fin- 
gerpost"—already an unlikely airport 
bestseller in America—fills both require- 
ments admirably as does "The God of 
Small Things". In Germany, John Gris- 
ham is at number three and Ken Follett 
just one place below. But the autumn's 
most talked-about scary foreign writer is 
Richard Preston, a former New Yorker re- 
porter. Preston's first book, "The Hot 
Zone", described how he traced the root of 
the deadly Ebola virus to a mountain cave 
on the Kenya-Uganda border, so it is 
hardly surprising that his first venture 
into fiction should have New York imper- 
illed by biological warfare. 





led by the three Rivas brothers had tried to lievable characters. 





Caribbean massacre, Mafia mayhem, 
clinical madness and failed leftism. In 
turning to reality, the shared world that 
these French novelists depict and people 
with characters is hardly inviting. It may be 
coincidence or a skew in our sample, but 
the tone of these books is distinctly pessi- 
mistic. Flight to fantasy Mr Rufin suggests 
as an answer: “...a big, a true lie,” says one 
of Poncet’s dupes, “... makes us equal of 
gods.” An attractrive thought. But even 
Poncet’s alluring escapades come at the 
price of solitude. 





But it is in the non-fiction lists that the 
worry-worms really come into their own. 
In France, former jailbird minister and | 
football-team owner Bernard Tapie | 
wants to convince the public he is not as | 
corrupt as they might think. Antoine | 
Gaudino, Serge Hallimi and Pierre | 
Bourdieu take the people's side, applying 
their eggheads to the future of neo-liberal- 
ism, the court system and the media. 

They have even bigger worries in Ger- 
many. Gunter Ogger agonises over—and 
analyses—what he believes to be his coun- | 
try's decline, and comes to some startling | 
conclusions. Machiavellian — Harriet 
Rubin looks at how women can make the 
most of manipulation. Germans worry 
most about their spelling, though: "Die 
deutsche Rechtschreibung" is still top of 
the list. 
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Robert C. Pozen 


“This book brings an 
invaluably stimulating 
international perspective to 
the study of mutual funds. 
Through cases and other 
materials, it explores the 
various constraints on 
transferring successful 
practices in the mutual fund 
business from one country 
to another. It is essential 
reading for anyone deeply 
interested in global investing." 
— Jeffrey E. Garten, Dean, 
Yale School of Management 
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own investment 
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of today's key economic, social 
and policy issues. Because to 
fully understand and debate 
today's complex issues, we 
believe that you need more 
than simply statistics. 
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Measuring Bu Performanc 
Assessing future pitonninca bis an 
increasingly important role in business 
management. This new book illustrates 
different types of measurement and their 
roles, and presents a framework for 
organisational thinking in this area. 

New title, published October 1998. £20.00. 


Numbers Guide 

For everyone who aspires to use and 
communicate effectively with numbers. 
Besides pointing out common errors, it 
explains techniques for solving problems, 
analysing information and making business 
decisions. 

Published June 1997. £16.99. 


Gt ide to the E ipean Un ion 
The best- sailing uide to how the EU has 
developed and how it works. Essential 
reading for anyone who sees their future 
in the EU or who does business with 

EU countries, 


New edition, published August 1998. £20.00. 


S style P " G u 
Originally written for Economist journalists, 
the Style Guide will enlighten and amuse, 
while helping you to write clearly and 
succinctly. It steers you through the 

vagaries of grammar and spelling, the use of 
punctuation, and the pitfalls of British and 
American English, 

New edition, published June 1998. £15.99. 
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Desk Compa 

This unique reference work shows you how to 
measure, convert, calculate and define 
practically anything. 

New edition, published May 1998. £27.50. 


Guide to Analysing Companies 

There are many ways to analyse a company's 
performance from available information. 

This handbook highlights the elements that 
really matter. Invaluable for investors or 
competitors who want to make an informal 
judgment about a company. 

Published October 1997. £20.00. 


Going Digital 

Computers and telecommunications are 
helping to create a new industrial revolution. 
These selected surveys from The Economist 
discuss their dramatic effects on modern life, 
from shopping to home entertainment and 
medical science. 

New edition, published October 1998. £20.00. 


Improving Marketing Effectiveness 

Full of invaluable nsehts into current 
marketing methods, it also contains a unique 
1998 survey of marketing tools to help 
managers at every level plan the most 
effective marketing strategies. 
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All set for independence? 


EDINBURGH 


It is becoming conventional wisdom that the new Scottish parliament will 
simply be a stepping stone to eventual independence. Don't bank on it 


T HE polls from Scotland this week once 
again made gloomy reading for those 
who want to prevent the break-up of Brit- 
ain. A poll by ICM asked people whether in 
areferendum, they would vote for indepen- 
dence for Scotland—51% said Yes. NOP re- 
ported a similar-sounding result—50% for 
independence. On September 10th the 
Scottish National Party (SNP), the standard- 
bearers of the independence movement, 
promised that if it gained a majority of the 
seats in next May's elections for the new 
Scottish parliament, it would start negotia- 
tions for independence immediately. 

For seasoned watchers of the Scottish 
political scene, the growth in the momen- 
tum of the independence movement has 
been startling. Over the past 20 years, sup- 
port for independence has rarely got above 
a third of the electorate. Now the indepen- 
dence movement seems to have moved up 
to a new level of support. 

This was not what Tony Blair and the 
Labour Party had in mind when they 
staged a referendum on setting up à Scot- 
tish parliament. The hope was that once 
Scots had more control over matters like 
health and education, independence senti- 
ment would wane. Tory warnings that 
devolution would actually encourage the 
break-up of the United Kingdom were dis- 
missed as scaremongering. 

But, faced with the recent opinion polls, 
many commmentators on the left, as well 
as the right, are now accepting that the UK 
may indeed break up. This month Jona- 
than Freedland wrote in the Guardian of 
the "aura of inevitability" that Scottish in- 
dependence was now acquiring. A couple 
of months earlier John Lloyd had written in 
the New Statesman that "Scotland's inde- 
pendence is almost inevitable" So is it 
really only a matter of time before Scotland 
breaks away from the union with England 
and Wales, forged in 1707? 

Actually, the polls are far less clear-cut 
than they may appear. While it is certainly 
true that plenty of polls have shown a ma- 
jority in favour of Scottish nationhood, dif- 
ferent pollsters get different answers—in- 
cluding a rejection of independence— 
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depending on the question they ask. 

This week’s polls illustrate the point. 
The 1CM poll gives supporters of indepen- 
dence a 13-point lead over supporters of the 
union, the NoP poll shows only a 5-point 
lead. The difference is that NOP's question 
spelt out that independence meant Scot- 
land becoming "separate from the United 
Kingdom". Independent is a word that 
seems positive and hopeful; separate 
sounds rather gloomy and anxiety-induc- 
ing. Emphasise that independence in- 
volves separation (as any half-competent 
No campaign would) and support for inde- 
pendence falls. In May, System Three 
found that 58% of Scottish voters wanted “a 
Scottish parliament but with Scotland re- 
maining part of the United Kingdom"; and 
only 34% wanted “an independent Scot- 
land separate from the United Kingdom". 

As a result, “separate” is a word which 
the snp has worked tirelessly to expunge 
from the lexicon of Scottish political de- 
bate, believing that it carries false impres- 
sions ofan isolated and lonely Scotland. In- 
deed, one of the reasons that the party 
switched in the 1980s from opposing mem- 
bership of the European Union to being in 
favour was that it enabled it to rebut the 
charge of separatism. 

Yet the exact nature of the indepen- 
dence Scotland might get is still fuzzy. 
Within the Yes camp there are enormously 
varying views of what independence might 
be like; ranging from a robust Norwegian- 
style go-it-alone economy, operating out- 
side the EU, to a Luxembourgeois-style 
country closely integrated into the EU, 


Questionable questions 
Opinion polls, May and June 1998 


Which of these options do personal 
sonde dcn ooo acd of mr BIA 


A Scottish parliament but with Scotland 
remaining part of the United Kingdom 58% 


An independent Scotland separate from 
the United Kingdom 








heavily linked to, and dependent on, its big 
neighbours. 

John Curtice, professor of politics at 
Strathclyde University, says that polls con- 
sistently show that the apparently conflict- 
ing ideas of a strong Britain and an inde- 
pendent Scotland are in fact equally 
popular with voters, provided British 
strength allows for Scottish autonomy. So, 
just as the polls have taught the SNP to 
avoid the word "separate", the Labour Party 
is also tailoring its language. In a speech on 
September 11th, relaunching the Labour 
Party in Scotland, Donald Dewar, the Scot- 
tish secretary, will speak of a *strong Scot- 
land in a strong Britain", thus hitting both 
buzz-phrases at the same time. 

Mr Dewar's speech is intended to set 
out the way in which the Labour Party will 
create a distinct programme for Scotland. It 
will play to Scottish pride in their institu- 
tions and to Scottish feelings of being dis- 
tinct and different from England—pledg- 
ing, for example, to go further than Mr 
Blairs government in England in giving 
communities power over local services. Mr 
Dewar will promise to give full rein to Scot- 
tish distinctiveness, without going through 
the costly business of breaking up Britain. 

Labour certainly needs to freshen up its 
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== scum 

BRITAI 
image in Scotland, which has been dogged 
by a series of local sleaze scandals. This 
week the party had to cope with the embar- 
rassment of expelling Tommy Graham, the 
MP for Renfrewshire West, who was ac- 
cused of conspiring against his colleagues. 

Thecorpulent, bellowing features of Mr 
Graham on television, combined with the 


poll numbers on independence, seemed to 
make this another bad week for Labour. But 


buried in the polls is more encouraging 
news. It is clear, for example, that Scots give 
a much lower priority to further constitu- 
tional upheaval than they do to getting 
more jobs, better schools and better hospi- 
tals. And Labour has also regained the lead 
from the sNP in the race for next May's elec- 
tions. The past year has shown that Scottish 
independence is no longer far-fetched. But 
itis also far from inevitable. 





Football 


The cult of the true fan 


Whyis the government so alarmed by Rupert Murdoch's bid to buy Manches- 


ter United? 


HERE was no disguising the anxiety 

with which the Blair government 
greeted the news that British Sky Broadcast- 
ing had put in a bid to buy Manchester 
United, Britain's biggest football club. The 
morning the bid was announced Tony 
Banks, the sports minister, assured the pub- 
lic that "there will be alarm bells ringing" 
in the corridors of power. 

Why? Forget the heavyweight issues of 
competition policy that will be the subject 
of any inquiry. The real reason for the Blair 
government's nervousness is that the Man- 
chester United bid highlights the tension 
between the prime minister's twin desires 
to be both friendly to big business, and to 
be the People's champion. 

Mr Blair has always been careful to be 
seen to be keen on football, the people's 
game. Every now and then he appears on 
television and radio shows to comment 
with surreal earnestness on the fortunes of 
the English team, or Newcastle United, the 
club he claims to support. 

Identifying with the average football 
supporter must have seemed like a harm- 
less way of burnishing Mr Blairs populist 
credentials. But in an age in which football 
is an increasingly big business, this strata- 
gem has thrown up unexpected complica- 
tions. Many people on the left are senti- 
mental about football clubs, in the way that 
they were once sentimental about mining 
communities. Both are perceived as work- 
ing-class institutions with their roots deep 
in local communities. 

Earlier this year the Fabian Society, a 
venerable left-wing think-tank, issued a re- 
port on the future of football, which hailed 
the game as an ideal vehicle for commu- 
nitarian values, since “victory can only be 
achieved by working together, individual 
effort serves the collective good.” It urged 
the government to ensure that football re- 
mained the people’s game, and to curb the 
forces that threatened to turn it into just an- 
other branch of big business. 

If these concerns had no resonance, the 
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prime minister could safely ignore them. 
But, in fact, there is evidence that some foot- 
ball fans are concerned about “commer- 
cialisation” of the game. The complaints 
are varied: more and more live games are 
shown on pay-Tv; the price of replica shirts 
is high and the price of tickets at the biggest 
clubs has been rising relentlessly. In defer- 
ence to these concerns, the government set 
up a football “task force” last year to look 
into complaints that working-class fans are 
being priced out of the national game. 

Mr Murdoch’s bid for Manchester 
United heightens these concerns, particu- 
larly since it was swiftly followed by news 
that Arsenal, England's second biggest club, 
is involved in talks with Carlton, a London- 
based television company. Man v's inde- 
pendent supporters' association has been 
vociferous in opposing Murdoch's bid. Mr 
Murdoch, it complains, has no feeling for 
the club's history or traditions. It is all the 
more awkward for Mr Blair because many 
of his colleagues in the Labour Party have 
long been uncomfortable 
about the prime minister's de- 
termined efforts to build a 
cordial relationship with Mr 
Murdoch—a man they regard 
as the union-busting epitome 
of soulless global capitalism. 
Will the people’s prime minis- 
ter really let this hated tycoon 
take over the people’s game? 

The Murdoch bid must 
first be referred to the Office of 
Fair Trading, and then per- 
haps to the Monopolies and 
Mergers Commission. But the 
final say on the takeover will 
lie with the secretary of state 
for trade and industry, Peter 
Mandelson. Mr Mandelson is 
already making suitably sol- 
emn noises. It would be more 
refreshing if he were coura- 
geous enough to point out 
that much of the thinking be- 


hind this footballing communitarianism is 
completely bogus. 

If there ever was a halcyon period when 
football teams were genuine reflections of 
the communities whose names they bear, it 
is long gone. Even the celebrated Manches- 
ter United team of the 1960s relied heavily 
on players from Scotland and Ireland. It is 
also a long-standing joke among British 
football fans that the supporters of Man- 
chester United come from anywhere but 
Manchester. 

Indeed, well before Mr Murdoch ap- 
peared on the scene, Manchester United 
had become a byword for crass commer- 
cialisation. No team has changed its strip 
more frequently, or marketed itself more 
relentlessly. The megastore at the club's Old 
Trafford stadium is full of glassy-eyed teen- 
agers, flicking listlessly through racks of 
replica shirts. 

If the communitarians are to be be- 
lieved, all this is a gross betrayal of the *true 
fan". But if fans really objected to the com- 
mercialisation of their beloved sport, they 
would presumably stay away. In fact, the 
opposite has happened. Games at Man- 
chester United, Chelsea and Newcastle— 
the clubs which are most often fingered as 
the most brashly commercial-are now 
much better attended than they were in the 
19705, before the age of satellite Tv and rep- 
lica football strips. 

This is hardly surprising. Going to a 
football match in the 1970s was often a 
squalid and frightening experience. Only a 
madman or a masochist would visit the 
snack bars or the toilets; and football hooli- 
ganism was rife—not least at Manchester 
United. It may now be more expensive to 
go to a football match—but you are more 
likely to get a good view, and less likely to be 
attacked by rival supporters. Roll on 
commercialisation. 
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The monarchy 


In the muddled middle 


With the monarchy, there are really only two options: abolish it, or exploit its 


strengths 


HE modernising meritocrats associ- 

ated with New Labour have a problem 
with the monarchy. They know that heredi- 
tary peerages are indefensible for anyone 
using meritocratic measuring rods, and 
that abolishing them is popular. A heredi- 
tary head of state is also indefensible by 
those measures, but awkwardly the monar- 
chy remains extremely popular. New 
Labours think-tanks are struggling to 
square this circle. The latest to have a go is 
Demos, whose co-founder, Geoff Mulgan, 
works as a policy adviser to Tony Blair. 

In a report released on September 7th 
Mark Leonard (of “re-branding Brit- 
ain" fame) and Tim Hames, a leader- 
writer on the Times, make what they 
claim is a proposal to, you guessed it, 
“modernise” the monarchy. Their 
definition of modernisation takes in 
three main reforms: 

e The removal of all the monarch's 
remaining political (ie, constitu- 
tional) powers, including the royal 
assent to legislation, with the power 
to dissolve Parliament and appoint 
prime ministers going to the speaker 
ofthe House of Commons. 

e The use ofa referendum at times of 
succession. A first. referendum 
would ask the public to approve the 
succession of the heir to the throne 
by a simple majority; if the succession were 
rejected, a further vote would be held on 
the next in line to the throne; if that too 
were rejected, Parliament would then have 
to plan either for a republic or propose an 
alternative heir. 

e The disestablishment of the Church of 
England as the state's official religion, and 
the removal of the monarch's position as 
exclusively the head of that church. 

None of these ideas is original. The idea 
of transferring constitutional powers to the 
speaker, for instance, was advocated long 
ago by Tony Benn; and another left-leaning 
think-tank, the Institute for Public Policy 
Research, made a similar proposal in 1991, 
though it sought to vest the powers in Par- 
liament in general. The least controversial 
of the three, disestablishment, may well 
even be supported by the Prince of Wales 
himself, since he has said that as king he 
would prefer to be "defender of faith" 
rather than “defender of the faith", and this 
idea makes perfect modernising sense 
given that Britain is now much more of a 
multi-cultural and multi-faith society. 

The idea of a referendum, while anath- 
ema to the most emotional monarchists, 
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might also come to be seen by Prince 
Charles or his heirs as being in their institu- 
tion’s long-term interests. The royal family, 
as well as its entourage, have been keenly 
aware for decades that their continued role 
depends on popular support, and referen- 
dums are the most obvious, and objective, 
way to demonstrate it. 

It is with the idea of stripping the mon- 
archy of all its remaining constitutional 
powers that the Demos authors lose touch 
with logic. They want the monarch to be 
purely a symbolic figure. That, essentially, 
is already the case, although by his environ- 


Betty I 


mental activism Prince Charles has occa- 
sionally strayed towards politics, as did 
Princess Diana in her much-lauded cam- 
paign against landmine production. But 
the word “essentially” is important, for al- 
though the monarch is 99% a symbol, the 
remaining 1% is constitutionally vital. As 
head of state, the monarch holds reserve 
powers to reject laws, to dissolve Parlia- 
ment or to reject requests for dissolutions, 
and to appoint prime ministers in the 
event of a hung Parliament. 

Someone, or some institution, clearly 
must hold these powers. In future, if the 
first-past-the-post electoral system is re- 
placed by a more proportional system, 
such powers may become more important. 
Could Parliament, or the speaker, hold 
them, as the rPPR and Demos respectively 
propose? The first answer is that, in princi- 
ple, to give such powers to Parliament or an 
officer of Parliament would be strange: the 
very point of the powers is to control par- 
liamentary excesses, and to arbitrate in the 
event that Parliament is itself unable to 
come to a decision. 

Superficially, giving those powers to 
Betty Boothroyd, the current speaker, or her 
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successors as speaker might seem to get 
around that, since her office is by tradition 
a non-partisan one. Yet as soon as it re- 
ceived those powers it would surely change. 
Competition to be speaker, and to hold 
such power, would become fierce. It is hard 
to imagine a government of one party, with 
a majority in the House of Commons, be- 
ing content to allow its rivals to hold the 
speakership. Sweden is the only one of the 
continental monarchies to have made this 
sort of change. In Belgium, Spain, Denmark 
and the Netherlands the monarch contin- 
ues to exercise these constitutional pow- 
ers—indeed, with proportional electoral 
systems, these monarchs have to be far 
more politically active than Queen 
Elizabeth. 

The second answer returns to the mon- 
archy itself. Part of the reason why it is pop- 
ular is precisely that the queen is not a poli- 
tician, and that this independent, arbitrari- 

ly chosen woman holds a reserve 
power to control politicians' behav- 
iour. It is hard to say whether that is a 
huge part of why the monarchy is 
popular or a small part, but it does 
play some sort of role. Opinion polls 
invariably reveal distaste for the idea 
ofa President Hattersley or Patten, in 
other words a head of state elected 
from among retired or second-rank 
politicians on the German model. 
Take away this reserve power, vague 
though it is and unexercised though 
it remains, and people may reason- 
ably ask what is now the point of the 
monarchy. Is it merely to preserve 
Britain as a heritage park? 
Messrs Leonard and Hames would say 
not. They want the royal family to send 
their children to state schools, to be treated 
in NHS hospitals, and to wear fashionable 
clothes in the manner of Diana. They want 
the monarch to empathise with people and 
symbolise Britain, as well as acting as an 
ambassador at large abroad. Yet these aims 
are contradictory. You cannot be ordinary 
as well as being looked up to: Diana cer- 
tainly wasn't. A monarchy needs some dis- 
tance, some magic, some emotional pull. 

Most of all, though, Britain, like other 
parliamentary democracies, needs a head 
of state in possession of reserve powers to 
check and balance the government. The 
Economist would rather that this were an 
elected president on the German model, 
with the monarchy abolished. But if the 
monarchy is to be retained, it must surely 
retain its reserve powers and its constitu- 
tional role. Hold referendums for its succes- 
sions and disestablish the church by all 
means. But as long as the House of Windsor 
plc remains in the head-of-state business, it 
has to keep an eye on its core competence: 
being born, being non-political, and sim- 
ply being there. 
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UST lately, you may remember, the Conservative Party has 

been "Listening to Britain". Peter Lilley, the deputy leader, has 
visited draughty municipal venues, his well-honed mind open 
as never before, testing the opinions of ordinary people. The 
idea the party wants to convey is that dogmatism was just a 
phase the Tories once went through. They are nowadays will- 
ing—eager, even—to listen before they lecture or legislate. Party 
strategists hope that this will make a welcome contrast: not only 
with the off-putting certainties of their own Thatcherite past but 
also with the bossy Blairite present. 

It transpired this week that there is, however, one debate— 
the one on British membership of Europe's single currency—to 
which the Tory leadership has lis- 
tened quite enough. Here is a sub- 
ject on which William Hague, the 
party leader and don't you forget 
it, has already made up his mind. 
At the end of this month, on the 
eve of the party conference in 
Bournemouth, every member of 
the party will receive a letter re- 
minding them that the party lead- 
er and shadow cabinet have 
agreed to oppose British member- 
ship of the single currency at the 
next election. With the letter will 
be a ballot paper asking simply: 
"Do you endorse the policy of the 
party leadership and the shadow 
cabinet?" Once the party faithful 
have answered in the affirmative, 
says Mr Hague, that will be it. The 
Tory debate on the euro will be 
over, finished, complete, termi- 
nated, forgotten about, consigned 
for at least two parliaments (ie, for 
about a decade) to the dustbin of 
history. It will not be allowed to 
sow dissent at Bournemouth, still 
less to muddle voters at the next 
election. Henceforth there is to be 
no doubt that the Tories are the 
party that believes (as per the title 
of a book by John Redwood, the shadow trade spokesman) in 
"Our Currency, Our Country". Henceforth the Tory Europhiles 
in Parliament, once they are outvoted by a ballot of some 
300,000 party members, will have to shut up. 

You have only to describe what Mr Hague hopes to achieve 
by his pre-conference ballot to see how unlikely he is to succeed. 
Naturally, he will win the vote: the party's membership is not 
famous either for loving Europe or for disobeying orders from 
on high. But that will no more end the Tories’ divisions on Eu- 
rope than did John Major's dramatic "back me or sack me" res- 
ignation of 1995. Yes, the party backed and reinstated Mr Major. 
But it Euro-quarrelled on until the country chose two years later 
to get rid of the whole Tory government. Mr Hague's move 
smacks of similar desperation, but with less cause. At a time 
when the country cares mainly about how Blairdom will cope 
with a global economic storm, and when an opinion poll has 
reported the first big decline in the prime minister's standing, 
up jumps the leader of the opposition to shout "Remember us? 
We're the ones who are still squabbling about Europe." 


MORE ARTICLES ABOUT BRITAIN ARE AVAILABLE TO SUBSCRIBERS AT WWW.ECONOMIST.COM 
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BAGEHOT 


Roll up that map of Europe 
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Maybe Mr Hague knows something the rest of the country 
doesn't about the plans of his Europhiles. He knew that they 
were planning to cause a stink anyway at Bournemouth and 
may have felt that he had nothing to lose by launching a pre- 
emptive strike. But a Eurosceptic mandate from the member- 
ship is not much of a weapon. He can wave it in the face of the 
Europhiles, but they have already promised to pay no attention. 
Pro-European Tories like Michael Heseltine and Sir Edward 
Heath are not fighting for party position and will therefore not 
be cowed. As elder statesmen they will be listened to by the coun- 
try even if the shadow cabinet shuts its ears. Kenneth Clarke, con- 
ceivably still a contender, has no intention of shutting up even if 
the vote goes Mr Hague’s way. 
Why, he asks, should a snap poll of 
activists change his fundamental 
view of the national interest? Mr 
Hague has won the much-needed 
praise of Lady Thatcher, but she 
would still prefer him to rule Brit- 
ain out of the euro forever. 

Some of Mr Hague's lieuten- 
ants compare their leaders move 
with Tony Blair's decisive call on 
Labour in 1994 to delete the hal- 
lowed Clause Four from the party's 
manifesto. The comparison does 
not work. The Labour Party had 
been traumatised by successive de- 
feats and swallowed the Blairite 
medicine as its only hope of resur- 
rection. The Clause Four promise 
to seize the commanding heights 
of the economy had long since be- 
come a symbol rather than a genu- 
ine policy. And Mr Blair had al- 
ready established himself as 
unchallenged leader. 

In Mr Hague's case, none of 
these things applies. He may think 
that by staking out a clear position 
on the euro as early as possible he 
can avoid the appearance of weak- 
ness and vacillation that dogged 
Mr Major. But no matter what he does on the euro, he is more 
than likely to face a challenge to his leadership after the Tories’ 
expected defeat at the next general election. And in the general 
election itself it is by no means certain that Mr Hague's promise 
to rule out British membership for an arbitrary period of two 
parliaments will play better than Mr Blair's promise ofa referen- 
dum as soon as the time is right. The prospect of the euro is un- 
popular in Britain now. But within four months the new cur- 
rency will be up and running in 11 European countries. By the 
time of the election or referendum, whichever comes first, the 
Tories’ insistence on a decade-long pause for reflection may 
have come to look more evasive than bold. 

Above all, Mr Hague has made the mistake this week of pin- 
ning his own stature as party leader on his ability to impose a 
single clear Euro-policy on the Conservative Party. This is pre- 
cisely the feat that eluded both of his better-entrenched prede- 
cessors. With the Conservative Party as deeply divided as ever on 
Europe, its new young leader can stamp his little foot as much as 
he likes and still not end the debate. 
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IHE FUTURE OF COMPUTING 


After the PC 


The personal computer has been king of the hill for 
over a decade. But usurpers are on the march 


HISPER it quietly, the personal com- 

puter—the machine of the 1990s— 
will be entering its twilight years by the be- 
ginning of the new millennium. 

It might be thought absurd to suggest 
such a thing when Microsoft, the company 
whose software has done most to define the 
PC, is about to be hit with the biggest anti- 
trust action for a generation; and when PCs 
have become commodities sold in super- 
markets for little more than the cost of a 
fortnight's groceries. Yet precisely when the 
PC appears to have reached its apogee, its 
days of greatness look numbered. 

Nor is this just the wishful thinking of 
those companies eager to dance on the 
grave of the “Wintel” monopoly. 1DC, a 
forecaster of computing trends, recently is- 
sued a report entitled: “The end of the PC- 
centric era.” The high-tech consultancy 
Forrester Research has similarly declared 
the pc era to be “winding down”. Even Bill 
Gates has expressed the fear that the pc 
might "suffer the death of a thousand cuts". 

Users are not about to desert the Pc alto- 
gether. But many will find that their com- 
puting needs are better met by specialised 
devices and appliances that take advantage 
of Internet standards, the Java program- 
ming language and lots of cheap process- 
ing power. These appliances will offer the 
reliability and ease of use that pcs have 
failed to provide. They will offer access to 





the Internet or connection to a firm's wide- 
area network (WAN). Many will use broad- 
band wireless to provide mobile connectiv- 
ity. They will take a variety of forms: 
television set-top boxes, fixed-screen tele- 
phones, smart mobile phones, handheld 
computers, personal digital assistants 
(PDAS) and network computers (NCS). 

From almost nothing, IDC predicts that 
the sale of such appliances will nearly 
match that of pcs in 2002 and thereafter 
greatly exceed them. From that point on, 
Forrester expects the PC to go into gentle, 
absolute decline. IBM, a likely beneficiary 
thanks to its expertise in computer net- 
works and its big mainframe servers, calls 
the dawning new era “pervasive comput- 
ing”. That is to say, computing that can take 
place anywhere, any time. 

Whereas the PC is a generalist, the 
strength of the new appliances will lie in 
specialisation. Set-top boxes used to decode 
digital broadcast signals will also use a 
handset to provide Internet games, Web- 
enhanced television and home shopping. 
This is not the old notion of “convergence” 
of pc and television, which has always ex- 
cited vendors more than consumers. It is 
rather about unifying digital and interac- 
tive entertainment around the television. 

Fixed-screen telephones will provide 
home banking, e-mail, data from the Web 
and every kind of e-commerce. Mobile 


phones will be a platform for corporate 
sales and service applications, for transfer- 
ring data and for managing company sup- 
ply chains. Ncs and PDAs will give their us- 
ers access to databases and sophisticated 
Java-based business applications with a 
minimum of fuss. Devices inside cars will 
provide traffic information, text-to-speech 
e-mail and send real-time data to sales de- 
partments and fleet operators. 


I love my PC, I love it not 


The rc will lose its status as the universal 
computing solution because of its own 
failings and the promise of new technol- 
ogies. The PC is just too complicated for 
most of the computing that users want at 
home. Applications such as Microsoft 
Word or Quicken are excellent if you want 
graphics-rich documents and sophisti- 
cated financial management. (And people 
who want such things will own at least one 
PC.) But for sending and receiving e-mail, 
playing games or Web-surfing, the PC is 
cumbersome, unstable and slow to boot— 
and usually in the wrong room. 

PC household penetration in America 
seems stuck at about 40%. Not many home 
users approach their machines with confi- 
dence, other than for the most routine 
tasks. When PCs run new applications suc- 
cessfully, most people feel relief and almost 
pathetic gratitude—a standard of reliability 
tolerated in no other consumer product. 

Within firms, the same frustration is 
tinged with urgency. Forrester's Carl Howe 
argues that the PC's one-size-fits-all ap- 
proach to computing cannot satisfy the re- 
quirements of business on the Internet. To 
achieve the "always open" availability that 
e-business demands, functions once per- 
formed by rcs will have to be spun off to 
specialised appliances. Firms will install 
vast storage boxes for holding data and sin- 





tions that require almost no maintenance. 
Users will be able to choose how they con- 
nect to the network from myriad appli- 
ances—from Palm Pilots (see box) to giant 
conference-room computer whiteboards. 

The existing pc client/server model has 
gone beyond its natural limits and the 
mess is evident in nearly every large firm. 
At first the idea of linking pcs in networks 
served by a powerful central computer 
seemed splendid. Users could 
wrest control of their own com- 
puting from central rr depart- 
ments. But it has meant a night- 
mare of complexity and little 
accountability from vendors. 
The PCs much-vaunted adapt- 
ability is partly to blame. Robin 
Bloor, a consultant at Bloor As- 
sociates, says: “The reality is that 
the PC is ultimately inappropri- 
ate for corporate computing. The term pc 
means personal computer and hence per- 
sonal ownership of the device and the soft- 
ware—and personal control.” 

Server-based operating systems (Win- 
dows NT, various species of Unix and main- 
frame operating systems) cannot talk to 
each other. The storage of vital data is in- 
creasingly anarchic. Irving Wladawsky- 
Berger, who heads 18m’s Internet division, 
says that what has been built is the comput- 
ing equivalent ofthe Tower of Babel. 

Equally fundamental, pc client/server 
systems cannot reliably support the WANs 
that big firms use for their private intranets. 
Mr Howe says: “While rebooting once a 
day is a fine workaround for a depart- 
mental application, it falls far short of the 
four-hours-a-year downtime standards set 
by Unix and mainframe systems. On the In- 
ternet, a competitor is just a click away— 
system failure equals lost revenue.” 


Palm springs eternal 


NEW YORK 


PPP 


I: THE personal computer industry has 
a Trojan horse, it may be the Palm Pilot. 
This handheld gadget, which just about 
everybody in Silicon Valley uses, seems to 
depend on the pc: even though people 
can write information into their Pilots us- 
ing its electronic pen, most memos and 
addresses are downloaded on to them 
from a Pc. Yet the leading PDA is now qui- 
etly supplanting the pc. 

The $300 Pilot's two main charms are 
its pocket size and its ease of use. Last year, 
according to Dataquest, more than a mil- 
lion Pilots were sold—over 40% of the 
world market for handheld devices. In 
America the Pilot has around two-thirds 
ofthe market. Now it is pushing harder in 
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The new appliances depend upon 
cheap and powerful processing power. The 
handheld ones of today can nearly match 
the speed and memory of two-year-old pcs. 
But perhaps the decisive factor is the set of 
universal communications standards for 
connecting clients to central servers that 
has been established by the Internet. 

Mr Wladawsky-Berger thinks pervasive 
computing is a technological development 
that is inevitable, no matter what individ- 
ual companies do or how governments leg- 
islate. He compares computing today to 
electricity in 1900. Before the grid, genera- 
tion was local, unreliable and noisy. The In- 
ternet is, in effect, a grid that dispenses 
applications rather than electricity. Thus 
computing based on the Internet is like a 
grid designed to deliver information and 
resources as reliably as power companies 
deliver electricity. 

In Mr Howe's vision, platforms based 


Asia and Europe, the strongholds of its 
two closest competitors, Japan's Sharp 
and Britain's Psion. Mike McGuire at 
Dataquest expects 8m to be sold in 2002. 

The Palm Pilot is becoming ever more 
like a PC: the latest version has a modem 
allowing users to read e-mail. Some 7,500 
independent software developers are 
working on applications that turn Pilots 
into maps, translation devices, pagers, 
miniature Reuters screens and even elec- 
tronic books. Jonathan Glaser, editor of 
Brave Palm, a Pilot fanzine, argues that 
PDAS fill a gap. More and more Americans 
work on the move. “You can't boot up a 
laptop PC while you are walking down 
the street. Nor can you leave iton all day." 


On operating systems are irrelevant. The 












"computing utility" will separate storage 
from servers. Data will be stored in “an on- 
line armoured truck with a mean time be- 
tween failures measured in decades." Inter- 
net protocols will link the storage to servers, 
including some that perform a single task, 
such as running e-mail. Like the devices 
they are connected to, these appliances will 
achieve reliability and lower costs by being 
designed to do only one thing well. 

Who will be the business 
winners and losers from the 
end of the pc era? The biggest 
winners will be appliance gi- 
ants such as NEC, Hitachi, Sony 
and Philips. The hardware-soft- 
ware synergy needed for appli- 
ances plays to their strengths. 
Next-generation appliances 
will look more like stereo equip- - 
ment than computers. More 
than half are likely to be Japanese made. 

In the consumer market, the Japanese 
will also be strong. However, smart tele- 
phones could be dominated by Nokia, 
Ericsson and Motorola, which recently an- 
nounced a joint venture with Psion to es- 
tablish the British handheld computer spe- 
cialis's EPOC operating system as "the 
standard for wireless information devices". 

The most glaring threat is to the PC mak- 
ers. AS IDC Says, any suppliers to the PC mar- 
ket "must develop strategies to participate 
in the appliance segments or risk 
marginalisation." Few seem to be paying at- 
tention. Some are looking at the Windows 
Terminal market—a network computer or 
"thin client" that runs offa version of Win- 
dows NT for servers. Others are sticking 
their brands on PDAs made by 3Com and 
Casio. But most seem to be waiting for 
Microsoft and Intel to give a lead, while 
they concentrate on being profitable in the 


On the consumer side, plans are afoot 
to "Walkmanise" the Pilot, luring in 
younger users. But 3Com, the networking 
giant that makes the gadget, is also push- 
ing the Pilot hard into the corporate mar- 
ket, signing alliances with firms such as 
IBM and Oracle to integrate it into their 
products. Law and accountancy firms are 
issuing Pilots to staff to record billing 
time. A new industrial version will be 
able to read bar codes. | 

The biggest opportunity may come | 
from the PDA industry's convergence with 
mobile phones. The current wireless ver- 
sion of the Pilot is bulky—just as early mo- 
bile phones were. But it will shrink. It | 
does not then take much imagination to. | 
picture people using wireless PDAs to call | 
up bank balances, settle utility bills or | 
process sales orders—all things that, until | 
recently, were the preserve of the PC. - | 
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OMPUTI 
age of the sub-$700 “good enough" pc. The 
danger is that "wait and see" means giving 
up mindshare and market share as appli- 
ances cruise past PCs in five years' time. 

An exception is Taiwan's Acer, which is 
developing a range of digital equipment 
that it calls the xc or application-specific 
computer. Acer has developed five differ- 
ent platforms, bundled with applications 
as users require, from which a variety of In- 
ternet access devices can be spun off. Acer's 
boss, Stan Shih, believes that the PC market 
will ultimately decline. He wants the xc to 
help intellectual property and services re- 
place hardware at the core of Acer’s busi- 
ness. Mr Shih says he has not been so ex- 
cited since he began proselytising for the 
microprocessor 22 years ago. 

For Intel, the problem is not quite so 
acute as it is for some of its customers. Its 
forthcoming 64-bit Merced super-chip will 
power the hordes of big servers that will 
connect to the Internet, boosting its sagging 
profit margins; and it is already active in 
the appliance market. But a slowing and 
eventually declining Pc market will still be 
bad news. Rival chip makers such as Texas 
Instruments and Motorola, which are 
strong in digital signal processing (a tech- 
nology used in mobile telephones that is 
particularly suitable for intelligent appli- 
ances) welcome the chance to compete in a 
market that Intel does not dominate. The 
sheer size and diversity of the chip market 
will allow more than one winner, but mar- 
gins will be as thin as a silicon wafer. 

For software companies there are both 
dangers and opportunities. Margins on 
software embedded in the appliances will 
be skinny. But the rapid growth of appli- 
ances will mean that many more people 
will be doing more computing-related 
things more of the time. Equally positive 
for smaller software firms is that the fastest- 
growing part of this expanded market is 
unlikely to be controlled by Microsoft. 

Suppliers of the business applications 
used by large firms, such as sap and Oracle, 
thrill to the prospect of putting their soft- 
ware on Web-servers and reaching all those 
new users. Oracle's Larry Ellison, in particu- 


A new era dawns 
United States shipments, m 
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lar, is a well-known supporter of the trend 
towards Internet computing. He says: 
"Client/server is an evolutionary dead-end. 
With professionally managed centralised 
servers, for example an applications server 
and a database server, you can make the 
WAN ten times more efficient." 

The latest release of Oracle's range of 
packaged applications will not even run on 
client/server. Oracle's Network Computing 
Architecture (NCA) consists of three tiers—a 
database, an applications server and a thin 
client (an NC, a cheap pc or, indeed, any ap- 
pliance with a Java-enabled 
browser)—all based on In- 
ternet standards. Mr Ellison 
concedes that tumbling PC 
prices have taken the mo- 
mentum out of his crusade 
to put an NC on every desk. 
He is embarrassed to be re- 
minded of his claims of a 
couple of years ago that the 
PC was dead. Yet he main- 
tains that, when customers 
see the reduced costs and 
improved efficiency of NCA, 
"this time they'll get it-1 have never been 
more confident that this time we have 
caught the inflection point." 

Sun Microsystems, another booster of 
network computing, makes a similar point, 
saying: “NCS are not meant to be sold as 
boxes, but as an enabling component in a 
network." Sun is also in a state of high ex- 
citement about Jini, a new technology it 
will release later in the year. Jini, the work 
of Bill Joy, a Sun co-founder and one of the 
fathers of Java, promises to allow comput- 
ing appliances to connect instantly into a 
universal network. Users should be able to 
access whatever processing power or fea- 
tures on the network they need—in effect, 
renting the brains of big computers. 


Barbarians at the Gates 


And then there is Microsoft. A less PC-cen- 
tric’ world is clearly one in which 
Microsoft's dominance will be reduced. 
However, despite the best efforts of Mr Elli- 
son, and the diverging computing needs of 
many big companies, neither client/server 
architecture nor the PC will disappear. After 
all, the mainframe is still thriving. In any 
case, Microsoft seems to be hedging its bets. 
It has just introduced its version of a server 
for thin clients, the Windows Terminal 
Server. For firms that want the benefits of 
network computing without leaving the fa- 
miliar Windows user-interface, it is an at- 
tractive option. 

Microsoft is being much more forceful 
about the underlying software for digital 
devices. It is desperate for its Windows CE 
operating system (the initials ce do not 
stand for anything, the firm says) to become 
the platform of choice for the consumer- 
electronics industry. Jon Roberts, who is re- 
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sponsible for CE's success, says the operat- 
ing system is not a mere subset of Windows, 
but a totally new product. Because it is de- 
signed to be modular, manufacturers can 
decide what parts they want to use, even 
discarding the Windows interface if they 
choose. Mr Roberts claims that the advan- 
tage of CE is that it plugs into a huge com- 
munity of applications developers. 

Despite Microsoft's strength in distribu- 
tion, others are sceptical about cr. Simple 
appliances demand simple operating sys- 
tems. Most appliances will be sold with 
only a few embedded appli- 
cations. The search for 
cheap software will require 
manufacturers to write 
their own programs or to li- 
cense code from little- 
known houses such as 
Wind River or Integrated 
Systems. 

Where CE can score is 
with quite complicated 
handheld computers that 
more closely resemble Pcs. 
The danger for Microsoft, 
however, is that CE becomes a kind of NT- 
lite and so cannibalises much more profit- 
able Windows 98 laptop licences. 
Microsoft has the talent and money, com- 
bined with the strategic readiness of Mr 
Gates to adapt, as he did to the arrival ofthe 
Internet. And even though it recognises the 
importance of the new appliances, the firm 
is not about to abandon the pc. Mr Gates 
knows that, if it is to survive, the PC must 
become easier to use. To that end, Microsoft 
is spending many billions in an effort to 
"humanise the user interface". 

Anything that domesticates the Pc will 
be welcome, but it is unlikely to prevent a 
shift of the kind that so many others are 
predicting. Microsoft is also well aware that 
pervasive computing will, in time, put an 
end to the peculiar circumstances ofthe PC- 
centric world, in which there were huge 
benefits to be gained from having just one 
dominant operating system; and in which 
ownership of the most ubiquitous operat- 
ing system automatically conferred domi- 
nation over the industry. 

Reflecting on the antitrust action 
against Microsoft that he has long called 
for, Larry Ellison grins and shrugs: “I guess 
that maybe the government was five years 
too late" In the new computing world, 
there will be a plethora of operating sys- 
tems and appliances, bound together by 
the common and open standards of the In- 
ternet. Many people will still want PCs for 
their adaptability and for the power they 
put in a competent user's hands. But for 
most people, most of the time, it is likely 
that practical and idiot-proof appliances 
will fulfil not only their needs, but maybe 
even the ultimate potential of computing. 
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When eight arms are 


better than one 


Conglomerates have long been out of favour in rich countries. Should their 
part in East Asia’s downfall discourage them in the developing world too? 


VEN after some streamlining two years 

ago, the Luksic family’s business em- 
pire is baffling. The Chilean conglomerate 
has two main quoted holding companies, 
Antofagasta in London and Quinenco in 
New York. These own stakes in subsidiaries 
that are themselves listed in New York, in 
Santiago, or are private. The group’s assets 
range from Chile’s biggest bank to hotels, 
mining, beer and pasta. 

In the United States, the Luksic group 
might be penalised by investors suspicious 


@of such a ragbag of unrelated businesses. 


Yet the firm is one of the best managed in 
Latin America, and has expanded into 


neighbouring markets including Brazil, Ar- 
‘Jentina and Peru. Since Chile's liberalisa- 


tion two decades ago, the Luksic group has 
handsomely outperformed rivals. 

At a time when East Asia has been 
brought low, in part thanks to the excesses 
of its diversified industrial groups, Luksic 
stands out as a conglomerate that works. In 
South Korea, where the chaebol continue to 
perform awfully (see next page), the govern- 
ment is pushing “big deals” to create fo- 
cused national champions in such areas as 
semiconductors and energy. In Indonesia 
the diversified businesses of the Suharto 
clan have been vilified: their chief synergy 
was the dictator's power. 
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In fact, access to politicians—and thus 
to lucrative contracts, cheap capital and 
monopolies—has always been the raison 
d'étre for many conglomerates in develop- 
ing countries. In East Asia, such cronyism 
has led to disaster. The rich-country ortho- 
doxy that conglomerates are inherently in- 
efficient has never seemed stronger. 

Which is why Luksic and other Chilean 
conglomerates are worth noting. Chile is 
hardly a place where conglomerates can 
thrive on cronyism. The country is not no- 
tably corrupt, its capital markets are rela- 
tively open, and the elimination of monop- 
olies, regulations and tariff barriers began 
earlier and has gone further in Chile than 
in almost any other developing country. 

Yet even after this liberalisation, Chil- 
ean conglomerates have continued to do 
better than more focused rivals. Tarun 
Khanna and Krishna Palepu of Harvard 
Business School have looked at the perfor- 
mance of 120 firms, some focused and 
some part of groups, that together make up 
a big chunk of Chile’s economy. They found 
(after controlling for variables such as in- 
dustry, size and so on) that big diversified 
groups have, since liberalisation, consis- 
tently outperformed focused rivals on ac- 
counting tests such as returns on assets (see 
chart), as well as on stockmarket perfor- 
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assets of the biggest conglomer- 
ates in Chile was 13.9% in 1988, 
against only 3.5% for focused rivals. 
Even as late as 1996, after two decades of 
liberalisation, conglomerates retained the 
edge: their average ROA was 8%, compared 
with 5.2% for other firms. 

Chile is not alone. Brazil may not be as 
far along in its liberalisation, but it still has 
successful firms such as Vicunha, which 
started as a textile maker and now controls 
CSN, a big steel maker, and CVRD, one of the 
world's richest mining companies; 
Vicunha also has interests ranging from 
mobile telephony to pulp and paper. In In- 
dia, Tvs Ayengar, a conglomerate with arms 
in such different areas as motorcycles, 
chemicals and textiles, has outperformed 
rivals since the start of liberalisation in the 
early 1990s. Mexico's Grupo Carso, run by 
Carlos Slim, had political links with the rul- 
ing Salinas family. That clan has been 
shoved out of power, yet Carso flourishes— 
with well-managed firms in telecoms, In- 
ternet services, retail and finance. 

What explains this outperformance? 
One point to note is that the law is not the 
only institution that is weak in many devel- 
oping countries. Capital, labour and prod- 
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uct markets rarely function as smoothly as 
in the rich world. Conglomerates rise, and 
flourish, partly because they are better able 
to cope with such failings than are smaller, 
more focused rivals. 


Conglomerated 


A good example is the underdevelopment 
of financial markets. Thanks to poor ac- 
counting, inadequate disclosure rules and 
inexperienced analysts and fund manag- 
ers, investors will lend to most emerging- 
market firms only on highly unfavourable 
terms. They much prefer bigger firms with 
recognised names—which, in most emerg- 
ing markets, means conglomerates. Ri- 
cardo Hausmann, chief economist at the 
Inter-American Development Bank (rps), 
believes that so long as capital markets re- 
main underdeveloped, diversified groups 
act as a sort of internal capital market by 
farming out funds to divisions and, espe- 
cially, by financing entrepreneurial ven- 
tures. Investors have better information 
about groups than about unknown entre- 
preneurs, and big firms may be keener not 
to risk their reputation by cheating them. 

Diversified groups have extensive dis- 
tribution and supply networks, which can 
be much more important in emerging mar- 
kets, with their ropey infrastructure, than in 
developed ones. Hindustan Lever, the In- 
dian subsidiary of the Anglo-Dutch con- 
sumer-goods giant Unilever, has mastered 
the complexities of distribution in India. 
The firm delivers its products reliably to 
tens of thousands of retailers, many as 
small as a street-corner betel-nut vendor. It 
has diversified into products not even of- 
fered by its parent, and is now one of 
Unilever's most successful divisions. 

Labour-market failings also favour 
diversified firms. In Argentina and India, 
for example, it is hard to sack anybody. 
Though all suffer, big groups can at least 
shuffle workers around between their divi- 
sions should they need to shut a plant. Jef- 
frey Garten, of Yale University's business 
school, points also to the lack of indepen- 
dent management education as a reason 
why potential managers in, say, South Ko- 
rea tend to join a group that will train 
them—and turn them into company men. 

Shoppers in a developing country with 
meagre consumer-protection laws will 
also, rightly, be especially suspicious of a 
new product from an unknown firm. But 
they might trust one from a known brand 
name—even if it is known for unrelated 
products. Brazil's Globo, a media giant, has 
used its brand to get into telecommunica- 
tions. Across Latin America, firms with a 
brand in other fields are entering the new 
market for private pension funds. 

When emerging markets are volatile, 
conglomerates may have another advan- 
tage. Terry Sigler of Flemings, a British in- 
vestment bank, has studied the stockmark- 
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et performance of firms following Mexico's 
devaluation of 1994-95. Big conglomerates 
did much better than focused rivals follow- 
ing the country's catastrophic recession, 
partly thanks to their access to export mar- 
kets and partly because of their very diver- 
sity. He says that "in times of crisis, emerg- 
ing-market conglomerates should 
command a premium". 

Asian governments, under pressure 
from the IMF and western management 
consultancies to reform their economies, 
are keen to break up conglomerates or force 
them to sell businesses. Action is obviously 


needed where conglomerates have a 
monopolistic hold or where corruption is 
the norm. But it may be a mistake to at- 
tempt to banish conglomerates altogether. 
Better to deal directly with the lack of trans- 
parency and cronyism that the conglomer- 
ates exploited—and which in places such as 
South Korea greatly weakened them. As the 
economy develops, the market can decide 
how rapidly the conglomerates’ premium 
should disappear—if it disappears. After 
all, though diversification is ill-favoured in 
rich countries, a conglomerate called GE is 
still one of the world’s most admired firms. 





South Korea’s exports 


Boom? What boom? 


SEOUL 


Exporting your way out of trouble is harder than you might think 


REDE (and common sense) sug- 
gest that a sharply devalued currency, 
such as South Korea's, should trigger a 
boom in exports. This is because the prices 
and costs of producing exports are lower 
when measured in foreign currencies. 
Mention this to bosses at Hyundai, the gi- 
ant South Korean car maker, however, and 
they would be baffled. 

After years of double-digit annual 
growth, Hyundai's exports fell by some 10% 
in dollar terms in the first half of 1998—and 
by only a bit less when measured by vol- 
ume. And that does not allow for a crip- 
pling strike in August, which affected 
nearly a month's worth of sales. South Ko- 
rea's total automotive exports are down 
nearly 5% by volume, and twice that mea- 
sured in dollars, according to the Korean 
Automobile Manufacturing Association. 





The disappointment is not restricted to 
the car industry. South Korea is Asia's third- 
biggest exporter after Japan and China. 
And though its currency has fallen further 
than most in Asia, the Korean Interna- 
tional Trade Association (KITA) reckons 
that the value of exports will shrink by 5- 
10% in the second half of the year, leading 
to the first annual fall since 1958. 

In part, this is because volumes always 
take time to adjust to lower export prices 
after a devaluation. This means that the ini- 
tial impact of a falling exchange rate is to 
cut the value of export receipts. Overall ex- 
port volumes in South Korea are still grow- 
ing—although even that growth is slowing 
(see chart on next page). That said, South 
Korea’s exports have been weaker than 
Mexico’s after its financial crisis of 1994. 
Moreover, firms are interested in the dollar 
value of exports, because many pay their 
creditors and their suppliers in dollars. 

Why have South Korea’s exports been so 
disappointing? A big explanation is the 
simultaneous collapse of regional markets. 
Before the crash, nearly half of South Ko- 
rea's exports went to Asia; this year its Asian 
exports have shrunk by nearly 3096 in value. 
The decline of the yen has hurt, both be- 
cause it has depressed demand from Japan 
and because Japanese exporters are now 
more competitive. Meanwhile the world 
prices of many of the standard industrial 
products that South Korea specialises in 
have been falling rapidly. The prices for 
memory chips, computer monitors, hard- 
disk drives, chemicals, plastics, fibres and 
steel are all at or near record-lows. 

To add to the misery, the devaluation 
has caused all South Korean companies, in- 
cluding many big exporters, huge financ- 
ing problems. Their foreign debt has be- 
come cripplingly expensive. South Korean 
banks have come under pressure to im- 
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BILLION-DOLLAR IDEA 


Cash in on the hottest American business leads — 
right down to the names and numbers of the people 
to contact — first thing every Monday morning. 


one is launching the next huge 
money-maker. 

It could be a multinational corporation 
masterminding an ingenious way to 
foster customer loyalty, as Robert 
Crandall did with American Airlines’ 
groundbreaking frequent-flyer program. 
It could be a regional retailer turning a 
generic everyday commodity into a 
habitual gourmet indulgence, as Howard 
Schultz has done with Starbucks coffee. 
Or it could be a brainy kid in a college 
dorm room, the next Steve Jobs, Bill 
Gates or Michael Dell, fast at work on 
designer DNA, a  wvoice-activated 
wristwatch PC, or (who knows?) a 
molecular food assembler — one for 
every kitchen! 

Sure, you'll hear about the next billion- 
dollar idea sooner or later. Like a pebble 
tossed into a pond, news of it will ripple 
outward and around the world, carried to 
Europe, Asia and Latin America by the 
general media, the Internet, the business 
grapevine. In a few months or years, 
you'll know not only who created that 


Q^ ia in America today, some- 





brilliant idea, but what other businesses 
have since tapped it for their own gain. 

By that time, you won't exactly be 
ahead of the trends. Much less "in the 
money." 

Here's a better idea. Start every week 
with American Business Weekly. This 
remarkable new service, created 
exclusively for international business 
executives, is like having your own 
intelligence team in the United States 
scouting out the best new products, 
management concepts, marketing ideas 
and technological breakthroughs. And 
faxing or e-mailing them to you first thing 
every Monday morning. 

American Business Weekly consists of 
four short pages. Packed with valuable 
information, but succinct enough to read 
over a cup of coffee. 


Transferring Great Ideas 
Clearly, great American ideas can begin 
anywhere. Thats where American 


Business Weekly really shines. No other 
source so concisely summarizes the best 


ADVERTISEMENT - 





ideas from all 50 states. Its editorial staff, 
headed by Michael Healey, analyzes 150 
U.S. newspapers and magazines, 
monitors dozens of Internet news 
groups, and scans countless press 
releases, books and industry reports. 
Information that just isnt available 
abroad. 

Not only that, but American Business 
Weekly even caps each story with the 
relevant company name, contact person, 
and phone number and/or e-mail 
address. Want to license, invest in or 
learn more about a particular idea? You'll 
get the information you need with a 
quick call. 

Healey, a seasoned business journalist, 
knows he's writing for a tough crowd. 
"My readers are extremely busy" he 
stresses. "Time is money, and they want 
information they can grasp and apply 
immediately." 

His top priority is uncovering ideas that. 
are "transferable" — that is, with a little 
imagination, they can be transferred to 
any business. A classic example is 
American Airlines’ frequent-flyer 
program, which went on to inspire 
loyalty programs in businesses ranging 
from bakeries to ski resorts. 

Aging baby boomers, in fact, "are 
driving some of the most revolutionary 
thinking on earth,” says Healey. 
Advances in the field of aging read like 
science fiction, between the unraveling 
of the human genome, new areas of brain 
research and the emerging field of 
telomere manipulation, which could 
extend the human life span well beyond 
120 years. 

But even without such breakthroughs, 
the worlds elderly population is 
exploding. What unmet needs will 
emerge? New product designs, housing 
arrangements, health care philosophies, 
media formats, financial venues and 
management practices, to name a few. 

Be the first to know about them with 
American Business Weekly. 

“You never know what the next billion- 
dollar idea will be,” says Healey. “The 
possibilities are endless — a great new 
snack food, pocket video-conferencing 
PCs, space vacations — even virtual 
reality ‘mind travel!” He laughs, 
conceding that some ideas may seem far- 
fetched. “But history goes to show: 
‘crazy’ American ideas spawn profits all 
over the world.” 

American Business Weekly, delivered 
via fax or e-mail every Monday morning, 
costs just $9.55 per week (billed 
annually). Comes with a complete 
money-back guarantee. 

Fax order to 202/337-9189 or mail to: 
American Business Weekly, Dept. 2WJ8, 
1101 30th St. NW, Washington, DC 20007. 


The power to create value 





l6 billion in sales. 
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Chemical Holding Company 
(Egyptian Joint Stock Holding Co.) 


In Cooperation with the 


Privatization Project 
Led by the Transaction Manager 


ARTHUR ANDERSEN 


Announces 


The sale of 90 percent interest in 
the issued share capital of 


National Paper Company 


To a strategic or group of investors 


Background 


A major portion of the Government of Egypt's (“GOE”) 
Economic Reform and Structural Adjustment Program is to 
encourage the private sector to increase its share in investment 
and production by privatizing government-owned enterprises. 
The sale of the National Paper Company (“the Company”) is 
part of this process. 


The Company was established in 1934 and is the second largest 
paper producer in Egypt. The Company manufactures and 
markets a wide range of paper products including kraft, kraft 
fluting, kraft liner, carton and duplex, printing and writing paper 
and plans to start production of cement bag kraft paper in 1999. 


The Company has six production mills producing over 50,000 
MT of paper per year with an installed capacity of 124,250 MT 
per year. Production facilities are located at El-Tabia near 
Alexandria. The Company’s turnover in 1997 was 
approximately LE 81 million ($ 24m) and profit after tax and 
extraordinary items of approximately LE 12.8 million ($3.7m). 
The Company is wholly owned by the Chemicals Holding 
Company (“CHC”). 


Further Information 


Copies of the Bidding Instructions (including terms & 
conditions) and Information Memorandum may be purchased 
from the CHC starting 22nd September 1998 from 8.30-15.00 
hrs (local time) except weekends (Friday) and public holidays, 
for LE 2,000. Recipients will be expected to complete a pre- 
qualification and confidentiality letter prior to the receipt of 
these documents. The documents will be available at the 
Chemicals Holding Company address set out below. 


Bids will be due by 12.00 hrs (local time) on 16th November 
1998. The CHC reserves the right at any time to vary or modify 
the timing and structure of the sale process upon notice to 
Qualified Bidders and reserves the right to reject any or all bids 
at any time in its absolute discretion. Visits to the Company will 
be arranged by appointment with the Holding Company, from 
12th September 1998. 


For further information, please contact: 


Bill Fielding or Eng. Fathalla Kamal 
Privatization Project - Arthur Andersen 
World Trade Center 

1191 Cornichu El-Nile Street 

Cairo, Egypt 

Tel: (20-2) 579-0971 

Fax: (20-2) 773983 


or Eng. Mohammed Adel El Mouzy 
Chairman of the Board 
Chemicals Holding Company 
5 Talombat Street, Garden City 
Cairo, Egypt 
Tel: (20-2) 355-4006 
Fax: (20-2) 355-7475 











REPUBLIC OF GHANA 
MINISTRY OF WORKS AND HOUSING 


Lease Contracts 1 & 2, for the Operation, Maintenance, and 
Management of Urban Water Supply Systems in the Republic of Ghana 


INVITATION FOR PREQUALIFICATION 


The Ministry of Works and Housing in the Republic of Ghana invites interested and 
suitably qualified International and Ghanaian firms to apply by way of completion and 
submission of pre-qualification statements to establish their capability for the operation, 
maintenance, and management of selected urban water supply systems in various locations 
in the Republic of Ghana 


The country's urban water supply systems have been grouped into 2 Lease Contracts. The 
two lease contracts are: 


Lease Contract |: 28 water supply systems located in the Greater Accra, Volta, Northern, 
Upper East and Upper West Regions in Ghana - pop. 3.5 million. 


Lease Contract 2- 73 water supply systems located in the Central, Eastern, Western, 
Ashanti, and Brong Ahafo Regions in Ghana - pop. 3.9 million. 


Pre-qualified firms will be invited to bid in the first quarter of 1999 


Pre-qualification is open to private firms and voluntarilyy formed joint ventures from 
cligible source countries as defined in the Guidelines for Procurement under IBRD Loans 
and IDA Credits. A minimum requirement for qualification will be to have successfully 
managed and operated a water supply system of similar scope for at least 10 years. 


Applicants may obtain the pre-qualification documents by calling. writing, faxing or 
e-mailing 


The Co-ordinator 

Water Sector Restructuring Secretariat 
E4 Leslie Crescent, Labone Estates 
P.O. Box M43 

Accra, Ghana 

Tel: 233-21-763648 

Fux: 233-21-763649 

E-mail: wsrsi@)ghana.com 


The request must clearly state “Request for Prequalification Documents for Lease 
Contract for the Operation, Maintenance and Management of Urban Water Supply 
Systems in the Republic of Ghana”. The Documents are available for a non-refundable 
fee of $200. The Water Sector Restructuring Secretariat will promptly dispatch the 
documents by courier, but under no circumstances will it be held responsible for late 
delivery or loss of the documents. 


The closing date for the submission of completed application is October 31st, 1998. 


Beat the two-bag limit. 


Our Traveler's Litigation 
Bag is made with our 
Flexible Unwreckable™ 
frame to double as your 
laptop bag. Inside the 

19" bag, our Insiders™ 

dividers protect your 
laptop and organize A4 
and letter-size papers 
vertically side by side mak- 
ing space for an extra shirt. Our 22" 
bag (the largest carry-on size) holds your laptop, letter- 
size folders and binders vertically side by side, and two 
shirts, and a suit wrinkle-free (in our Suitfolder). We make 
hard-working travel goods for frequent business travelers 
and sell direct to you. Please call for our free catalog. 


Walnut or black leather 19x 13x 8" $795. 22x 14x 8" $1,050. 
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prove their capital-adequacy ratios. In turn, 
they have tightened credit, calling in loans 
and refusing to honour the letters of credit 
that exporters use to finance production. 

The top five conglomerates, such as 
Samsung, which produce half the country’s 
exports, can pull enough strings to get the 
money they need; but many of the 22,000 
smaller firms have been stranded. More 
than 2,000 small-and medium-sized South 
Korean firms are going bankrupt every 
month, and since many of these are suppli- 
ers to the large exporters, it disrupts trade 
across the board. KITA calculates that diffi- 
culties in securing trade financing have 
blocked some $4 billion-worth of exports 
this year. 

There are other problems unique to 
each industry. In cars, for example, taking 
advantage of devaluation is not simple. 
Even before the collapse, South Korean cars 
were already the cheapest in most of their 
markets: a fall in prices following devalua- 
tion will gain them little in market share. In 
those few markets where the South Koreans 
have cut prices, it was a defensive move in 
response to the Japanese, their biggest car 
competitor, whose prices had gone down 
after the yen fell. 

Worse, the collapse of the domestic car 
market (it has shrunk by some 60%) means 
that firms’ factories are now running far be- 
low their production capacity, which in- 
creases costs. And as Hyundai's long and 
fruitless face-off with the unions proved, 
lay-offs can take a long time to achieve. 

In consumer electronics, South Korean 
TV, VCR and stereo makers last year em- 
barked on a strategy to raise prices, after 
years of suffering at the bottom of the mar- 
ket. Their aim is to move upmarket by 2001 
by convincing consumers that their quality 
was worth a premium. When Asian turmoil 
hit, they were reluctant to reverse course 
merely to profit from devaluation. 

South Korea’s steel makers are also see- 
ing little benefit. With few natural re- 
sources of its own, the country must import 
virtually all the raw materials for 


steel—iron ore, coke and coal—all of which 
are priced in dollars. Even though com- 
modity prices have fallen, Posco, South 
Korea's largest steel maker, says that the 
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overall effects of the region's economic tur- 
moil have been plummeting prices, com- 
petition from Indonesia, Thailand and 
Malaysia, unaffordable foreign debt pay- 
ments and a collapse in Asian demand. Af- 
ter some initial gains in an inventory-clear- 
ing spasm early this year, POSCO is cutting 
production by more than 10%. 

Chemical firms are suffering similar 
problems. In petrochemicals (which ac- 
count for most of South Korea's chemical 
production), the country has to import all 
of the naphtha that makes up most of their 
cost. Its biggest export market is China, but 
demand there has collapsed, in part be- 
cause of China's recent anti-smuggling 
campaign, which has shrunk the “parallel 
import” channel that many chemical mak- 
ers had relied on to avoid steep import tar- 
iffs. Because it costs too much and takes too 
long to ship chemicals to America and Eu- 
rope, South Korea's potential export mar- 
kets are in effect limited to Asia—and Asia 
is not buying. 

In fact, the only booming export indus- 
try in the country is shipbuilding (up nearly 
50% for the first half). But that is just the cul- 
mination of contracts signed two years ago, 
long before the crisis, when chronic overca- 
pacity forced South Korean shipbuilders to 
cut prices drastically. By the time the con- 
tracts being signed today come to fruition, 
some of these companies, which have large 
foreign debts, are likely to be grappling 
with financial problems of their own. 





Aerospace 
On the defensive 


FARNBOROUGH 


HE atmosphere was blustery, to put it 

mildly, when the aircraft makers of the 
world gathered this week for the 5oth air 
show at Farnborough, west of London. A 
few days before parking their flying ma- 
chines in the muddy English fields, the sec- 
tor's American giants got an ominous mes- 
sage from their main military client. 

The Pentagon simply did not have the 
money for all the defence systems it would 
like to buy, said Jacques Gansler, the bu- 
reaucrat in charge of procuring weapons 
for Uncle Sam. “Unpopular and extremely 
difficult action" might be needed—such as 
terminating some existing arms-making 
programmes-—in order to free funds for the 
weapons of the future. "If we don't begin to 
break out soon from this death spiral, it will 
be impossible to do so later," added Mr 
Gansler, a man aerospace executives take 
seriously. (Two of America's biggest arms 
firms—Lockheed Martin and Northrop 
Grumman—are still licking their wounds 
after he scuppered their merger plans.) 

But Europe was hardly celebrating. Brit- 
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ish and German aerospace bosses were ex- 
posed to some powerful gusts of disap- 
proval from Paris. France’s transport 
minister, Jean-Claude Gayssot, denounced 
the (increasingly real) possibility that Brit- 
ish Aerospace (BAe) and Daimler-Benz 
Aerospace (Dasa) of Germany may join 
forces ahead of anyone else. He warned 
that it could delay the conversion of Airbus 
from a civil-aircraft consortium into a real 
company. Surely the commercially 
minded Britons would not want that? 

American foreboding, and French cries 
of alarm, may be a better measure of the 
aerospace industry than the razzmatazz of 
aerobatics and hospitality tents at Farn- 
borough. Despite the mega-mergers in 
America, and creeping consolidation in 
Europe, the industry’s fundamental prob- 
lem remains unresolved: overcapacity that 
cannot be rationalised—or globalised—out 
of existence without raising awkward geo- 
political questions. 

In Europe, at least, both BAe and Dasa 
seem determined to ignore French 
tetchiness and quietly go ahead with re- 
vamping Airbus and creating what has be- 
come known as a “European aerospace 
and defence company”. While a reorga- 
nised Airbus would ideally form the 
centrepiece of such an EADC, the two pro- 
jects can proceed at different paces, insists 
John Weston, chief executive of BAe. 

The process of converting Airbus into a 
company has slipped by six months, with 
completion expected by mid-1999 at the 
earliest. The four  shareholders— 
Aerospatiale of France, CASA of Spain plus 
the British and German firms—have yet to 
agree on the value of the assets they would 
contribute to the company. (BAe owns only 
20% of Airbus, but reckons its wing-making 
assets are so efficient they should count for 
more in the new entity.) 

Both Mr Weston and Manfred Bischoff, 
Dasa’s chairman, have virtually identical 
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things to say about the broader restructur- 
ing of European aerospace. This summer's 
partial privatisation of Aerospatiale, which 
was achieved by combining it with the de- 
fence interests of the private-sector 
Lagardére group, does not go far enough. At 
the air show, George Robertson, British de- 
fence secretary, urged France to privatise its 
entire aviation industry if it wished to take 
part in future European consolidation. 
There are even hints that a BAe-Dasa merger 
could soon go ahead if Paris does not hurry 
up. “It is no secret that privately owned 
companies have more in common than 
those which are not yet private,” says Mr 
Bischoff pointedly. 

While the Dasa boss is Anglo-Saxon in 
his management thinking, he has become 
quite Gaullist in his geopolitics. Recent 
conversations in Washington—particu- 
larly on Capitol Hill—have made him scep- 
tical about the feasibility of transatlantic 
partnerships in defence. “The (American) 
willingness to share technology of a sensi- 
tive nature is very limited,” he now main- 
tains, explaining the waning of his earlier 
enthusiasm for transatlantic links, 





Let's do launch 


PARIS 


N THE space business, a rocket launch 

grabs all the glamour. But it is really 
just a way of burning a prodigious quan- 
tity of fuel to get what it is carrying to the 
right place. Much the same can be said 
about the programmes that develop 
launchers. By burning sackfuls of govern- 
ment money, in direct subsidy or through 
military spending and its spin-offs, they 
aim to put a commercially sustainable 
organisation into orbit. Arianespace, à 
space-launch consortium formed 18 years 
ago by the governments of 12 European 
countries, is about to shed one of its 
booster stages. 

At the moment Arianespace, although 
profitable, belongs to governments and 
State-owned companies. The biggest 
shareholder is France, which owns a bit 
more than half of Arianespace, a third of 
it through the national space agency 
(CNES) and some of the rest through such 
state-owned companies as Aerospatiale. 
The moment has come, says the govern- 
ment, for "business logic" to take over 
from Colbertism, a line much in favour 
now with privatisations under way at 
such state giants as France Telecom and 
Aerospatiale itself. The CNEs has let it be 
known that it is ready to reduce its share 
of Arianespace to 20% or less. 

Suppliers of engine parts for the 
Ariane 4 rocket series, the workhorse that 
has won Arianespace well over half the 
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Whether this scepticism is justified will be- 
come clear only if and when there is a seri- 
ous attempt by European and American 
defence companies to join hands. 

Some defence analysts think they know 
what the first test will be: they suspect Brit- 
ain's GEC would love to create an even big- 
ger defence-electronics giant by linking up 
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with some or all of Northrop Grumman. 
But Northrop is privately talking down the 
the idea that any of it is for sale. It insists 
that it can thrive as an independent com- 
pany, supplying electronics, radar and in- 
formation systems to those hapless prime 
contractors caught in the vortex of Mr 
Gansler's death spiral. 





Mobile telecoms 


Unwired 


Could mobile telephones one day replace fixed lines? 


VEN as Europe's mobile-telephone mar- 

ket expands, its appetite shows no sign 
of diminishing. Italy, with 15.4m mobiles, 
is Europe's largest market, yet 4m new lines 
were sold there in the first half of 1998. In 
Finland, almost one in two people owns a 
mobile phone. And yet one Finn in six will 
this year take out a new subscription—a 
higher proportion than in 1997. 

As forecasts for both the speed and the 





Fireworks from Ariane 5 


world's commercial launch business, say 
they already sense a new business-driven 
logic at Arianespace. There are price cuts, 
almost unheard of in the space business, 
and suppliers that do not oblige are being 
dropped. Yet this squeeze is not of 
Arianespace's making. The group is sim- 
ply passing on the pressure produced by 
the growing competition it now faces. 
For Arianespace has more rivals than 
before. America's space programme has 
long since recovered from the explosion 
in 1986 of the shuttle Challenger, and of- 


ultimate level of mobile penetration have 
climbed, the valuations of the most ambi- 
tious mobile operators have rocketed. Until 
last week's general market shake-out, which 
hit high-flying technology stocks especially 
hard, Italy's main provider, Telecom Italia 
Mobile (r1M), had seen its share price rise 
by 75% since December. Vodafone, Britain's 
market leader and the keenest to build a 
pan-European network, more than dou- 


fers both shuttle and single-use rocket 
launches. Both Russian and Chinese 
launches are now open to western firms, 
while scientists and engineers from other 
former Soviet states are collaborating 
with western aerospace firms. Both 
Arianespace and Boeing aim to commer- 
cialise big new rockets next year. 

These competitors are fighting for 
new kinds of business. The fastest-grow- 
ing part is for low- or medium-orbit "con- 
stellations" of small satellites that form 
networks such as the Iridium mobile tele- 
phone project. Arianespace's rockets, de- 
signed to put heavy satellites into higher, 
geosynchronous orbits, have struggled in 
this business. 

Arianespace needs commercial nous 
to stay on top. It is already free of the re- 
quirement on its non-commercial sister, 
the European Space Agency, to allocate 
work to supplier firms according to their 
home countries’ stake in the group. It is 
halving launch prices on the new Ariane 
5, which will start touting for business 
next January, despite having exploded on 
its maiden flight (as did Boeings new 
Delta III). Ariane 5's engineers are work- 
ing to adapt the new rocket for hoisting 
small satellites in bulk. 

But the main sticking-point for 
Arianespace remains political: deciding 
who gets how much of CNES's stake. Rum- 
blings from Germany and Italy suggest 
that firms such as Daimler-Benz Aero- 
space and Fiat may not be entirely happy 
at Aerospatiales presumption that it 
should have the lion's share. 
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bled in value in the same period. Vodafone, 
according to reports this week, may be 
about to use its highly valued paper to buy 
the international business of America's top 
mobile operator, Airtouch. 

Even more startling has been the perfor- 
mance of Orange. The fourth and last en- 
trant to the British market, in 1994, Orange 
now has a 16.5% market share—though it 
will not be in profit until next year. A repu- 
tation for innovative marketing and a 
strong brand have helped to more than 
double Orange’s share price in nine 
months, before it fell back last week. 

Some of the rise in the share price 
can be explained by the limited 
opportunities for telecoms inves- 
tors—most mobile operators belong 
to traditional telecoms firms. But 
there is also a growing belief in wire- 
less’s longer-term potential. Some in- 
vestors are beginning to think (and 
ambitious mobile operators are dar- 
ing to predict) that mobile phones 
are not merely a convenient supple- 
ment to fixed-wire telephones, but 
could replace them altogether. 


Wirefree 


Few mobile companies have been 
more consistent in articulating a vi- 
sion of a “wirefree” future than Or- 
ange—indeed it has trademarked the 
term. Not only may mobile do for 
voice traffic, it reckons; it may also 
take over most high-speed data com- 
munications. The industry notion of 
“fixed-mobile integration”, in which 
fixed and mobile services are 
merged, with unified billing and sin- 
gle handsets, is now being challenged by 
the idea that wireless may soon remove the 
need for the fixed-line telephone. If one 
telephone will do, why pay for two? 
Despite their own investments in wire- 
less, traditional telecoms operators are un- 
derstandably lukewarm about something 
that would rob their expensive fixed-line 
networks of value—not to mention the 
market power that they derive from con- 
trolling the last few hundred yards into 
each home. To fend off the threat, the in- 
cumbents will lower prices and trumpet 
even more loudly the benefits of fixed-mo- 
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bile integration. 

BT has introduced a device called the 
Onephone which offers a dual-mode hand- 
set that uses digital cordless technology at 
home but Gsm beyond it, to provide mobil- 
ity without wholly moving the fixed capac- 
ity to the mobile network. Viag Interkom, à 
joint venture in Germany between Viag AG, 
an electricity utility, Br and Telenor, is 
spending $4.2 billion building an ambi- 
tious and technologically risky integrated 
fixed-mobile network. Viag Interkom in- 
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LP 
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More of a lemon than an orange 


sists that this offers the best of all worlds, 
including a single number for home, mo- 
bile and office. 

By contrast, Orange's wirefree vision is 
compelling precisely because of its simplic- 
ity. According to Hans Snook, its managing 
director, good geographical coverage and 
call quality are vital if mobiles are to have a 
chance of displacing fixed-line telephones. 
That is why the company is accelerating 
$1.3 billion of investment to give it 6,000 
base stations by early next year, which it 
says is 5096 more than Vodafone. By 2001 
Orange expects to have some 10,000 sites. 
With more base stations, calls can reliably 
be made indoors or on the move. 

Orange's forecast of 50% mobile pene- 
tration in Britain by 2004 (from 16.5% to- 
day) is now only a bit ahead of other indus- 
try estimates. Indeed Merrill Lynch, an 
investment bank, is betting on 60% and 
thinks that even this may be exceeded. 
Once mobile penetration in a market 
reaches a critical mass of around 15%, it 
seems to accelerate rapidly. As people be- 
come used to making and receiving calls on 
their mobiles, the relationship with their 
fixed-line telephone subtly alters. It is the 


BUSINESS 


mobile that becomes indispensable—and 
the fixed telephone optional. Yet what still 
sets Orange apart is Mr Snook's conviction 
that in ten years’ time 90% of all main- 
stream communications—data as well as 
voice—will be on wireless networks, with 
most households having more than one 
mobile phone. 

What might drive this phenomenal 
growth? A survey of user attitudes by the 
Yankee Group Europe, a telecoms consul- 
tancy, earlier this year, suggests that, as well 
as offering good coverage and qual- 
ity, mobile telephony's price pre- 
mium over fixed wire must be suffi- 
ciently trivial for it not to be worth 
the cost of keeping a fixed line. Or- 
ange offers international calling at a 
claimed 20% discount to Br, and it is 
about to offer a tariff called "Daily 
Talk", which provides 20 off-peak 
minutes a day for 50p. Orange says 
that, compared with Br, some users 
could save about £300 ($500) a year. 
It is difficult to compare like with 
like, but Orange's intent is clear. 

It is harder to see how mobile can 
compete with fixed-wire telephones 
for data and other bandwidth- 
hungry applications such as video. 
For big companies transferring huge 
amounts of data at the highest possi- 
ble speeds, fixed-mobile conver- 
gence will be the way to go. Yet even 
there, new cellular technology will 
soon erode some of the advantages 
of fixed networks. Over the next four 
years, cellular data speeds will in- 
crease rapidly. An ispN-like capabil- 
ity will be available in 1999, and 
when third-generation mobile services 
based on urs technology are launched in 
2002, wireless will be capable of transmis- 
sion rates 40 times greater than today's fast- 
est fixed-line dial-up modems. 

Assuming that new cellular technol- 
ogies are cheap enough, Analysys à 
telecoms consultancy, says that mobile will 
become *a communications mechanism at 
least as important as the fixed network" 
Crucially, it is wireless that will enable 
"anytime anywhere" computing to become 
a reality (see pages 67-70). Cellular chips in 
lap-top PCS, together with a vast array of In- 
ternet access devices, will enormously in- 
crease wireless usage. So, too, will video 
conferencing, traffic news for drivers and 
remote metering for utilities. Analysts at 
Merrill Lynch think that the range of these 
applications is so huge that eventually mo- 
bile penetration will exceed 100%—that is, 
each person will have on average, more 
than one mobile. 

Whether or not the future is Orange, as 
the company's advertising slogan would 
persuade us, it does look like being increas- 
ingly unwired. 
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Behind the throne 


Oleg Garkhov is a shadowy figure with a murky past. He is one of the richest and most 
powerful men in Russia, but is he a good businessman? The answer is no 


IMING, nerves and connections are the 

secret of Oleg Garkhov’s success. He was 
part of the Soviet Union’s elite—well-edu- 
cated and clever enough to take advantage 
of the country’s sudden collapse. When he 
started in private business, the rewards and 
risks were huge. He made his first million in 
a few months; within a few years he had be- 
come a dollar billionaire. 

Oleg Garkhov's empire covers most of 
the cash-generating big businesses in Russia. 
When inflation was high after the end of 
communism, his bank's assets (in hard cur- 
rency) flourished while its liabilities (in rou- 
bles) depreciated. When inflation was 
brought under control that game stopped, 
but another took its place: borrowing in dol- 
lars (at low interest rates) and buying rouble- 
denominated debt (offering high ones). 

His other main business, energy and raw 
materials, required strong nerves, but little skill. Natural re- 
sources had one price inside Russia, another, much higher one, 
when exported. Exploiting the difference was hugely lucrative. 

This Russian businessman has the knack of turning wealth 
into power and back again. He owns television stations and 
newspapers that trumpet his causes and lambast his rivals. His 
political connections—first forged as a young Communist— 
helped him to cheap stakes in some of Russia’s most valuable 
businesses, in exchange for emergency loans to the government. 

Russians regard him, despairingly, as omnipotent and 
unshiftable. He has a formidable private security service, and 
plenty of friends in the larger, but poorer, government one. Rus- 
sian embassies around the world jump to his bidding. So, until 
recently, did western investment banks. 


Fiction and truth 


Oleg Garkhov may not be a real person, but he would be imme- 
diately recognisable to Russians. None of Russia's handful oftop 
tycoons—the oligarchs, as they are called—resembles him in all 
respects. Indeed, all insist they are respectable businessmen, 
however unorthodox their origins. 

Russia's crisis is presenting the oligarchs with hard ques- 
tions. Having thrived on eco- 
nomic and political turmoil— 
some of their own making—are 
their businesses stable? Are 





Russia's oligarchs 





Oleg's multiple personalities 
Group/interests 


of Lukoil have built huge companies out of 
the ruins of the state energy system. Their 
styles are hugely different; Mr Vyakhirev 
conceals his power and intelligence, Mr 
Alekperov flaunts it. Mr Vyakhirev, rumpled 
and unassuming, presides over genuine dis- 
cussions at board meetings; the dapper Mr 
Alekperov is so grand that even his own 
press officer is "not authorised" to approach 
him in public. “He'd be entirely at home in 
the 15th-century Vatican", says an invest- 
ment banker who is familiar with his court. 

Rivalling both for influence is a man 
with a less tangible business, Boris 
Berezovsky. As a mathematician, he has 
solid intellectual credentials. He is a superb 
self-promoter. Russia's outgoing reformist 
politicians blame him for their recent 
downfall. Mr Berezovsky made his money as 
a car dealer; now its sources are obscure. 

The other oligarchs are all bankers at heart. Vladimir 
Potanin, head of Uneximbank, understands something of team- 
work and delegation (a rare quality shared only with Mr 
Vyakhirev). He has branched out into mining, oil and telecoms. 
Unlike most other banking-based oligarchs, he owns businesses 
that still generate cash in perceptible quantities—he may emerge 
stronger from the crisis. Mr Potanin is allied with another oli- 
garch, Vladimir Gusinsky. A forceful negotiator with a head for 
figures (in his own estimation at least), Mr Gusinsky runs a flam- 
boyant media empire and an ailing bank. More than any other 
oligarch, he would flourish if Russia became a normal economy, 
with middle-class consumers and big advertising budgets. 

None ofthe oligarchs is likely to die poor. But their dream of 
becoming businessmen of international stature is now in tat- 
ters. The past few weeks have exposed terrible weaknesses. 

The typical oligarch is notoriously unable to organise his 
own time or office, let alone delegate to managers. He sees busi- 
ness opportunities in terms of political contacts rather than new 
products, markets or services. He is an opportunist who cannot 
look beyond the short term. His understanding of capital mar- 
kets, even of balance sheets, is close to nil. In the West, such a 
man might be a lobbyist or a fixer. He certainly lacks the ability 
to be a tycoon. 

Russia's crisis has proved 
this spectacularly. At least one 
tycoon, Alexander Smolensky, 
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FINANCE AND ECONOMICS 


Time to turn off the tap? 


WASHINGTON, DC 


Capital controls are becoming fashionable. Unfortunately, few people under- 


stand what they involve 


UCH as fashion designers like to 
make a virtue of reinventing the 
past, politicians are increasingly thinking 
retro. With investors fleeing one emerging 
market after another, leaving shattered 
economies in their wake, a swelling chorus 
insists that capital controls, an idea as 
novel as the hoop skirt, were a sensible in- 
vention after all. 

Mahathir Mohamad, Malaysia's mercu- 
rial prime minister, has just imposed them, 
and many of his counterparts are giving 
them a serious look. As an alternative to 
desperation, capital controls have acquired 
a certain cachet: there seems no other quick 
way to stabilise currencies, cut interest rates 
and strengthen stockmarkets. But their al- 
lure may be deceptive. The term "capital 
controls" takes in a huge variety of poli- 
cies—most of them undesirable. 

Strictly. defined, capital controls in- 
clude only restrictions that affect the capi- 
tal account of a country's balance of pay- 
ments. That takes in limits on foreign 
investment in financial markets, on direct 
investment by foreigners in businesses or 
property, and on domestic residents’ in- 
vestments abroad. Capital controls are not, 
on this definition, the same as “exchange 
controls”. Capital controls restrict asset 
movements, while exchange controls can 
also affect spending on imports and the use 
of foreign currency earned from exports. 

Both types of controls were much in 
fashion before and after the second world 
war. Restrictions on the use of foreign cur- 
rency for trade had vanished in most rich 
countries by the early 1960s. By 1997, ac- 
cording to the International Monetary 
Fund, over 140 countries had made their 
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currencies convertible for such purposes. 

Capital controls, in contrast, have re- 
mained far more widespread. After the sec- 
ond world war, only Switzerland, Canada 
and the United States adopted open capital 
regimes. Other rich countries maintained 
strict controls; many, indeed, stiffened 
them during the 1960s and 1970s. Those 
were the days when you had to get your 
passport stamped to receive foreign-cur- 
rency notes, and when British tourists in 
France took along their own food to save on 
precious francs. Driven partly by technical 
innovation that rendered such controls in- 
creasingly ineffective, and partly by a grow- 
ing vogue for free markets, most advanced 
economies dismantled the controls in the 
1980s and early 1990s. 

In developing countries, however, the 
trend has been less uniform. Latin Ameri- 
can countries had relatively few controls 
during the 1960s; they imposed manifold 
restrictions during the debt crisis of the 
1980s to build up foreign-currency re- 
serves; and then took them off rapidly from 
the late 1980s. Asian countries began to 
















loosen capital controls in the 1980s, a trend 
that accelerated in the 1990s. The IMF's fig- 
ures show that in 1997 144 countries still 
had controls on foreign direct investment, 
and that 128 regulated international finan- 
cial-market transactions in some way. 
Nonetheless, the unmistakable trend has 
been towards fewer capital controls. 

The reasons for this are both ideological 
and practical. Ever more countries have re- 
alised that foreign capital is a vital resource 
for financing domestic investment. It has 
helped pay for motorways in Mexico, 
telecoms systems in Argentina, mines in In- 
donesia. This capital inflow has been ac- 
companied by infusions of technology and 
know-how that have helped many emerg- 
ing economies grow faster. 

Governments have also learnt that capi- 
tal controls do not work well and can have 
undesirable consequences. Latin America's 
controls in the 1980s did little to keep 
money at home but a lot to deter foreign 
investment. Controls helped to feed cor- 
ruption, as bureaucrats were empowered to 
determine who would be exempted from 
them. And as governments have gradually 
liberalised domestic financial markets, re- 
stricting access to foreign markets has 
seemed increasingly anachronistic. 


Bubble trouble 


So why the clamour for new controls? Be- 
cause free capital mobility involves risks as 
well as opportunities. Rapid inflows, for in- 
stance, can complicate monetary policy. 
They can lead to excessive lending and to 
bubbles in equity and property markets. 
Rapid outflows, as much of the emerging 
world is now discovering, make it harder to 
reduce interest rates to stimulate domestic 
economies. Flows into bank deposits are 
particularly dangerous: capital can arrive 
or flee remarkably quickly, leaving policy- 
makers no time to react. Hence the sense 
that something must be done to control 
such flows. 

Few of today's advocates of capital re- 
strictions would like to see an end to the 
broader process of financial and economic 
liberalisation. Instead, most hope that con- 
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trols on short-term capital flows 
might make them less volatile. Al- 
most always, they mean controls on 
inflows. Chile is widely cited as a 
model. It has various restrictions on 
inflows, including a requirement 
that a portion of any money bor- 
rowed abroad be deposited for a 
year at the central bank, without in- 
terest. However, economists disagree 
about the effectiveness of Chile’s 
short-term capital controls. 
Prudential controls on capital in- 
flows certainly make sense, particu- 
larly when domestic banks are weak. 
Indeed the distinction between capi- 
tal controls and sensible bank regu- 
lation can become blurred. But not 
all inflow controls are like this. 
South Korea, for instance, lifted restrictions 
on short-term inflows in the early 1990s but 
kept limits on long-term investment. This 
contributed to banks’ and industrial com- 
panies’ over-reliance on short-term foreign 


Dead Ostrich Bounce discovered that opting out of the interna- | 


KUALA LUMPUR 


ALAYSIA’S currency, the ringgit, 
has been enjoying blissful immo- 
bility since the government fixed its ex- 
change rate on September 2nd. For the 
stockmarket, however, “volatile” hardly 
fits the bill. On September 8th, boosterish 
local papers roared big headlines that the 
market index had “soared” 22%. The next 
day the papers reported (in smaller type) 
an “easing” of a mere 21%. Overall, in the 
seven trading days that have followed the 
imposition of strict exchange controls on 
September ist, the index has climbed 
more than 45%. Even shares in some 
bankrupt companies have risen. Officials 
were quick to hail the “restoration of con- 
fidence”. This is premature. 

The stockmarket surge was largely an 
artificial creation. The government did 
not want its drastic action to be greeted by 
a market slump, especially at a time of po- 
litical drama (see page 29). So state-run in- 
vestment funds piled into the market, fol- 
lowed by canny retail investors. 
Foreigners, while generally gloomy about 
longer-term economic prospects, were 
faced with a new rule requiring them ei- 
ther to hold shares for at least a year, or to 
keep the sales proceeds in Malaysia—and 
many decided the stockmarket looked a 
better bet than bank deposits. So lots of 
money stood ready to buy. 

The bounce is not yet over. The point 
of introducing exchange controls is to al- 
low money to be poured into the econ- 
| omy, which shrank by 5% in the first half 
| of the year, without risking a fall in the ex- 
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Gold? Francs? Cents? 





loans, which could no longer be serviced af- 
ter the currency collapsed last October. 

At present, however, most debate about 
controlling capital inflows is beside the 
point. The big concern in emerging econo- 


change rate. So interest rates have been 
cut sharply, and the proportion of their 
assets that banks must hold as reserves 
has also been lowered, in stages, from 
13.5% in March to 4% from September 
16th. That will inject further liquidity into 
the economy. With the real economy lan- 
guishing, much of it will seep into the 
stockmarket. 

Unless, of course, the experiment does 
not last that long. Already Malaysia has 





Newly confident traders 





mies is capital outflows, as investors 
sell domestic currency and take the 
proceeds abroad. If controls on out- 
flows could deter capital flight, goes 
the thinking, central banks could 
lower interest rates and revive their 
economies. 

There are several ways to control 
capital outflows. The mildest ap- 
proach taxes the purchase of foreign 
assets. This might discourage invest- 
ment abroad in normal times, but it 
will not stop capital flight in a crisis. 
That requires stronger measures. Ma- 
laysia (see box) now restricts foreign- 
ers from converting the proceeds of 
Malaysian securities into dollars un- 
less they have held them for a year. It 
also limits the use of ringgit outside 
the country. Other countries use dual ex- 
change rates to the same end, making it 
more expensive to acquire foreign ex- 
change for the purpose of investing abroad. 

This is not as easy as it sounds. Controls 


tional monetary system is not easy. A 
deadline of September 9th for unwind- 
ing all forward foreign-exchange deals in- 
volving ringgit had to be postponed; for- 
eign bankers complained that the 
government did not understand how the 
market worked. Only a fraction of the $9 | 
billion held in offshore ringgit deposits, 
mainly in Singapore, is likely to end up 
back in Malaysia. Meanwhile, Malaysia 
seems intent on reflating the bubble 
pricked by last years regional crisis. 
Banks, awash in bad debt, are to be en- 
couraged to start lending again to prop- 
erty and construction projects, and the 
central bank will be less strict in 
classifying bad loans. 

Reflation will enable the beleaguered 
prime minister, Mahathir Mohamad, to 
claim short-term progress in fixing the 
economy. In the process, he has made 
some local investors happy. But many for- 
eigners are likely to wish the Malaysian 
market good riddance after serving their 
year in lock-up. They may stay away, de- 
terred both by the controls and by the ca- 
pricious regulatory climate, depriving the 
country of investment capital. | 

In 1981, when Malaysia launched a | 
"Look East" policy, the objects of its east- | 
ward gaze—South Korea and above all Ja- | 
pan—looked like splendid models for a 
country hell-bent on rapid industrialisa- 

| 














tion. It seemed a good idea at the time. 
Now Malaysia appears intent on follow- 
ing those same models once more, by de- 
ferring an inevitable financial crisis in 
the vain hope that something will turn 
up. If only their earlier experience offered 
any hope of success. 
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on capital outflows are harder to enforce 
than controls on inflows, since investors 
have a far bigger incentive to find ways 
round them. For the same reason they tend 
to be far more draconian. And even if the 
controls are explicitly designed to exclude 
foreign direct investment, as are Malaysia's, 
history suggests investors shy away none- 
theless. So even if controls on capital out- 
flows can buy time in a short-term panic, it 
is time bought at a high longer-term price. 

Ironically, perhaps, the price is higher 
and the benefits lower the more a country is 
integrated into world financial markets. 
For the more sophisticated the instruments 
investors have at their disposal, the less 
likely controls are to work. It is also hard for 
any country that has dismantled its bureau- 
cratic machinery for administering capital 
controls to reintroduce them quickly. 

These practical difficulties, let alone the 
dangerous side-effects, have received little 
attention in the renewed debate over capi- 
tal controls. Just as it took the return of sti- 
letto heels to remind people how absurdly 
uncomfortable they were, so it may take the 
re-emergence of controls to remind policy- 
makers of their drawbacks. Unfortunately 
the price of misguided policies will be 
rather higher than sore feet. 





Turkey's markets 


Arts of seduction 


ISTANBUL 


HENEVER Michel Camdessus feels 

like showing East Asian prime min- 
isters that the International Monetary 
Fund can still get nervy emerging econo- 
mies to stick with market-friendly policies, 
the IMFS director should get out his map of 
Turkey. At the end of last week, the IMF was 
rewarded for the faith it has shown in Mes- 
ut Yilmaz when Turkey's prime minister, 
who is facing elections, put the finishing 
touches to a scheme to isolate Turkey from 
financial contagion. 

By reaching a monitoring deal with the 
Turks earlier this summer, the 1Mr help- 
fully endorsed the anti-inflation policies 
that Mr Yilmaz has pursued, with some suc- 
cess, since he came to power 15 months ago. 
Unfortunately for the prime minister, crisis 
in Russia arrived just when Turkey ex- 
pected to start tasting the fruits of the deal. 
But even if lenders no longer feel generous, 
Mr Yilmaz seems to have been won over by 
the kind of economics favoured by the IMF: 
his plan to stem capital flows from Turkey 
owes more to Adam Smith than to 
Mahathir Mohamad. 

Turkey's problem, Mr Yilmaz correctly 
identified, is not to be found in the funda- 
mentals of its economy-—relatively sound, 
despite a still-astronomical rate of infla- 
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Tx. : 
The benefit of foreign capital 
tion—but in the wariness of investors to- 
wards emerging markets in general. This is 
the most plausible reason why the Istanbul 
Stock Exchange's main index has fallen to 
its lowest level for four years, and why the 
government was obliged to issue bonds 
with an interest rate of 14496 on September 
ist. Over the course of one week at the end 
of August, the central bank spent $2.5 bil- 
lion of foreign reserves to stave off the sort 
of run on the lira that precipitated Turkey's 
most recent economic crisis, in 1994. No 
wonder Mr Yilmaz felt obliged to respond. 

But rather than the capital controls fa- 
voured by his Malaysian counterpart, Mr 
Yilmaz plumped for incentives. On August 
27th, a day after the stock-exchange index 
plummeted 13% (only Moscow's fell fur- 
ther), he abolished restrictions on banks' 
forward operations, as well as a 6% with- 
holding tax on interbank operations. Then, 
on September 2nd, he did away with a 
withholding tax on government paper, as 
well as cutting sharply a withholding tax on 
interest on bank deposits. 

These measures are unlikely to suck 
back the $4.5 billion that have fled Turkey's 
capital markets over the past two months. 
Overseas investors remain reluctant to buy 
Turkish equities, even though one Istanbul 
broker reckons shares are "unbelievably 
underpriced”. Chase Manhattan and Salo- 
mon Smith Barney, hired by the govern- 
ment this week to advise on international 
borrowing, have their work cut out. 

Gazi Ercel, the central-bank governor, 
says that if the government succeeds in re- 
financing domestic-currency bonds later 
this month, “international markets will see 
that Turkey cannot collapse like Asian and 
Latin American countries, and credit chan- 
nels will open.” He may be too optimistic: 


without an upturn in Russia, the second- 
biggest buyer of Turkish exports, foreign 
money is unlikely to start returning soon. 
But by showing that he intends to lure, 
rather than trap, investment, Mr Yilmaz 
has at least managed to avoid the massive 
capital flight that has turned other emerg- 
ing economies into cripples. 





The dollar 


Sliding floors 


ROM Asia to Latin America, economies 
with large current-account deficits, 
heavy foreign debts and political troubles 
have seen their currencies come under fire. 
This week it was the turn of a country that 
boasts the world’s biggest current-account 
deficit and biggest foreign debt—and 
whose political leader looks seriously crip- 
pled. The American dollar is on the slide. 
The greenback fell to ¥130.5 at one 
point on September 7th. It recovered to 
¥137 by mid-week after the Bank of Japan 
trimmed interest rates, but that still left it 
7% down from its level a month ago, It has 
lost a similar amount against the German 
mark. This sudden stumble took many 
forecasters by surprise. They had expected 
the dollar to remain firm against other cur- 
rencies, in part because of its traditional 
safe-haven status, and in part because 
American short-term interest rates, at 
around 5.5%, are higher than those in Ger- 
many (3.3%) and Japan (now 0.25%); and 
they had been expected to rise further. 
Now, however, the financial markets 
reckon that the next move in interest rates 
is more likely to be down, as the Fed seeks 
to prevent global economic and financial 
troubles from endangering the American 
economy. Many economists predict that 
America’s economy is likely to slow more 
sharply than continental Europe's over the 
next 12 months. Not only does America ex- 
port more to the emerging (now submerg- 
ing) economies, but it would also be hurt 
more by a sharp fall in share prices because 


Over the hill? 


Dollar against: 
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URING the Great Depression, eco- 
nomic collapse led rapidly to pro- 
tection. But although the current slump 
| in East Asian economies is as severe as 
that suffered by richer countries in the 
1930s, the Asians have so far largely re- 
sisted the temptation to restrict imports. 
A widespread increase in protection is 
still unlikely. But East Asia seems to 
have lost its appetite for freer trade. 
The first victim ofthe new scep- 
ticism towards trade liberalisation 
may be the proposed Asian Free 
Trade Area (AFTA). In June, trade 
ministers from ASEAN, à ten-strong 
regional grouping that includes In- 
donesia, Malaysia, the Philippines, 
Singapore and Thailand, reaf- 
firmed their commitment to 
achieving the AFTA by 2003. But 
progress has stalled. Since the AFTA 
agreements are not binding, they 
may be quietly discarded. 

Support for a new round of 
multilateral trade talks at the 
World Trade Organisation next 
year is also ebbing. "There is a feel- 
ing that things have gone too far, 
too fast," says Nicola Bullard of Fo- 
cus on the Global South, a think- 
| tank in Bangkok. 
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Will East Asia slam the door? Indonesia, presumably at Weging of 


There have also been limited protec- 
tionist moves. This has to be done care- 
fully: the wro is watching, and, as a con- 
dition for rMr loans, South Korea, 
Indonesia and Thailand have been 
forced to open up many sheltered sectors, 
notably cars and financial services, to 
competition from the rest of the world. 





Get 'em while trade's free 


the Imr, has at last had to cut its duties on | 


sugar and some other foodstuffs. 

But there are ways to deter imports 
that do not breach mF conditions or 
WTO rules. Taxes on luxury goods—many 
of them imported—have risen. South Ko- 
rea has raised duties on golf clubs and fur 
coats. Some countries’ tariffs, which were 
lower than the maximum rate they had | 
agreed at the wro, have been increased. 





Thailand has pushed up its tariffs 
on steel; Malaysia its duties on 
many consumer goods and build- 
ing materials. Moreover, Malay- 
Sia’s sweeping new capital controls 
will impede trade, because they 
make it harder for importers to get 
hold of foreign currency. 

It is unclear how far the new 
mood might stretch. Pressure for 
higher duties is mitigated by the | 
sharp falls in local currencies that 
have already made imports pro- 
hibitively expensive. And since 
many imports are used to produce 
exports, slapping higher tariffs on 
them makes little sense. In any | 
case, restricting imports too much | 
would, as in the 1930s, provoke 
other countries to retaliate. And | 
East Asian countries must rely on 
exports for any hope of economic 
recovery. 








American households hold a bigger slice of 
their wealth in this form. The Fed, it is ar- 
gued, is more likely to ease than is the new 
European Central Bank, which will set in- 
terest rates when Europe's single currency 
is launched in January. Meanwhile, Japa- 
nese rates cannot go much lower. 

Yet those betting on an imminent cut in 
American interest rates are likely to be dis- 
appointed. Until a month or so ago, the Fed 
had been fretting about a growing financial 
bubble and the risk of a pick-up in infla- 
tion. So the recent fall in share prices (still 
down by 15% from their peak, despite this 
week's rally) has actually come as a bit of a 
relief. The Fed is unlikely to cut interest 
rates unless global financial turmoil or a 
sharp crash in share prices threatens to 
choke off American consumer spending. 
Even so, the fact that a rise in American 
rates now looks unlikely is enough to re- 
duce the dollar’s attractiveness. 

Any further fall on Wall Street might 
also push the dollar lower. The surge in 
share prices on Wall Street over the past 
three years has lured in foreign investors 
and reduced overseas investment by Amer- 
icans, thereby boosting the dollar. This 
could now go into reverse. A study by J.P. 
Morgan, an American bank, found that in 
the past 15 years significant falls in share 
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prices have tended to be followed by de- 
clines in the dollar. 

The dollar's decline has also been exac- 
erbated by the unwinding of so-called 
"yen-carry" trades. Over the past couple of 
years investors have borrowed yen at low 
interest rates and invested the proceeds in 
higher-yielding dollar assets. Hedge funds 
are now desperately unwinding these posi- 
tions to cover losses elsewhere. 

Such developments will make it harder 
for America to finance its huge current-ac- 
count deficit. New data show that this defi- 
cit increased sharply in the second quarter; 
forecasters predict that it will reach about 
3% of GDP in 1998 as a whole. If the latest 
financial troubles in Latin America (see 
page 43) put a severe brake on the region's 
growth, this will have a bigger adverse im- 
pact on America's growth and its trade defi- 
cit than has the slump in Asia, because 
America has closer economic links to the 
region. Almost one-fifth of American ex- 
ports go to Latin America. 

In contrast, both Japan and the Euro- 
pean countries that are adopting a single 
currency next year are running significant 
current-account surpluses. This is likely to 
start weighing more heavily against the dol- 
lar next year, especially when the launch of 
the euro in January offers the markets a 


new rival world currency. 

Economists at Goldman Sachs, an in- 
vestment bank, predict that over the next 
year the dollar will slip to Y127 and DM160. 
But it could fall much further, because on 
some measures the dollar is significantly 
overvalued. Using a model that takes ac- 
count of differences in productivity 
growth, inflation rates and net foreign li- 
abilities or assets, Goldman Sachs calcu- 
lates that the dollar's long-term “equilib- 
rium" value (ie, that consistent with 
achieving a sustainable balance of pay- 
ments), is only ¥92 and DM1.37. How long 
before the dollar crashes to earth? 





Debt forgiveness 
Some relief 


WASHINGTON 


WO years ago, with great fanfare, the 

World Bank and the imF announced a 
plan to reduce the debt burdens of the 
world's poorest countries. “Considerable 
progress has been made,” according to a 
confidential report reviewed on September 
8th by the World Bank's executive board. 
But whatever the progress, few debts have 
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been forgiven to date. Plans by the Bank 
and the Fund to make more countries eligi- 
ble for relief, agreed this week, may not 
change that picture quickly. 

Some 40 countries, mostly in Africa, 
were sufficiently poor and indebted to be 
eligible for the 1996 debt-relief plan. Of 
those, ten have had their cases reviewed, 
and six—Bolivia, Burkina Faso, Côte 
d'Ivoire, Guyana, Mozambique and 
Uganda—have been promised help. Dur- 
ing the past two years the Bank and the 
Fund have loosened their approach con- 
siderably, reducing the length of time a 
country must wait before it gets debt relief 
and broadening the definition of "un- 
sustainable debt". On September 8th the 
Bank agreed that countries could qualify as 
long as they have economic reform pro- 
grammes in place by 2000, two years after 
the original deadline, so that war-torn 
countries such as Congo, Angola and Su- 
dan might benefit. 

All well and good, say such non-govern- 
mental organisations as Oxfam and vari- 
ous church groups, all of them advocates of 
debt relief. But so far, they point out, only 
one country, Uganda, has actually had any 
debt forgiven. Only a handful more will 
win any relief by the end of the century. 

The critics have a point, but it is difficult 
for the Bank and Fund to do much more. 
The reason is that more debt relief raises the 
costs to creditor governments. About half of 
the debt is owed directly to rich-country 
governments. Those governments will also 
have to pick up much of the tab for debts 


Unburdened 
Total cost of debt relief to creditors, $bn 





owed to multilateral institutions, such as 
the African Development Bank, which do 
not have the resources themselves. Several 
small rich countries, such as the Nether- 
lands, Spain and Switzerland, have already 
helped finance this, but some of the bigger 
ones, including America and Germany, 
have put no money in the kitty. 

The World Bank’s latest estimates are 
that debt relief will cost creditor countries 
and institutions $8.2 billion (see chart). But 
the bill would be much higher if countries 
such as Liberia, Somalia and Sudan qual- 
ify. And if commodity prices remain de- 
pressed or export volumes fail to grow, the 
cost could be bigger still. 
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WHEN MARKETS ARE VOLATILE 


EXPERIENCE 
CO 


Mutual funds 


Market timers 


€€"T^ODAY is one of those days when ex- 

perience matters most," read a full- 
page advertisement for Fidelity, the world's 
largest investment organisation, in the 
New York Times on September ist. The day 
before, the stockmarket had plunged by 
6.495, and American investors were yank- 
ing billions out of their equity mutual 
funds. "Today is one of those days when 
marketing matters most," is perhaps what 
equity-fund managers were thinking to 
themselves. 

Until recently, the funds' main sales 
pitch was to promise investors a good ride 
on a raging bull. "Think big, start small" 
was the advertising come-on at Schroders, a 
British manager of unit trusts, which 
touted its funds' *big growth prospects". 
But those lures, designed to appeal to nov- 
ice investors at a time when stockmarket in- 
dices were testing new highs, seem a bit off- 
point amid headlines warning of global 
depression and huge daily share-price 
drops. The current stockmarket turmoil re- 
quires a new message, offering reassurance 
rather than riches. Hence the advice in 
Schroders' latest ads: "We're not going to 
panic and nor should you." 

So far at least, there is little sign that in- 
vestors are panicking. Big redemptions of 
American equity funds at the start of last 
week were all but matched by big inflows 
laterin the week, when markets recovered à 
little. After polling some of its British cus- 
tomers, Fidelity reckons that only 2% of 
them intend to sell if the market dips again. 
That could change quickly, however, if 
stockmarkets did fall again. The few grey 
heads among fund managers recall the 
bear market of the 1970s, when investors 
bailed out of mutual funds in a big way—so 
big that fund-management fees, which are 
usually based on the value of a fund's as- 
sets, took a dive as well. 

To prevent that happening again, fund 
managers are now spending heavily on 





two things: their brands and the education 
of their investors. "If you've built a strong 
brand, even in a downturn people will 
stick with you," says Adrian Day of Landor 
Associates, a brand consultancy in London. 
He reckons that in difficult markets savers 
might flee from niche providers to house- 
hold names. Which is why some of the best- 
known brands are stepping up their ad- 
vertising just as investors feel most worried. 
One such is Virgin Direct, part of a 
branding empire that spans airlines, trains, 
soft drinks and cinemas. Its only selling 
point is its name, since it runs index-track- 
ing funds that do not require any share- 
picking expertise. Index funds have be- 
come increasingly popular because their 
costs are low and because, in recent years, 
they have outperformed most actively 
managed funds investing in similar securi- 
ties. But in a soft market such as today's, 
when active managers can tout the advan- 
tages of defensive share selection and asset 
allocation over the blind matching of a 
stockmarket index, index funds are vulner- 
able. "What we don't want to do at the mo- 
ment is to disappear from sight,” says Gor- 
don Maw, Virgin's marketing manager. 
Not all managers believe in high-profile 
marketing blitzes. Vanguard, America’s sec- 
ond-biggest mutual fund group, best 
known for its own low-cost index funds, 
has been conspicuously absent from the 
advertising columns of the personal-fi- 
nance press. Throughout the bull market 
the company’s marketing, including nu- 
merous mailings to its own customers, em- 
phasised the risks of investing in equities 
and the benefits of diversifying among eq- 
uity, bond and money-market funds. Such 
a message is perhaps to be expected from 
America’s biggest bond-fund manager. But 
Tom Chapin, a principal at Vanguard, 
boasts that the firm has already adequately 
prepared investors for a downturn, so that 
a sudden burst of fresh advertising might 
be misunderstood as overreacting. That is 
the last thing anybody wants to do in the 
stockmarket—unless everybody else is do- 
ing it too. 
ee SS eee 
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Two kinds of openness 


Many argue that Asia's ex-tiger economies collapsed because they were too 
open to international finance. It would be more accurate to say that they 


weren't open enough 


UCH ofthe blame for the economic 
crisis in Asia and in emerging 
markets across the world has been laid at 
the door of "global capital". For years, the 
familiar argument goes, rich-country in- 
vestors piled into these poor but fast- 
growing economies, drawn by the prom- 
ise of much higher returns than they 
could ever expect at home. But the re- 
sources, as it turned out, were not well 
used: much of the inflow went on specu- 
lation in stockmarkets or property, to pay 
for industrial projects that had no sound 
commercial rationale, or sometimes 
merely to line the pockets of ministers, of- 
ficials and their friends. 

When this became appar- 
ent, at the start of what might 
otherwise have been a mild eco- 
nomic downturn, the foreign 
investors turned and fled. Hav- 
ing encouraged waste and reck- 
less risk-taking hitherto, by 
making capital too easily avail- 
able, they now cut the supply of 
new finance altogether, regard- 
less of economic fundamentals, 
and withdrew as much as they 
could of what they had invested 
already.As a result, Asia's down- 
turn became a rout—a spread- 
ing calamity that is causing ter- 
rible hardship in the countries 
concerned and which might yet 
drive the world as a whole into recession. 

This version of events, which is true so 
far as it goes, lies behind demands that 
emerging-market economies should re- 
introduce, or cancel any plans they had to 
remove, their controls on cross-border 
flows of capital. The merits of that idea 
are challenged elsewhere in The Econo- 
mist this week: the analysis is wrong even 
ifthe narrative is correct. But whatever the 
strengths and weaknesses of that case, it 
has become muddled with another ques- 
tion, related yet distinct, and just as im- 
portant—the question of financial open- 
ness, more broadly defined. 


In the financial ghetto 


Openness requires not only that borrow- 
ing and lending can flow across borders, 
but also that people and firms be free to 
buy internationally traded financial ser- 
vices, and that foreign banks and other fi- 
nancial firms can enter domestic markets 
to compete with the incumbents. In 
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many countries, rich and poor alike, gov- 
ernments restrict these additional free- 
doms, and treat their financial-services 
industries as enclaves—even while main- 
taining in other respects an open capital- 
flows regime. The converse is also true: fi- 
nancial-services industries can in 
principle be made to compete with for- 
eigners even if capital flows are in other 
respects controlled. 

So there are two kinds of openness. 
The second kind, openness to compe- 
tition, is indeed connected to the first, 





openness to capital flows. But far from be- 
ing a part of the capital-flows “problem”, 
financial competition is in fact a large 
part of the solution to it. 

The conventional wisdom is right to 
say that the shocking vulnerability of 
Asia’s financial systems had much to do 
with domestic defects. Before the crisis 
struck, as it now appears, banks through- 
out the region had mountains of bad 
debt—mountains that official figures 
turned into molehills. (The extreme case 
is South Korea: officially, non-performing 
loans in its banks were less than 1% of all 
lending in 1996; corresponding estimates 
of outside observers ranged between 15% 
and 30%.) Lax supervision, weak manage- 
ment, woefully poor control of risk, and a 
habit of lending to connected firms or at 
government behest were chiefly to blame. 
Add a surge of foreign capital to that lot 
and you are indeed asking for trouble. 

The question is, why did these defects 
persist? Doubtless for many reasons, po- 


litical as well as economic—but one an- 
swer is that these are hallmarks of protec- 
tion, of financial systems sheltered from 
outside competition. 

Before the crisis, the ex-tigers all re- 
stricted the entry of foreign-owned banks. 
They may have been open or semi-open 
to capital flows, but from an institutional 
point of view their financial systems were 
comparatively closed. In the mid-1990s 
foreign-owned banks accounted for 
roughly 5% of bank lending in South Ko- 
rea, Thailand and Indonesia—about the 
same share as in India, though more than 
in Japan, whose financial system is also 
in an appalling state. 

In contrast, the corresponding figure 
for Chile, nowadays the exemplary expo- 
nent of capital controls, was more than 
20%—about the same as in the United 
States. Chile does not restrict 
entry by foreign banks; more 
than half of its banks are for- 
eign-controlled. By this yard- 
stick, in other words, Chile was 
more open than the ex-tigers. 

And that has probably con- 
tributed to its financial sound- 
ness. The prudential record of 
rich-country banks is hardly un- 
blemished. Even so, they would 
have helped to expose and cor- 
rect Asia's problems in several 
ways. Competition would have 
driven down costs, including 
the costs that go with cronyism. 
It would have imported experi- 
ence of (and demands for) bet- 
ter standards of data, risk control, inter- 
nal oversight and external supervision. It 
would have brought in new technology. 
And it would have made the region's trou- 
bles more manageable by promoting fi- 
nancial diversification. Asian subsidiar- 
ies of rich-country banks would have 
been far more robust in the face of finan- 
cial shocks than the locals proved to be: 
unlike the locals, they don't have all their 
risks in one small place. 

As it happens, the crisis is beginning 
to force open Asian finance. This owes 
less to intellectual conviction than to the 
pressing need for the region’s govern- 
ments to rebuild their banking systems. 
For that, inward investment by foreign 
banks will prove invaluable. And it is a 
trend the IMr is keen to encourage. Many 
will find that puzzling: it seems to repeat 
the mistakes of the past. In fact, it helps to 
correct them. Whatever you think about 
capital flows, this is one respect in which 
global finance is definitely friend not foe. 
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Going, going... 


gone? 


It may soon be possible to eliminate syphilis in America. But to do it success- 
fully will require a new approach to public health 


FTER a long struggle, Treponema pall- 
idum, the bacterium that causes syphi- 
lis, may be on its last flagella. Its full com- 
plement of genes has just been disentan- 
gled, revealing much about how the beastie 
manages to evade the immune system, and 
opening the way for better diagnostic tests 
and, eventually, a vaccine. Humans are the 
bacterium's only hosts—a crucial require- 
ment if eradication is to be 
feasible. And T. pallidum is 
one of the few disease-causing 
bacteria that have not, so far, 
developed antibiotic resis- 
tance; it still remains suscepti- 
ble to penicillin, the drug that 
first brought it under control 
in the mid-1940s. As a result, it 
is almost unknown in West- 
ern Europe, where it was the 
scourge of monarchs and mer- 
rymakers for more than five 
centuries. And in America its 
incidence is as low as it has 
ever been, with fewer than 
10,000 cases reported in 1997. 
Unfortunately, this does 
not mean it is time to relax. 
Like other sexually transmit- 
ted diseases (srDps) that cause 
suppurating sores, syphilis fa- 
cilitates the spread of niv, the 
virus that causes AIDS. Accord- 
ing to Jonathan Zenilman, a 
doctor at Johns Hopkins Uni- 
versity, syphilis patients in in- 
nercity Baltimore are three 
times more likely to be HIV- 
positive than their non-syphi- 
litic peers. Moreover, this is a 
vicious circle—the damage that niv does to 
the immune system in turn facilitates the 
spread of syphilis. 

A second reason to act promptly is that, 
in America at least, syphilis seems to be cy- 
clical, with epidemics erupting every seven 
to ten years. It is now at the bottom of a cy- 
cle. But in the past 50 years each successive 
peak has been higher than the last. 

The cycles are thought to happen partly 
for biological reasons (as the incidence of 
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the disease falls, acquired immunity which 
for syphilis does not seem to last long in 
any given individual also falls), and partly 
for sociological ones (priorities in health 
care shift as the disease becomes rarer). As 
an example of the latter reason, even as 
syphilis rates were rising across America in 
the early 1990s, they were low and falling in 
Baltimore. In 1995, however, public-health 





services in that city were curtailed, and now 
syphilis rates in Baltimore are the highest 
in the country—indeed, they are compara- 
ble to levels in sub-Saharan Africa. 


Kick it when it’s down 


This is a stark warning of how fast things 
can go wrong. Given the prevalence of HIV, 
another general syphilis epidemic could be 
disastrous. So this time, America’s Centres 
for Disease Control (cpc) is keen to break 


the cycle for once and for all. To this end, it 
recently announced plans to eliminate 
syphilis from America altogether. 

Although the technical means to 
achieve this are now in place, and the low 
incidence of the disease makes the circum- 
stances more favourable than ever before, 
eliminating syphilis may be harder than it 
at first appears. For one thing, all srps carry 
a stigma that makes surveillance and treat- 
ment difficult. But syphilis is not just any 
old STD. 

Once it was ubiquitous—at the start of 
the second world war more than 596 of re- 
cruits to the American army had it—it now 
lingers only among the most marginalised 
people. Today, black Americans are 40 
times more likely to contract syphilis than 
whites. And of the counties still reporting 
the disease, most are poor and in the south. 
Indeed, the cpc reckons that 
50% of all syphilis cases occur 
in just 1% of America's 3,000- 
odd counties. 

The reasons for this are 
not entirely clear, but the 
main culprit seems to be a 
long history of inadequate 
primary health care in poor 
communities, especially those 
in the south. Moreover, poor 
blacks harbour a strong mis- 
trust of government doctors, 
mistrust that is partly a conse- 
quence of the notorious Tus- 
kegee syphilis study that ran 
between the 1930s and 1972. 
In conducting this study, the 
Us Public Health Service de- 
liberately denied poor, black 
men treatment for the disease 
long after such treatment—in 
the form of penicillin—had 
become available. 

This makes for a tricky so- 
cial and political battle- 
ground on which to fight 
syphilis. In many of the com- 
munities where it is still a 
problem, other social ills are 
so severe that the disease, es- 
pecially now that it has fallen to such low 
levels, is not seen as a priority—precisely 
the circumstances in which a new epi- 
demic could break out. Nonetheless, Mi- 
chael St Louis, a senior epidemiologist at 
the cpc, hopes that because syphilis is so 
closely associated with poor public health 
services, a campaign to eliminate it could 
be used as a way of improving public 
health more generally. 

To work, though, this requires a radical 
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new approach to public health. Martha 
Hill, immediate past president of the 
American Heart Association, is one of the 
apostles of such a notion. She believes that 
efforts which focus narrowly on treating 
diseases are ultimately doomed to failure. 
Instead, she suggests that health services 
should respond to the concerns of those 
who are in and out of jail, or homeless. The 
“bourgeois” model ofa doctor sitting in his 
office with patients coming to him is not of 
much use to such people. 

Dr Hill says that doctors and nurses 
should work in places such as job centres, 
and that they may need to act as mentors, as 
well as dispensers of treatment, to those 
whose health they hope to improve. For in- 
stance, in a programme that she has set up 
to combat high blood pressure and heart 
disease in poor black men, health workers 
help their patients to write job applica- 


INGS and queens employ minions to 
| do the dangerous work of guarding 
them. The rulers of insect colonies gener- 
ally do the same. A predator must be ex- 
| ceptionally large and determined to pen- 
etrate the screen of stinging workers that 
surrounds the royal quarters in most 
nests of ants, bees, wasps and termites. 
But in Australia, the queens ofa bee called 
Exoneura robusta frequently do the job 
themselves, standing sentinel at the en- 
| trances of their nests, inspecting whoever 
| comes and goes. Nicholas Bull, an ento- 
mologist at Flinders University of South 
Australia, found himself wondering why. 
The answer seems to be bound up 
with the palace politics of the species. Un- 
like honeybee hives, colonies of Exoneura 
contain several fertile females—some- 
| times as many as eight. This court is ruled, 
however, by a single queen. And the office 
of queen is usually occupied by the first 
female bee in a nest to emerge from its 
pupa in spring. 
The queen's main privilege is to pro- 








tions, and sometimes even take them to job 
interviews and remind them how to dress. 
In the poorest parts of America, where 
many people have never had a job, such ba- 
sic know-how is often missing. 

If such a programme could be intro- 
duced more widely, America's efforts to 
eliminate syphilis might yet be a triumph 
of public health. But the danger with all 
elimination or eradication campaigns is 
that the goal becomes all-consuming. In 
this case, that would be a serious mistake. 
For one thing, failure could undermine fu- 
ture efforts in public health. But more im- 
portant, there is now a precious opportu- 
nity to harness the momentum to elimin- 
ate syphilis to achieve something far more 
significant: a complete revamp of public- 
health services in poor areas. The opportu- 
nity should not be squandered. 





. Guarding one's privileges 


duce the majority of the female offspring 
in the next generation. Her courtiers are 
generally restricted to hatching males. 
Those females that are produced by sub- 
ordinates usually emerge after a queen's 
own progeny. This means that the crown 
will pass from mother to daughter. But 
what has not been clear until now is how 
this arrangement is enforced. Dr Bull's re- 
search suggests that the answer explains 
the queen's apparently risky nest-guard- 
ing behaviour. 

Like other bees (and also ants and 
wasps), the sex of an individual Exoneura 
is determined by whether the egg it — 
hatches from was fertilised by a sperm. 
Fertilised eggs yield females; unfertilised 
ones yield males. Dr Bull observed that 
the time the queen guards the nest most 
actively is winter—the mating season— 
and he guessed that she is less concerned 
by the idea of a predator getting in than 
by the possibility of a female who has dal- 
lied with a male from outside the nest 
managing to lay some eggs before the 
royal clutch is ready. That would almost 
certainly mean that the usurpers off- 
spring emerged before the queen's, lead- 
ing to an unwelcome change of dynasty. 

To test this hypothesis, Dr Bull ob- 
served the guarding behaviour of the 
queens. He found that subordinates who 
had had contact with foreign males were 
five times more likely to be denied entry 
to the nest than subordinates who had 
had contact with foreign females. So it 
seems that by exposing herself to the risks 
of sitting by the entrance, a queen is, in- 
deed, looking after the interests of her 
own posterity. In bees, at least, rank hath 
its price as well as its privilege. 
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Vacuum science 


A stronger suck 


BIRMINGHAM 


T THE 14th International Vacuum Con- 
gress, held in Birmingham at the be- 
ginning of September, hundreds of resear- 
chers got together to talk about nothing. 
Literally. For over a century, scientists have 
found increasingly effective ways of suck- 
ing air out of a chamber to make a vacuum, 
using ever more sophisticated pumps. The 
latest of these, reported by Cristoforo Ben- 
venuti from CERN, the European high-en- 
ergy physics laboratory, near Geneva, uses 
the walls of the vacuum chamber itself to 
do the pumping. This trick will not only 
help the builders of particle accelerators to 
improve the vacuum tubes in which their 
particles travel. It could also offer manufac- 
turers of flat-panel display screens a way to 
extend the lives of their products. 

Dr Benvenuti's invention is a new type 
of “getter” pump—a piece of metal that acts 
like a sponge by absorbing stray gas mole- 
cules. In the extreme high vacuums re- 
quired for particle accelerators, where ev- 
ery stray gas molecule is a potential ob- 
stacle for the speeding particles, the main 
source of such molecules is not matter left 
over after the air has been pumped out, but 
hydrogen dissolved in the steel of which 
the apparatus is made. Over time, this hy- 
drogen leaks out of the steel and into the 
chamber. Getter pumps mop it up, remov- 
ing any obstacles to the particle beam. 

Until now, such pumps have been 
made of titanium, which has a healthy ap- 
petite for hydrogen. Its drawback is that it 
has to be heated to 700'C inside the vac- 
uum chamber, after the chamber has been 
sealed, in order to get rid of the oxide coat- 
ing on the metal's surface (a process known 
as "activation"). Dr Benvenuti and his team 
have devised a way to reduce the activation 
temperature to a mere 200'C, opening the 
way to using getter pumps far more widely. 

Activation works not by driving oxygen 
away, but by sucking it into the metal in the 
same way that hydrogen is absorbed. The 
heating is necessary to give the oxygen at- 
oms, which are bigger than hydrogen at- 
oms, enough energy to squeeze through the 
lattice oftitanium atoms. Dr Benvenuti rea- 
soned that it should be possible to find an 
alloy whose lattice structure would absorb 
oxygen at a lower temperature than pure ti- 
tanium does—and after experimenting 
with a number of weird and wonderful 
metals the team came up with a mixture of 
zirconium, vanadium and titanium. 

The advantages of the new getter mate- 
rial are numerous. Heating earlier getter 
pumps had to be done electrically. That 
meant insulating them from the rest of the 
vacuum chamber, which is rather a fiddly 
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process. But vacuum chambers are routine- 
ly heated to 200°C in order to drive off wa- 
ter vapour, which means that the new get- 
tering material can be made an integral 
part of the chamber. In practice, the best 
way to do this is to plate the inside of the 
chamber with the new alloy. This provides 
a large surface area to absorb leaked hydro- 
gen, and, by sealing the inside of the cham- 
ber walls, also cuts down the amount of 
leakage that occurs in the first place. 

The promise of better, cheaper and 
more compact vacuum chambers is a de- 
light for high-energy physicists, who need 
tens of kilometres of vacuum tube to build 
their particle accelerators. But the benefits 
of the new getter pump may be even more 
wide-ranging. Dr Benvenuti believes that 
the new alloy could help in the fabrication 
of field-emission displays (FEDs). These are 
flat screens made of large arrays of micro- 
scopic electron-beam emitters, each acting 
as a miniature television tube, but lighting 
up just one small dot on the screen. 

Technically, FEDs are better in many re- 
spects than liquid-crystal displays (the 
most common type of flat screens) or 
plasma displays (one of the most hyped al- 
ternatives). So there is a fierce race to de- 
velop them to the point where they can 
compete commercially. One remaining 
hurdle is that they must be sealed under 
high-vacuum conditions that have to per- 
sist for the lifetime of the device—no small 
feat. Introducing just a little of the new get- 
ter-pump alloy into a FED should do won- 
ders to maintain the vacuum. And the low 
activation temperature would pose little 
risk of damaging the delicate electronics 
built into the screen. 

Confident that it is on to a winner, 
CERN has taken out patents on the new get- 
ter pump, part of a move by the laboratory's 
management to do more to protect the 
intellectual property that the organisation 
produces. CERN was widely criticised for 
inventing the World Wide Web and then 
failing to cash in on it. It is not about to 
make the same mistake with its contribu- 
tion to empty space as it did with its con- 
tribution to cyberspace. 





Spaceflight 


Not exactly 
rocket science 


OCKET engines are unwieldy things. 

The faster you want a spacecraft to 
move, the more fuel it must carry, and the 
less room there is left for useful payload. 
Which is why, over the years, a number of 
bizarre alternatives have been proposed: 
space lifts, for example, to hoist satellites 
into orbit, or solar sails to waft space probes 
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The launch team 


along using the gentle pressure of radiation 
from the sun. Perhaps the craziest-sound- 
ing idea is that of Clifford Singer of the Uni- 
versity of Illinois. His plan is to send space- 
craft on their way by bombarding them 
with ball-bearings. 

Several years after he originally floated 
the idea, Dr Singer has now worked out the 
practical details. He has just published his 
results in a paper in Acta Astronautica. In 
its simplest form, his scheme involves an 
orbiting launch platform that catapults 
ball-bearings from a centrifuge towards its 
target, say a satellite or a space probe in a 
low-earth orbit. Each ball-bearing, measur- 
ing about five millimetres (a fifth of an 
inch) in diameter and travelling at around 
two kilometres (just over a mile) a second, is 
caught by a second centrifuge fitted to the 
target. After whizzing around a carefully de- 
signed guide-track, it is sent back the way it 
came. In the process, energy is transferred 
to the satellite or probe, which gradually ac- 
celerates away from the launcher. After 
passing to and fro several times between 
the two, the ball-bearings are recaptured by 
the launcher and can be re-used. 

Precise aiming and timing are vital, so 
each ball-bearing would have to be care- 
fully steered, and its speed minutely ad- 
justed, using electromagnetic coils. But Dr 
Singeris confident that it will be possible to 
keep the ball-bearings on target even when 
that target is as far as ten kilometres away 
from the launcher. 

The principal advantage that the Singer 
approach would have over conventional 
propulsion systems is that it would dra- 
matically reduce (and in some cases elimi- 
nate) the need for rocket fuel. One of its 
main uses would be to boost "geostation- 
ary" communications satellites into the 24- 
hour-ong orbits that keep them hovering 
over the same spot on the earth's surface. At 
the moment, the fuel needed to transfer a 





satellite into such an orbit accounts for 55% 
of its mass. Do away with that fuel, and 
there is suddenly more room for useful 
(and revenue-earning) payload. 

Similarly, interplanetary probes carry 
large amounts of fuel. It accounted, for ex- 
ample, for 40% of the original mass of the 
Galileo craft currently investigating Jupi- 
ter. Although it would probably not be pos- 
sible to do away with the rocket engines on 
such craft altogether (they are needed for 
braking and other manoeuvres) the use of 
ball-bearings to speed probes on their way 
would produce valuable savings in weight. 

Conventional rockets would still be 
needed to get satellites and space probes 
from the surface of the earth into tempo- 
rary low-earth orbits. But here, too, Dr 
Singer believes that there is scope for reduc- 
ing fuel requirements. The idea would be to 
send a payload up on a low-powered rocket 
so that it just cleared the atmosphere. It 
would then be "caught" by using ball-bear- 
ings to give it the sideways push needed to 
establish a stable orbit. According to Dr 
Singer, this could reduce the amount of fuel 
required to put something in orbit by as 
much as 90%. 

The latest version of his scheme intro- 
duces the concept of additional relay sta- 
tions, equipped with centrifuges, between 
the launcher and the target. These would 
serve two purposes: to accelerate the stream 
of ball-bearings still further, giving the tar- 
get a harder push; and to extend the range 
of the system beyond ten kilometres, mak- 
ing longer periods of acceleration possible. 

Dr Singer and his team are now devis- 
ing experiments to test their designs for the 
aiming, guidance and timing systems. They 
hope to be able to proceed with an orbital 
field test within two or three years. Unlikely 
though it may seem, the future of space pro- 
pulsion could be a whole new ball game. 
a 
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Culture wars 


PARIS AND LOS ANGELES 





Is American culture, like a horror-monster’s foot, about to crush the world? 
Only in film does America really rule—and cultural protection is no answer 


RANCE'S Ministry of Culture does not 

look like the sort of place where pessi- 
mism ought to flourish. The ministry occu- 
pies a wing of Richelieu's magnificent 
Palais Royal, round the corner from the 
Comédie Francaise and just a short walk 
from the Louvre and the Opéra. On their 
way to lunch its inhabitants have to pick 
their way through throngs of tourists who 
have come from all over the world to ad- 
mire France's cultural riches. 

Yet pessimism flourishes here nonethe- 
less. The ministry's officials are convinced 
that a rising tide of American popular cul- 
ture is swamping France. And they spend 
much of their working lives administering 
a complex system of quotas and subsidies 
that are designed to protect French culture 
from total submersion. 

The ministry has almost uniform sup- 
port for its position among a French cul- 
tural elite worried about the threat that 
America poses, particularly to French film. 
Their concern is not, as sometimes 
claimed, that an upstart America hijacked 
the French national invention of Méliès 
and the Lumières. Rather it is that Holly- 
wood is a Trojan horse bringing with it Dis- 
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neyland Paris, fast-food chains and free ad- 
vertising for American products from 
clothes to rock music. “America is not just 
interested in exporting its films,” says Giles 
Jacob, the head of the Cannes Film Festival. 
“It is interested in exporting its way of life.” 

These French people lead a world guer- 
rilla army hoping to curb American cul- 
tural hegemony. In 1989 the French govern- 
ment persuaded the European Commun- 
ity to decree that 40% of TV programmes 
should be domestic. It also strengthened 
their complex system of support (which 
taxes cinema tickets to help French film 
production) by extending it to television 
programmes. In 1993 France threatened to 
sabotage the GATT trade round in order to 
exempt audio-visual materials from free 
trade agreements. 

The French have found a powerful ally 
in Canada, which has long been terrified of 
being swamped by its closest neighbour. Of 
the films shown on Canadian screens, 96% 
are foreign, primarily American. Three- 
quarters of the music on Canadian radio is 
not Canadian. Four in five magazines sold 
on news-stands in Canada, and six in every 
ten books, are foreign, mainly American. 


In June Canada organised a meeting in 
Ottawa about American cultural domi- 
nance. Nineteen countries attended, in- 
cluding Britain, Brazil and Mexico; the 
United States was pointedly excluded. At is- 
sue were ways of exempting cultural goods 
from treaties lowering trade barriers, on the 
view that free trade threatened national 
cultures. The Ottawa meeting followed a 
similar gathering in Stockholm, sponsored 
by the United Nations, which resolved to 
press for special exemptions for cultural 
goods in another global trade pact, the Mul- 
tilateral Agreement on Investment. 


What exactly is the problem? 


Quite apart from its recommended solu- 
tions, is the “resistance” to American cul- 
tural imperialism correct in its diagnosis of 
the problem? Lurking here are three dis- 
tinct questions. Is Hollywood as powerful 
as its enemies imagine? Is there an identifi- 
able thing you can sensibly label “Ameri- 
can culture”? And does America’s domina- 
tion extend to every corner of the popular 
arts and entertainment? 

A strong case can be made out that 
America dominates world cinema. It may 
not make most feature films. But American 
films are the only ones that reach every 
market in the world. (The highly successful 
films of India and Hong Kong hardly travel 
outside their regions.) In major markets 
around the world, lists of the biggest-gross- 
ing films are essentially lists of Hollywood 
blockbusters in slightly differing orders 
with one or two local films for variety. In 
the European Union the United States 
claimed 70% overall of the film market in 
1996, up from 56% in 1987; even in Japan, 
America now accounts for more than half 
the film market. “Titanic” has grossed al- 
most $1.8 billion worldwide. “Armaged- 
don” and “Lethal Weapon 4” play well 
from Belgium to Brazil. 

Hollywood's empire also appears to be 
expanding by the year. Hollywood now 
gets roughly half its revenues from overseas, 
up from just 30% in 1980. At the same time 
few foreign films make it big in the United 
States, where they have less than 3% of the 
market. Between 1995 and 1996 Europe's 
trade deficit with the United States in films 
and television grew from $4.8 billion to 
$5.65 billion. 

Striking figures, to be sure. Yet the more 
one looks at many ofthese films the less dis- 
tinctively American they become. One rea- 
son for Hollywood's success is that from the 
earliest days it was open to foreign talent 
and foreign money. Some of the great fig- 
ures of Hollywood—Chaplin, Murnau, 
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Stroheim, Hitchcock—were imports. And 
now, two of the most powerful studios, Co- 
lumbia Tristar and Fox, are owned by for- 
eign media conglomerates, Japan's Sony 
and Australia's News Corporation. 

Several of Hollywood's most successful 
films have drawn heavily on international 
resources. "Three Men and a Baby", which 
helped to revive Disney after a fallow pe- 
riod in the mid-1980s, was a remake of a 
French comedy. “Total Recall” was made 
partly with French money, direct- 
ed by a Dutchman and starred an 
Austrian, Arnold Schwarzen- 
egger. “The English Patient” was 
directed by a Briton, shot in Italy, 
and starred French and British 
actresses. 

It may even be argued that it 
is less a matter of Hollywood cor- 
rupting the world than of the 
world corrupting Hollywood. 
The more Hollywood becomes 
preoccupied by the global mar- 
ket, the more it produces generic 
blockbusters made to play as well 
in Pisa as Peoria. Such films are 
driven by special effects that can 
be appreciated by people with 
minimal grasp of English rather than by di- 
alogue and plot. They eschew fine-grained 
cultural observation for generic subjects 
that anybody can identify with, regardless 
of national origins. There is nothing par- 
ticularly American about boats crashing 
into icebergs or asteroids that threaten to 
obliterate human life. 


Hollywood is not America 


The very identification of Hollywood with 
American culture, particularly American 
high culture, is itself a mistake. So is confus- 
ing screen conduct with real conduct, al- 
though plenty of serious-minded people 
do seem to treat Hollywood as a ruinous in- 
fluence on American manners and morals: 
Michael Medved, an American screen- 
writer turned cultural commentator, ar- 
gues that, far from nurturing deep-rooted 
values, Hollywood helps destroy them. 
“Tens of millions of Americans now see the 
entertainment industry as an all-powerful 
enemy,” he argues, “an alien force that as- 
saults our most cherished values and cor- 
rupts our children.” Making a point more 
about art than behaviour, Terry Teachout, a 
music critic, says that educated Americans 
would cheer if an earthquake reduced Hol- 
lywood’s sound stages to rubble. “The ‘ene- 
my at the gates is not the United States, free 
trade or even Walt Disney,” he says with de- 
liberate effect, “it is democracy.” 

Instead of treating the sovereignty of 
popular taste as something that underpins 
America’s cultural domination of the 
world, many of America’s neocon- 
servatives (and some liberals) see it rather 
as a perilous solvent acting on the United 
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States itself. The country, they fear, is dis- 
solving into a babble of discordant ethnic 
voices without a common cultural identity 
or a shared national purpose. And they put 
put much of the blame on the proliferation 
of foreign-language media outlets. One of 
the most popular television channels in 
Los Angeles is KMFX 34, which broadcasts 
in Spanish; there are also channels which 
broadcast exclusively in Korean, Cantonese 
and Japanese, and others that rent air-time 





A hole in the argument 


for Yiddish and Russian broadcasts. Even 
in the shadow of the Hollywood sign it is 
possible to live without bowing the knee to 
a majority culture. 

The world's culture ministers might 
well reply that the inroads that Spanish 
and Korean television have made into the 
United States are as nothing compared 
with the inroads that American television 
has made into their home countries. The 
deregulation of television in the 1980s cre- 
ated a legion of upstart stations that were 
desperate for content—and much of the 
cheapest and most reliable content came 
from America. 

Yet as new stations establish themselves 
they tend to drop generic American prod- 
ucts in favour of local productions: audi- 
ences still prefer homegrown fare if given 
the choice. In every European country in 
1997, the most popular television pro- 
gramme was a local production. *Nav- 
arro", an unmistakeably French action 
drama, has never had less than a 33% mar- 
ket share. Across the channel, "Inspector 
Morse", a much re-run British detective se- 
ries, owes its lasting appeal to an Oxford 
setting and a curmudgeonly hero. 


In rock music, Europe rules 


The strength of local ties is even more ap- 
parent in pop music, long supposed to pro- 
vide the soundtrack to America's cultural 
hegemony. The United States has never en- 
joyed the same dominance of pop music as 
it has of cinema, having to share the global 
market with Britain. According to a just 
published book reporting the results of a 
rock-music poll of 200,000 people aged 


from nine to 62 in America and Europe, 
“The All-Time Top 1,000 Albums” (Virgin; 
£16.99. London Bridge; $24.95), seven of the 
ten most popular albums were British. As 
the rock market fragments into niches— 
from urban rap to techno—it is harder and 
harder to create global brands. 

A few years ago few self-respecting teen- 
agers would be caught dead listening to 
French or Swedish pop groups. (The Swed- 
ish group Abba was almost the definition 
of naff.) Now French groups such 
as Air and Daft Punk and Swed- 
ish groups such as Ace of Base 
and the Cardigans are decidedly 
cool. In Germany, the world’s 
third- largest music market after 
the United States and Japan, lo- 
cal performers account for 48% of 
the DM6 billion ($3.5 billion) in 
yearly sales, double the percent- 
age five years ago. Two leading 
music channels, Viva and Viva-2, 
now devote about 4096 of their 
time to German titles. In Spain, 
58% of the total $1 billion music 
sales are generated by Spanish 
and Latin American artists. In 
theFrench market, French rock 
groups account for nearly half the country's 
total sales. Mrv makes different pro- 
grammes for different regions. 

As America's pop-music industry strug- 
gles with a stagnating international mar- 
ket, European groups are finding it easier to 
cross borders. Americans buy some $2 bil- 
lion worth of Spanish music a year. Ace of 
Base's first record was one of the biggest 
selling debut records ever, dominating the 
American charts. German techno bands 
such as Mr President have had a string of 
international successes. Ibiza is the capital 
of global dance music. Daft Punk sold 
900,000 albums outside France last year, 
earning some 77m francs ($13m). Even Ice- 
land has a global star in Bjork. 


So long Broadway 
The American empire is equally shaky in 
other areas of popular culture. The British 
have dominated popular musicals since 
the appearance of “Joseph and the Amaz- 
ing Technicolour Dreamcoat” and “Jesus 
Christ Superstar” in the mid-1970s. Andrew 
Lloyd Webber and Cameron Macintosh re- 
vived what had become a geriatric art form 
with catchy tunes, clever lyrics sumptuous 
sets and relentless marketing. They turned 
British musicals into both a major tourist 
attraction and an important export. “The 
Phantom of the Opera” has been seen byan 
estimated 52m people, pulling in more 
than £1.5 billion ($2.5 billion). Basle has a 
purpose-built theatre for “Phantom”, Bo- 
chum, in Germany, has one for “Starlight 
Express” and Frankfurt has one for “Sunset 
Boulevard”, complete with its own hotel. 
As for fashion, the great houses of Paris 
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and Milan dominate the high end of the 
market, London its street-wise, popular 
base. Walk down Rodeo Drive in Los Ange- 
les, with its outlets for Gucci, Valentino and 
Armani, and America looks like the cul- 
tural colony, not Europe. Here too it is the 
British who are shaking up the industry. 
Jean-Paul Gaultier claims that he gets some 
of his best ideas by walking around Lon- 
don. Ex-punker Vivienne Westwood is a 
grande dame in Paris and Milan, and two 
big French houses recently put young Brit- 
ish designers, John Galliano and Alexander 
McQueen, in charge. 

Even in publishing and magazines—an 
area that particularly worries the Canadi- 
ans—American domination is by no 
means clear-cut. The best-known magazine 
editor in the United States is an English- 
woman, Tina Brown, who is credited with 
reviving (before leaving) both "Vanity Fair" 
and “The New Yorker". Foreign companies 
control half of America's top 20 publishing 
houses. Earlier this year Bertelsmann, a Ger- 
man conglomerate, purchased America's 
biggest publisher, Random House, provok- 
ing headlines about American culture be- 
ing sold to foreigners. 

In fact, Bertelsmann may well be a 
stronger global force than its American- 
owned rivals. After the fall of the Berlin 
Wall it built a network of book clubs, pub- 
lishers and record companies across the 
old Soviet block. It holds a stake in Prague's 
City Radio, owns the biggest newspaper in 
Hungary and in Slovakia, and has 
launched a glossy science magazine in Rus- 
sia in a venture with the Orthodox Church. 


Don't protect 


Even if America really were as powerful as 
its cultural adversaries imagine, the com- 
monly suggested solution of protection 
would not be the answer. Take film, where 
there is no question about Hollywood's 
might. Quotas are about as suitable to the 
modern age as the horse and carriage. Any- 
body who wants to watch an American TV 
programme in prime time can flick 
through an ever-increasing number of 
channels—or rent a video. Quotas also have 
the perverse effect of encouraging the pro- 
duction of *quota quickies"—banal local 
productions designed only to satisfy ofh- 
cial mandates and capture the subsidies 
that often come with them. 

The case for subsidies is hardly more ro- 
bust. Government handouts tend to go to 
the people who have least need of them. 
Frances Centre National de la Cinéma- 
tographie gives the biggest subsidies to the 
country's most successful film producers. 
One of the three British film companies 
that get grants from Britain's National Lot- 
tery is run by the producers of two of the 
most successful British films of recent years, 
“Four Weddings and a Funeral" and 
"Trainspotting". At best, this means that 
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public money is used to subsidise films 
that would have been made anyway; at 
worst, it means that talented producers 
spend their time lobbying the government 
rather than making good films. 

In some cases subsidies even end up 
supporting the sort of Hollywood fodder 
that they are meant to thwart. The past de- 
cade has seen a steady trek of Hollywood 
producers to Canada, particularly Toronto, 
in search of subsidies and a nice exchange 
rate. (Films and television shows made in 
Canada—even by foreigners—are eligible 
for government handouts; Canadian tele- 
vision channels also pay a premium for 
programmes that help them meet govern- 
ment requirements for Canadian content.) 
Toronto has doubled for New York city in 
more than 100 films (including "Moon- 
struck" and "I'll Take Manhattan") and Tv 
series (including "Due South" and "Gang- 
sters”). Alliance Communications, which 
produces "Due South", about a Canadian 
mountie who busts Chicago street gangs, 
calculates that the show would cost about 
40% more to produce in Chicago. 

Jeanne Moreau, the doyenne of French 
film actresses, suggests a more hopeful way 
of preserving French (and by implication 
other national) film industries. French film 
producers, she argues, should stop relying 
on protectionism (“an attitude born from 
fear") and should start believing in them- 
selves again. They should realise that the 
building of new cinemas and the explosion 
of television channels provides them with 
an opportunity: "The beast needs to be 
fed," she laughs. They should learn from 
Hollywood's story-telling skills and from 
its savoir-faire. And they should form alli- 
ances with Hollywood studios to exploit its 
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technical skills and its marketing might. 

This answer has the merit of working 
with the grain of new technology and new 
Hollywood thinking. Some time ago stu- 
dios began to set up or buy independent 
studios to reduce their dependence on ex- 
travagant blockbusters and reach beyond 
their most reliable audience of teenage mo- 
rons. That restless quest for new ideas and 
fresh talent has now lead them to create 
subsidiaries in Europe: Sony's Bridge in 
London; a Miramax office in Berlin and 
offshoots of Warner Brothers both there 
and in Paris. 

Cultural protectionists might well com- 
plain that this is yet more evidence of 
America's remorseless penetration into Eu- 
ropean markets. Yet what is it that they ob- 
ject to—the Americanness of the company 
or the Americanness of its products? On 
balance, global companies, be they Ameri- 
can-, Australian- or German-owned, do 
best when serving local markets, local ways 
and local tastes. 

The United States will always have a big 
influence on popular culture. America has 
the advantage of a huge domestic market, à 
language that is becoming ubiquitous and 
a genius for marketing. Its worldwide im- 
age is of the nation that reached modernity 
first, inventing trends from blue jeans to 
rock ’n’ roll, since widely adopted—and 
adapted—elsewhere. Whether they want to 
resist American modernity from fear or 
from envy, cultural protectionists are 
wrong to think they can direct taste through 
subsidies and quotas. And they err yet more 
if they think that, given a free choice, their 
citizens will prefer American to local arte- 
facts. Those officials at France's Ministry of 
Culture have less to fear than they think. 
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Akira Kurosawa 


ATCHING à film made by 

Akira Kurosawa is not al- 
ways fun. *Rashomon" is set in 
medieval Japan. A murder has 
taken place, and probably a 
rape. Four witnesses to the 
events describe what they have 
seen. Their accounts are contra- 
dictory. The message of the film 
appears to be that truth is 
elusive. 

The film had an indifferent 
reception when first shown in 
Japan. Reviewers judged, no 
doubt correctly, that Japanese 
moviegoers were not keen on 
messages. Soft porn and simple 
stories are what pack the cine- 
mas of Tokyo. The critics at the 
Venice film festival in 1951 were 
made of sterner stuff. "Rash- 
omon" gained their top award. 
They had taken their seats ex- 
pecting to see a cliché Japan of 
geishas and cherry blossom. 
They emerged in the grip of a 
subtle mind. The film has 
gained a kind of immortality in 
the phrase “Rashomon-like”, 
meaning uncertainty. For the 
first time a Japanese director 
won international recognition. 
The Japanese became proud of 
their worldbeater. Mr Kurosawa 
was awarded the Order of the Sa- 
cred Treasure, the first film di- 
rector to receive it. But, for 
choice, most Japanese have con- 
tinued to feel there is nothing to 
beat a spicy boy-meets-girl story. 

For all the critical praise heaped upon him, Mr Kurosawa 
never found it easy to raise money for his films. In 1971, when he 
was 61, his spirits were so low that he attempted suicide; presum- 
ably a cry for help as Japanese suicide attempts tend to be final. 
At other times he tried to make films with an obvious popular 
appeal, which are best forgotten. Orson Welles had a similar ex- 
perience. “Citizen Kane”, made when he was young, is consid- 
ered by some to be the best film ever, but for the rest of his career 
he only scraped a living as a director. 


The samurai 


Akira Kurosawa and Orson Welles were innovators in an indus- 
try that mostly prefers tried and tested formulae. There are of 
course other directors whose talents are argued over by the mi- 
nority who see film as an art as well as mass entertainment. But 
the list is fairly small, and belongs to no one country. In the 
1920s, the most critically admired films were German and Rus- 
sian, in the 1930s they were French, in the 1940s British and Ital- 
ian. As in a great painting, there is always something new to see 
in, say, “The Bicycle Thieves” (Vittorio De Sica, 1948) or “La 
Grande Illusion” (Jean Renoir, 1937). Mr Kurosawa saw these 
and many other films made in the West. As a child he had had a 





Akira Kurosawa, emperor of Japanese 
films, died on September 6th, aged 88 


free pass to a cinema where his | 
brother was a narrator of silent 
movies. At a time when Japan 
was authoritarian and fiercely 
nationalistic, Mr Kurosawa be- 
came an admirer of western 
ideas. Shakespeare was an obvi- 
ous master, but so was John 
Ford, the maker of American 
westerns of pace and atmo- 
sphere. “The Seven Samurai”, 
perhaps Mr Kurosawa's best- 
known film, is a sort of Japanese 
western, in which poor villagers 
hire a group of unemployed 
warriors to protect them from 
bandits. Hollywood remade it as 
"The Magnificent Seven", which 
has some of the shine of the orig- 
inal. “Yojimbo” was remade as 
“A Fistful of Dollars”, starring 
Clint Eastwood. Hollywood was 
grateful. It awarded Mr Kuro- 
sawa three Oscars. 

When in 1970 Hollywood 
decided to make “Tora! Tora! 
Tora”, an epic about the attack 
on Pearl Harbour which 
brought America into the sec- 
ond world war, Mr Kurosawa 
seemed just the man to direct 
the Japanese scenes. He was en- 
thusiastic, but pulled out long 
before the film was completed. 
One story told at the time was 
that he wanted the Japanese in 
the cast to have military training 
to ensure authenticity. Whether 
that is true or not is unclear; it 
doesn’t seem a bad idea. What is clear is that Mr Kurosawa in- 
sisted on absolute control of the Japanese scenes. 

This was his way. He was tenno, the emperor, of his world. 
One of his actors recalled that he would scream, “The rain isn't 
falling like I want it to." He was a perfectionist, but necessarily a 
frugal one. His most expensive film was "Ran", made in 1985, 
and based on the story of "King Lear". It cost $10m, a lot of 
money for a Japanese film but trifling by Hollywood standards. 
He kept costs down by working fast. In many of his films he used 
the same team of reliable actors, headed by Toshiro Mifune, who 
died last year. Each scene was filmed by three cameras in differ- 
ent positions. Each night Mr Kurosawa would edit the day's film- 
ing, so that when the filming was finally finished he had a rough 
draft of the movie. 

He left an oeuvre of 30 films produced over a period of about 
50 years, the final one, “Madadayo”, about an elderly academic, 
as recently as 1993. Although no one questioned that he was 
world class as an artist, some Japanese, still among the most na- 
tionalistic of people, wondered whether he was too fond of west- 
ern ideas. Mr Kurosawa would point to his collection of an- 
tiques. Alongside Japanese lacquerware was French glass. Both 
were beautiful. Japan and the West, he said, lived side by side in 
his mind. 
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challenges in a rapidly changing STAR 


FOR MONETARY 


INTERNATIONAL CENTER | 
AND BANKING STUDIES 


« 


René Stulz Saneren 21-25 
FINANCIAL RISK MANAGEMENT AND DERIVATIVES 


ICMB 


10 Gordon Ibbotson Sept. 28 - Oct 2 
ADVANCED LARGE CORPORATE CREDIT ASSESSMENT 


11 Mike Staunton October 12- 16 
EQUITY PORTFOLIO MANAGEMENT 


12 Philippe Jorion October 19 - 23 
GLOBAL ASSET ALLOCATION | 

13 David Cox November 9-13 
QUANTITATIVE TECHNIQUES FOR FINANCIAL MARKETS 


14 Salih Neftci November 16 - 20 
ADVANCED MATHEMATICS OF DERIVATIVE PRODUCTS 


For our detailed brochure, please contact: 
Fabienne Scagliola or Béatrice Candolfi 
ICMB 

Av. Blanc 49 — 1202 Geneva, Switzerl and 
Tek +41-22/731 95 55 

Fax: +41-22/731 95 75 
http://heiwww.unige.ch/ icmb/ 

e-mail icmb @hei.unige.ch 
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- Programme Portfolio. m 


“London Business School exists to advance leaming and research 


VaREÜTTRREMA eA E 4UALIYYN eee eee eee ee ee ee 


DEVELOPMENT PROGRAMME 






You are ambitious. That is why you are already a hig 
successful manager in your field. And now you are ready to 
move on to general management. P 





Our Accelerated Development Programme will set you. E 
on the path to senior management, giving you a very. ic 
real advantage. It will enable you to develop the skills, | U 
knowledge and perspectives of successful general managers. | 









The programme is designed to accelerate your development . | 
in three key areas by enhancing your technical, people and ]- 
strategic skills. DES 





Firstly, you will broaden your technical skills including finance go 
& accounting, marketing and operations management. You |} x 
will also reinforce your personal and interpersonal abilities | 
and strengthen your capacity to manage and lead. 




















Finally, you will develop your strategic abilities so that you. 2 
are able to provide your team with a clear vision. xj 


The Accelerated Development Programme is an enormous - 
challenge. With world-class faculty and an international | 
peer group, you will tackle the complex problems of |. 
general management. At the end of the four weeks | 
you will be rewarded with greater insight and the skilsand. | 
confidence to take a big step forward in your career. E 





Perr rrr ANE ATAAAE ENAATXATVAOACETXSAZATTYEZUSESANVSAANATTE MEAE AERE EV EAWVRAÉANARAVERTAVIATESTAASSWVAR bU c nid 


For fuil details including programme dates, return the coupon x or i onini: onm 
Karen Nisbett, Executive Education, London Business. School, Sussex Pla 

K. : me: 444 (0)171 706 $835. 
Fax: +44 (001171 724 6051. e-mail: execinfo@ibs. ac.uk : 





SSSCH EF RARATARER HER 


SeeECHO RTE RHR EV RH HRY 


Piease tick this box if you would like further 
information about our Executive Education — 


SOs Cave ose see HK ean een ge 















Venice International University 

INTERNATIONAL CENTER OF ECONOMICS AND FINANCE 
Master's Program in Economics and Finance 
January-July 1999 


Applications are invited for a Master's Program to be held in Venice at 
the newly established facilities of San Servolo island. 


The program is aimed at young graduates who wish to acquire a 
specialized formation in the theory and management of financial markets 
in an international context, as well as young professionals at the 
beginning of their careers in the financial services sector of the economy. 


Courses 
* Quantitative Methods for Economics, * International Finance. 
* Economics of Uncertainty * Analysis and Prediction 
* International Economies of Financial Data, 
* Financial Institutions * Financial Markets 
* Quantitative Methods for Finance * Corporate Finance 


Course-work will he supported and integrated by tutorial activities. 


] Fees 
9 million Lira (plus VAT) for the entire program. Scholarships, covering 
part of the fees, will be offered on a competitive basis. 


Applications 
Applications are processed as they are received. Early application is 
advised. Final deadline: October 15, 1998. 


For further particulars and application form, contact: 
Venice International University 
Master's Program in Economics and Finance 
Isola di San Servolo 
30100 Venice-Italy 
Tel. +39-041-2719530 Fax +39-041-2719510 
e-mail: icef@vial vinunive.it 
http/^www.unive.it/-viu/ICEF.htm 










s 









s 


with the University of North 
London Business School. 
Enjoy the challenge of a stimulating and 
well-supported postgraduate/post 
management course. We offer a range of 






courses which run on full and part-time 






o 
An 


ases, including: 
MBA, 

MBA Executive. 
MA Marketing, 


MA Management Practice, 
(senior management development programme) | 









4 8884 





wr MA international Business. 
wr MA Furopean/International Business Law. 
wr 


MA International Finance. 





September and February entry for many 
of our courses 










Open Evenings: 
Every VVednesday in September and 7 
October, 5-8pm at the Learning Centre, 
236-250 Holloway Road N7 (Opposite 

Holioway Road tube station). 












Helping students improve 
thek fores. 


01 1 5 | 3 3 3 3 "m 





http://www.unl.ac.uk 


UNIVERSITY OF 
NORTH LONDON 









































UNIVERSITY DEGREE. 
For Life, Academic & Work Experience 
Degrees for people who want to be more effective 
and secure in their jobs or professions, 

Eam your BACHELOR'S, MASTER'S or DOCTORATE degree by 
















utilizing your life and work experience, College equivalent credits are - 
enti ore given for your: Job, military, company training, industrial 
position WHA à | courses, seminars and business expert 35 
legal degree We accept college credits no matter when taken. DE cx 
and Our graduates are recognized for their achievements in business and 
transcripts industry. We will assist you in completing your degree requirements 







at your own pace through home study, 
Send/fax detailed resume for a NO COST evaluation. 
Pacific Western University 
1210 Auahi Street, Dept 137, Honolulu, Hl 96814-4922 
14808) 597-1909 
CALL: (800) 423-3244 ext. 137 UK: 0800-960-413 
Fax: (310) 471-6456 E-Mail: admissions pwu.com 
http-//www.pwu-hi.edu 






"As you know 
experience ix 
still the best 

teacher... But 
degrees open 
doors." 










MBA • MA • BBA ° AA- AS | 


International Business, International Hotel & Tourism, 
International Relations & Diplomacy, Information 
Technology, Public Sector Management, Business 

Communication, Pre-Medicine & Psychology. 
Courses commence January, May & September 
SCHILLER INTERNATIONAL UNIVERSITY 
Dept (EC5/9), 51-55 Waterloo Rd., London SEI 8TX 


Tel: +44 171 928 8484 Fax: +44 171 620 1226 
http://www.schiller.edu/ 





EU-CHINA JUNIOR | 
MANAGERS 
PROGRAMME 







The European Commission is offering European managers aged a. 
unique opportunitysto join the EU-China Junior Managers | 










montis in China, for European managers having 


nese language: a four month language course in 






some bus | | 
and a three ith placement and proje 
| companies in China, 























Participants in both course A and B wi 
clements of personal business skills and a full semin 
Chinese economy, government structure and foreig 
information and application forms, please contact 
The application deadline is 30 October 1998. 


HÄME POLYTECHNIC _ 

European Coordinator Ms, Lu Wei — 
Jaakonkatu 28, FIN-13100 Hämeenlinna 
tel, +358 3 646 4920, fax +358 3.646 2230 
e-mail: euchina@hamkk.fi ^ c 700 
http://www. hamkk.fi/internarionalprojects /etichina 






programme on the 
business. For more- 
ime Polytechnic. 






n 
| 
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INTERNATIONAL CENTRE 
FOR DIARRHOEAL DISEASE. 






















up ee CENTRE RESEARCH, BANGLADESH 
uf SAN ? FOR HEALTH AND RS 
~ E (662) M | I POPULATION RESEARCH ( ICDD RB ) 
* — 2674688 44 CY 


VACANCY 


ICDDR,B is a non-profit international medical resear i 
organization situated in Dhaka, Bangladesh. Its aims are to 
conduct research and training in diarrhoea! disease and relatec 
subjects of nutrition and fertility, and to develop improved health 
programmes for control of diarrhoea! disease in developing 
countries. It is also involved in major demographic surveys 
ICDDR,B - the Centre for Health and Population Research is al 
a leading international research centre for population studii 


|. | reproductive and sexual health, and child survival. = S45 

S. M SF a | The Centre, through this announcement, secks to fill the followin 
$4 Aliseda vacant position: TE 

1s mew ^ OPERATIONS RESEAR 


4T! = m 91 aot as 
E. mail: 


ae SCIENTIST 
Pay Level: P4 (UN/WHO) 




















GMAT © GRE 
Taking the GMAT 
or GRE? 
We CAN help! 


: - Détails from GTAC Associates 
FREEPOST, London W5 4BR 
mam Ei 0181 -993 3983 - 




































1-504-626-8904, Pen ne | 
&20 Lotus Dr. N.» bel A er AS 













°* DOCTORAL AND 
MASTER'S DEGREES» 


Accredited, | to 2 years; 
| month Residency. 

Business, Education, Gov't, Psych. 

international Relations, Religion, 
Social Work, Health Services 


Write: BERNE UNIVERSITY, International 
Graduate School, PO Box 1080, 
Wolfeboro Falls, NH 03896. 

TEL: (603) 569-8648 FAX. (603) 569-4057 

E-MAIL: berne@berne.edu 


* ersonalize : effective c courses 






Duties/Functions 













Reporting to the Chief of Party, Operations Research Project. 
| (ORP), the responsibilities of the incumbent will include direct 
| honorary award ftom $600. impossible? Leese about 1.500 1 involvement d TU T EU TOP Ré d RS i 
| torrens universe s norte roug many wey involvement in research activities utilizing both quantitative anc 
pond | | qualitative research methods, and will involve all stages of | 
$ Savat rei i gre L er ey | operations rescarch, including the planning and design of studies, 
| essential information. +Free CV I Life Exp evaluation offer! ] : T " : “ollect atictic: álvsie i 2 
| mai bguideQKimbane or Fax +862 6347565 - sampling procedures, data collection, statistical analysis and 
|. Give vor full street eadilress and quise Dept 2:81 | interpretation, writing of reports both for publicanon in 
I iy Surawong Rd (Block 121}, Bangkok, 10560 . ] $ MM A 
anan | - ne international journals and for dissemination to donors and policy- 
- is | E makers in government and the presentation of briefings and 
FRENCH EF SPANISH seminars on study results. 
-(Spal Di [AL@GU (Barcelona) i 


DN EIS Fontaine du Tonnelet, Tel: 32-87/773976.— http www, gd. be/dialogue aq i p 3 
.[BA900SPA(ARDENNES) Fax: 32-87/773592__ E-mail: dialogue @arcadis be Qualifications & Experience 


" TOTALLY PERSONALIZED TRAINING Doctoral degree in Social and Behavioural Sciences, with sound | 


Also courses for teenagers and young adults during school vacations P oi re. . b s AR e eee SO xe 
| North American Inquiries: Elliot Essman/Autonomy Publishing Corp. training in public health research and statistical methods. Successful. f- 
Tel: (800) 474-7416 Fax (914) 834-8938 http /^www.autonomy.com/dialogue.htm applicants shall have at least 5 years of international experience in : : 


conducting operations research, program evaluation studies and | 
field training, to applied population and health researches. The 
position also requires a solid research and publication background 
and excellent writing skills. The OR Scientist should have the | 
required research and management experience and capability of ope 
carrying out specific activities in NIPHP, in addition to assisting - 
the Chief of Party on other related activities. | 







WITH 5 YEAR REFUND GUARANTEE 
Dip. TEFL MBA or PhD hy distance learing ie experience! 
















































The initial appointment is for three years. 


Applications should be sent with a covering letter and a detailed. 
curriculum vitae, together with the names, addresses and contact 
numbers (telephone, fax and e-mail) of three referees to: 
Mr. Wahabuzzaman Ahmed, 
Chief Personnel Officer, ICDDR,B, 


GPO Box-128, Dhaka-1000, 
Bangladesh 


(Fax 880-2-883116, email: wzaman@icddrb.org) 
by September 30, 1998. 
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Kennedy & 
Donkin is a 
major provider 
of specialist 
engineering 
and 
management 


services. 


an equi 
Ron TUS 


employer, 










(various sectors} 


TO: 





Kennedy. RC Dotikin. umiteá is a leading 


" company of international Consulting Engineers 
|. employing approximately 1,200 staff world-wide. 
Based in attractive riverside offices in 


Godalming. Surrey. 


Energy Economists 


ms We currently have openings for economists at 


various levels with good reporting skills and 


: experience within the energy field. 
|. You. will have a background in the preparation of 
.. county master plans, electricity generation, 


transmission and distribution planning studies. 
Experience is required in one or more of the 


d following areas: 
. # Energy and demand forecasting 


$ Econometric analysis 
+ DSM programmes 
€ Project cost/benefit analysis 


f . €Financial modelling 

- Pricing and tariff evaluation 

= * Asset valuation 

| in return we offer a competitive salary and benefits. 

. M you are interested in this position please apply 

Poi writing enclosing a full CV and salary 

. expectations, quoting ref KDIA to: Jennifer 

<o Goulding, Personne! Officer, Kennedy & Donkin 
itd, Westbrook Mills, Godalming, Surrey 


GU7 2AZ. Email jennifer.goulding@kditd.com. 
Closing date: 1st October, 1998. 


RENNEDY & DOÓNKIIN LIMITER 


IFOA is renown for providing high value-added training and consultancy 
services world-wide. Continued growth in our International Projects 
Department has created challenging opportunities in Mediterranean 
(Meda) and Central / Eastern European countries for 


TRAINERS 


TRAINING MANAGERS 


In the following fields: 


*  VET98 ~ Vocational Training and Higher/Professional Education 


* . MÁT98 — Management Training 
(Marketing, Finance & Accountancy, HRD, IT etc? 
SME98 ~ SME Development 
TIM98 ~ Training: Institutional Management and Policy 
STR98 — EU Structural Funds Management 


Preferred areas af expertise include: 


+ Curricula and education systems development 
e Training delivery and transfer of know-how 
* Technical assistance programme management 


Applicants must have at least 10 years proven experience, strong regional 
experience and fluency in English and/or French. Knowledge of Arabic or 
Russian an advantage. 


Please send your CV, max 4 pages, preferably in EU format specifying the 
profile code (TR - Trainer, MG - Manager, the field code (01, 02, 03), as 
well as availability (long and/or short-term). 


IFOA — International Projects Department 
Via Hiroshima 3, 42100 — Reggio Emilia, ITALY 
Fax: +39-522-382298 E-mail: macondo@ifoa.it 


No phone calls please 


IFOA is a UNI EN ISO 9001 certified organisation 





ermene 
















SELECTION OF CONS TANTS BY THE BAN 
REQUEST FOR EXPRESSIONS OF INTEREST - 












West African Economic and Monetary Union (WAEMU) - 
Banque Centrale des Etats de l'Afrique de l'Ouest (BCEAO) - 






Technical Study in view of Modernization of 






The Clearing and Settlement Payment Systems 







Grant No 025076 














. The Cote d'ivoire government has received a grant from the International HE 
Development Association (DA), acting as administrator of grant funds provided by theip 
lapanese Govemment, and intends to apply part of the proceeds of this grant to 

finance the technical studies in view of the modernisation af the payment systems of 

the West African Monetary Union. The BCEAO has been appointed as the. executing 
agency in charge on this project. 















2. The services to be supplied by the consultant include: (à the general conceptual] 
design of the global payment system to process large value and small value IH: 
operations, 0) to design the legal and regulatory framework to be put in place with 1 
the new payment system, (iili to define the management principles of the payment 17 
system, and (v) to prepare the tender documents to be used in the. bidding process in ph. 
view of the realisation of the systems to be implemented. It is anticipated that these 
studies will last nine months and start early 1999. 



























| 3. The BCEAO now invites eligible consultants to indicate their interest in providing 
these services, Interested consultants must provide information indicating that they are. 
qualified to pertorm the services (brochures, description af similar assignments,” 
experience in similar conditions, availability of appropriate skills among staff, etc. 
Consultants may associate to enhance their qualifications. 














4. A consultant will be selected in accordance with the procedures set out in the World 
Bank's Guidelines: Selection and. Employment of Consultants by World Bank 
Borrowers, 7? lanuary 997, 










P 


. interested consultants may obtain further information fram background documents at 
the following address: “Mission pour ja Réforme des Systèmes et Moyens de 
Paiemont" - BCEAO-SIege, Avenue Abdoulaye Fadiga, BP 3108 - DAKAR, SENEGAL: 
Phone : (221) 8339.05.00 from 10 a.m. to 4 p.m. docal time. Fax : (221) 823,93.35 











5. Expressions on Interests must be delivered to the address above by Monday October 
sth 1998, 12 p.m. 2 


AMERICAN 


| INTE RČONTINENTAE 
TY 






























Campus Director/Campus President 





One of the most dynamic, rapidly growing companies in the 
| higher education industry is looking for "key" executives for | 
fits expanding campus network. AIU seeks Campus | 
Director / Campus Presidents who desire to break away from | 
the traditional approach to education and can provide | 
creativity and leadership in an environment of high] 
acc ountability and rapid growth. | 
|| Founded in 1970, American Intercontinental University is a 
regionally accredited by SACS as a level IIT university offering 
global, career-focused education in high-growth areas, 
including information technology and international business. 
| Students learn in a team-based, high tech environment. ATU 
| plans to open 5 new campuses in the next year, adding to its 
| existing campuses in Atlanta, Los Angeles, Dubai, and 
| London. Current po ivailable. in Miami and London, 
| with others to follow soon. 
















































Qualifications include: PIOS management experience in | 
innovative educational orga rations; Demonstrated ability to | 
successfully market various academic programs; Masters 
degree required; Ph.D. preferred. Offers will include ; 
| i sii benefits and compensation package. We thank a 

applicants for their interest but will only contact those being. 
considered. Please fax resume/curriculum vitae to: Hun n. 
Resources, (404) 812-7472 or e-mail: jobsGaiunivedu. cB 
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Calling É mmunications managers! 





. As one of the world’ s leadin reinsurers, their search for top graduates. 





























with 70 offices. located i in over 30 coun- You should hold a a university degre 
tries, we demand : a lot of our employees. be a team player : and have the confide ence 
Swiss Re is a knowledge-driven com- to communicate with ease wi t or 
pany : and is forging links with selected managers and university acad 











universi ties and business schools around Located in Zurich, this is an interna- NEM 
the world, who will act as our partners tional role, and as a result, fluent : nglish - x 
in recruiting and developing : our people. is essential. Knowledge of German would EE 
We are now looking for the ideal person bean advantage. _ o LEE 
to coordinate, « organise and lead this If you possess professional e experience 
effort. | in communication and marketing i in. 
You will take responsibility for build- an international company or academic p 

ing relationships with key faculty and environment, you're just the person — 
student organisations, acting as a focal were looking for. Contact Theres E 
point for their contact with Swiss Re. Zannini, Swiss. Re, Mythenquai 50/60, * : 
You will be involved in joint projects 8022 Zurich, Switzerland. us 
with selected academic institutions, Further details of opportunities at 
and will be responsible for Group-level Swiss Re can be found on our 
marketing to support our divisions in Internet site: www.swissre.com 

Swiss Re 

mE 

HI 


iain ne asin ni mci pan ain E OA et E EE EA ASI E EAEE E E EE E hat leap a an pin ri rr i EEE EE EATE an E TEA E ES 
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Member of an important French group, we are an engineering company 
providing international development consultancy in the fieid of social 
infrastructures. Specialists in healthcare and education, we are seeking to 
complement our team with associate consultants with the following expertise: 


Healthcare engineers 

Doctors specialising in hospital management 
Architects specialising in social infrastructures 
Specialists in water utilities 

Specialists in urban development 

Specialists in road building and maintenance 
Specialists in computer networks 

Specialists school and university furniture 
Specialists in medical equipment 


We are particularly seeking experts who have good experience in developing | 


countries (Africa, Latin America, Asia), nationals of an EU member state or 
nationals of developing countries with co-operation agreement with the EU. 


Anyone interested in working in multi-disciplinary, multi-national teams in the 


above areas for a company with excellent reputation which supports the - 


|. activities of its teams and ensures a dedicated follow up of the projects it 
_ implements, then send your detailed CV — preferably as an electronic file 
| (Word 6 or later version) sent by E-mail or on a diskette — to: 

. e-mail address: euralial @compuserve.com 

, mailing address: Euralia - Rue Montoyer, 47 ~ B-1000 Bruxelles — Belgique 


SOLICITATION FOR PERSONAL SERVICES 
CONTRACTOR - USAID/TANZANIA 


The United States Government, represented by the U.S. Agency for International 
Development, Mission to Tanzania (USAID/Tanzania} is seeking the services of a U.S. 
citizen to serve as a Democratic Governance Advisor under a Personal Services 
Contract (PSC) for a period of one year, and renewable every year thereafter up to a 
total of five years, depending upon the continuing need of the position, availability of 
funds, approval of team members and Mission Management, and proven performance. 


The Democratic Governance Advisor will serve as the primary technical advisor on 
Democratic Governance (DG) issues to the USAID/Tanzania SOS Team, and across 
the Mission. The Advisor will be a core (full-time) DG team member. Specific work 
tasks shall include but not be limited to: identifying & designing governance related 
activities for USAID in support of the DG results framework and results packages; 
managing a specific results package or set of activities including supervising outside 
contractors; responsibility for ensuring that gender-desegregated data on activities 
which the Advisor manages are made available in a timely manner so that the SO 
team can manage for results; working with the SO team in the preparation of all 
required USAID program implementation documentation, reviews, and reports 
required, and semi-annual portfolio reviews; developing and maintaining close 
contacts with a wide variety of individuals, groups and associations involved with 
} democratic governance issues; working with stakeholders, customers and other 
] donors to enhance the coordination of donor activities in the DG arena; working with 
į SO team leaders to respond quickly to appropriate and innovative requests for 
} assistance and coordinating the development of USAID's assistance mechanisms in 
| the DG sector to ensure that flexible mechanisms are developed: examining the 

‘relationship between democratic governance and economic policy reform and 
liberalization in order to assist the SO team and host government in designing 
] policies and implementing activities that effectively reconcile including workplans, 
trip reports, progress reporta, etc. 


: | Place of Performance will be Dar Es Salaam, Tanzania. 


] A detailed Scope of Work can be downloaded from the Agency's website. The 
1i Worldwide Web address is: http/wwwinfo.usaid gov. Select Business and 
| Procurement Opportunities from the home page, then “USAID procurements.” On the 
| following screen, select “Download Available USAID Solicitations.” The RFP can also 
be downloaded via Anonymous File Transfer Proto, Receipt of this RFP through 
INTERNET must be confirmed by written notification te the contact person noted 
below. It is the responsibility of the recipient of this solicitation document to ensure 
that it has been received from INTERNET in its entirety and USAID bears no 
responsibility for data errors resulting from transmission or conversion processes. 


USAID/Tanzania encourages applications from experienced professionals who have 
the skills and interest to work in Africa, and Tanzania in particular. 


Interested applicants should send Standard Form 171 and/or a Resume, containing 
1 details on personal information, education, work experience, and other qualifications, 


Lio: Dana Mansuri, Executive Officer, USAID/Tanzania, at the following | 


addresses: 


(POUCH MAIL) C/o USAID/Tunzania, Dar Es Salaam (ID), Department of State, 
Washington D.C. 20521-2140 


(INTERNATIONAL MAIL) PO. Box 9130, Dar Es Salaam, Tanzania 
- {HAND CARRY) 50 Mirambo Street, 2nd Floor, Dar Es Salaam, Tanzania 


| cLosiNG DATE Applications must be in the USAID/Tanzania Executive 
: Office by not later than 3:00 pm local time, Oct 03, 1998 


BANCO DE ESPANA 


POST DOCTORAL RESEARCH POSITIONS - 
ACADEMIC YEAR 1999/2000 


The Bank of Spain invites applications to take up Post-Doctoral | 
Research Positions in its Research Department in Madrid. 

Candidates should have obtained a Doctorate or Ph.D. after 
January 1st 1993. Research projects will be in the fields of | 

Macroeconomics, Monetary Theory and Policy, International | 
Economics, Finance, Labour Economics or Econometrics. 
Appointments will be for a term of 3-12 months, as from |- 
September 1st 1999, and the gross monthly stipend will be 1 
US$4,400, plus return travel expenses. 


Candidates should submit their applications by January 15th | > 
1999. The Bank of Spain will notify the candidates selected | 
no later than February 26th 1999. Request for information on | 
prerequisites and conditions should be addressed to: Bank of 
Spain, Training Department, Alcalá 522, F-28027 Madrid 
(Spain). Tel.: (34) 91.338.64.12. Fax: (34) 91.338.68.82. 


e-mail: clogener@bde.es 
web: http//www.bde.es 


GRADUATE SCHOOL OF BUSINESS ADMINISTRATION 
Harvard University Graduate School of Business Administration announces faculty 
positions beginning July 1, 1999, for assistant professorships (possibly also at the associate 
professor level? in the following areas: 

Accounting and Control: financial accounting and analysis, management accounting, and 
management control. Closing dare, December 30, 1998. 


Business, Government & the International Economy: comparative politics, 
international political economy, business- government relations, applied macroeconomics, 


| and business history. Closing date: November 5, 1998, 


Competition and Strategy: business unit and corporate strategy, global strategy, 
competitive dynamics, boundaries and organization of the firm, tec hnology and strategy, 
and economic reasoning. Closing date, December 14, 1998; 


Entrepreneurial Management: creativity and organization, entrepreneurial management, 
entrepreneurial finance. In addition to academic qualifications, demonstrated involvement 
and understanding of husiness practice is required. Closing date, December 1, 1998. 


Finance: corporate finance, capital markets, investments, and financial institutions. Closing 
date, December 15, 1998. 


General Management: international management, organizations and markets, strategic E SELER 


management. Closing dare, December 1, 1998. 


Marketing: international marketing, business-to-business marketing, product 
management, new product development, marketing organization and systems, Closing 
date, September 30, 1998. 


Negotiations and Decision Making: prescriptive approaches to negotiation and conflict 
resolution, especially from strategic and psychological viewpoints. Possible positions also at 
the senior level, Closing date, December 30, 1998, 


Organizational Behavior: organizational behaviour and organization theory. Possible 
positions also at rhe Associate level. Closing date, December 1, 1998. 


Organizations and Markets: empirical and theoretical exploration. of economic, 
psychological, and sociological aspects of the management of organizations. Closing date, 
December 1, 1998, 


Technology and Operations Management: management of processes for producing 
goods and services, management of technology, operations strategy, transportation and 
logistics, productivity, and quality. Closing date, December 15, 1998. 


Positions entail case merhod reaching at graduate and executive program levels. Applicants 
should have outstanding records in Ph.D. and DBA programs and strong potential and 
interest to do research and to develop teaching materials at the forefront of their fields. 
Salaries and fringe benefits are fully competitive. Salary for entry-level assistant professors 
last year was $90,000. Candidates should submit current CV; full transcripts of f 
undergraduate and graduate work; a fist of awards and honors received; copies of 
publications and current working papers, description of courses taught; and three letters of 
recommendation. Send full package of requested materials to Tara M. CF Shea, Secretary of 
the Faculty, Harvard Business School, Soldiers Field, Boston, MA 02163. See area specific. 
closing dates above. Please no phone calls. 


Harvard University is an affirmative action, equal opportunity employer. 
Minorities and women are ONIRE te apply 
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O YOU FEEL LIKE YOUR CORPORATE 
LADDER HAS RUN OUT OF RUNGS? 


! you feel the need for new challenges and opportunities? If you're 
global senior executive, over 40 years old and accustomed to a 
400K annual salary, we can be the answer to your next jump on the 
adder of success. At Resume Broadcast international, our dedicated 
team assists you in your professional search from start to finish - as 
-a matter of fact we're here for you 24 hours a day, 365 days a year. 
Opportunity is only a phone call away at Tel: (909) 866-4213, Fax: 
P 959-4244 or E-mail: 102224 3306@compuserve. com 













Resume. Broadcast international 

PO BOX 2892, Big Bear Lake, California CA92315, USA. 
Tel: +4 (909) 866 4213, Fax: *1 (909) 866 4244 

Email: 102224 





$16 655- S29 048 
Applications are invited from suitably qualifi ad candidates to 






research interests in the areas of macroeconomics and 
financial economics, international trade, and industrial 
organisation will be particularly welcome. The successful 
applicant will be expected to make a major contribution 
to the Departments new undergraduate courses in 
Business Economics and Financial Economics, 
and candidates with teaching interests in these 
| areas are strongly encouraged. 

For an application pack please write 
quoting Ref 413/98AL/EC to the 
Recruitment Section, Personnel Services, 

University of Glasgow, Glasgow G12 8QQ or 
email personnel mis.gla.ac.uk peeing date: 
2nd October 1998. 
The University i is committed to equality of opportunity in employment 
one vind of Glasgow is an exempt charity dedicated to teaching 










| THE GRADUATE INSTITUTE OF INTERNATIONAL 
STUDIES, GENEVA | 


Applications are invited for a full-time position of | 
Associate Professor of Public International Law 


| The successful candidate will be expected to teach and supervise 


— jb research in general international law with a particular 


“specialization in one of its core subjects (e.g. sources of 
ernational law, peaceful settlement of disputes, State 
y, law of treaties, State responsibility, etc). : 


Applicants must hold a doctorate and have a significant 
teaching and publications record. The language of instruction is 
either English or French, but an adequate knowledge of the 
other language is required. Appointment, with effect from Ist 

ctober 1999 or at a date mutually agreed a on, will be at 
Associate Professor level. 3 


" Applications must include a detailed « gunain vitae and a list 
of publications and must be received no later than Ist 


* 1 December 1998 by the Director of The Graduate Institute of 


" International Studies, rue de Lausanne 132, CH - 1211 Geneva 
c] 21 (fax: [+41 22] 731 2777) from whom particulars of the post 
may be obtained. 


< | No application received after that date will be considered. 
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S Compuserve.com 


teach and conduct research in economics. Candidates with - | 





Vision counts... 


dook in ‘Executive Focus’ to discover more, 


Cambrii 






Due to the continuing expansion of activities in MBA and. | 
executive development programmes and in research; | 
Cranfield School of Management is seeking to. develop its 
Finance and Accounting Group at Professorial level. We are 
particularly seeking expertise in. Management Accounting 
and in Financial Strategy, but a broad range of specialisms 
could be attractive. In addition, the School is proposing to 
create a new Chair in Accountancy and Governance. 








Prospective candidates for any of these positions should be d. 
able to demonstrate à strong track record in research and. 
publications as the Group is keen to develop its resear 
effort, culture and output as well as to maintain its excelle 
in teaching. The School can offer an attractive. reward 
package which is beyond normal university salary scales. -| 
These posts are for an initial period of five years which: of) 
is renewable. | 

If you wish to discuss these opportunities in confidence, 
please contact Professor Leo Murray, Director of the School 
or Professor D R Myddelton, Head of Finance and Account 
Group, on +44 (0) 1234 751122 or 754404 respectively 


Application forms and further details are available from 
Mrs L Horsnell, Head of Personnel Services, Personnel. 
Department, Cranfield University, Cranfield, Bedford 
MK43 OAL. Telephone +44 (0) 1234 750111, extension. 
2337, e-mail: personnelGcranfield.ac.uk quoting reference: 
number 8129H. Or visit our home page on 
http:/www.cranfield.ac.uk/admin/personnel - 
Closing date for receipt of applications: 

30th September 1998. 


H3 

















































uacu Iture 


The project aims to increase, on a sustainable basis, 
the contribution of aquaculture to smalbholder 
household livelihoods through income generation and 
food security. Based in Kajjansi, between Kampala and 
Entebbe, these posts involve considerabi | 
throughout the country to keep in touch with field 
activities and plant future initiatives. 


For both posts applicants should either be nationals of 
Member States of the European Economic Area 
(EEA), or Commonwealth citizens who have an 
established right of abode and the right to work in the 
United Kingdom. 


Closing date for receipt of completed applications is 
2 October 1998. 


For further details and application form, please write 
to Appointments Officer, Ref No AH304/SC/TE 
Abercrombie House, Eaglesham Road, East Kilbride, 
Glasgow G75 8EA, stating Ref No AH304/2 clearly on 
your envelope, or telephone 01355 843243. 

E-mail: s-coyle@dfid.gtnet.gov.uk 


DFID is committed to a policy of equal opportunities 
and applications for these posts are sought from both 
men and women, 


Department for 
international 
Development 






| THE WORLDWIDE GUIDE 
| TO SERVICED APARTMENTS 
FREE COLOUR GUIDE 




















The Apartment Service 
Tel +44 (0) 181-944 1444 
Fax: +44 (0) 181-944 6744 
internet: htipZ/www.aportment.co.uk 
E-mail: salescsapariment co.uk 


REVAC S.A. 


i Lake Geneva & Alps 


| Attractive properties, overlooking views, 1 to 
5 bedrooms, from SFr 250000. Sale to Non- 


Swiss citizens authorized. Leading company 
established in 1975. Experience. Discretion. 


$ 52, Monibrillant, CH-1211 GENEVA 2 
," Tel. +444 22/734 15 4D Fax 734 12 20 








Project Adviser 


As the leader of the expatriate team, your role will be to co-ordinate 
activity with your Ugandan counterparts, ensuring that all aspects of 
the project are managed professionally and that. training and technical 
inputs are effective and in line with the project's goals. More 
specifically, you will be involved in organising training, materials 
development, media and follow-up programmes, project monitoring 
and reporting to DFID. You will also be responsible for staff 
development and the promotion of a poverty focused approach, with 
particular emphasis on women. Considerable liaison with Ugandan and 
DFID groups is required to promote improved management of aquatic 
resources at district level, Key stakeholders include extension agents, 
NGOs, farmer groups, private sector and local fry rearing centres. 





Qualifications 


A postgraduate degree in aquaculture and proven experience in 
extension/training and project management are all essential. Research 
experience and knowledge of the private sector is desirable and 
experience of working in Asia/Africa will be advantageous. 

Duration 5 years 


" E d * 
Socio-Economic Adviser 
Your role will be to take direct responsibility for the socio-economic 
components of the project, organising and supervising the initial 
baseline studies which will identify the geographical, social and 
economic characteristics of different groups involved in aquaculture. 
Following consultation, analysis of different livelihood strategies will 
take place, leading to the development of a district database. You will 
then work to promote the new processes of local-level planning, 
encouraging the participation of target groups by providing training and 
support to the personnel involved. Additionally, you will be 
thoroughly involved in a wide range of investigations, working with 
partner organisations to ensure the continuing development of viable 
aquaculture, and assessing its impact on different beneficiary groups. 


Qualifications 


You must have a relevant postgraduate qualification in social sciences, 
and have experience of participatory approaches. Monitoring and 
evaluation skills are essential, as is a working knowledge of Africa. 
Ideally, you should also have experience of development in rural 
communities and understand the role of NGOs and CBOs. 

Duration 18 months 


Terms of Appointments 


You will be on contract to the British Government in service to the 
Government of Uganda, Salary will be commensurate with qualifications 
and experience (UK taxable). Additional benefits will normally include 
variable tax-free allowances, children’s education allowances, free 
accommodation and passages and annual fare paid leave. 






CUT THE COST OF YOUR 
STAY IN LONDON 
Comfortable self-contained serviced studio flats 
in Knightsbridge near Harrods, fully equipped: 
| itchen-dinetie, bathroom, phone, satellite TV. 
| central heating, elevator, maid service, resident 
i manager. Suit 1-2 persons, Brochure by Air-Maih | 






E E BECOME A SUCCESSFUL CONSULTANT = 
IN YOUR OWN FIELD — — |, 













Write for fee detai to: 







| The American Consultants League, "E v 


















Knightsbridge Service Apartments Dept ES. — 
45 Ennismore Gardens, 30466 Prince William Street, 
London SWT 14Q. Princes Anne, - 
TEL: 0171 584 4123. Fax: 0171 584 9058. Maryland; USA 


info@ksflats.demon.co.uk 
www.ksflats.demon. co.uk 





or FAX x (410) 6514885. | 
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INVESTOR IN PEOPLE 


CADEMIC POSTS AT THE OPEN UNIVERSITY BUSINESS SCHOOL 


b The Open University Business School is one of Europe's largest providers of management education, offering Professional Certificate, Diploma and MBA T 
- More thon 25,000 students are taking our courses in the UK, the rest of Europe and in mony other countries. New developments include further international - 
DES programmes, un undergraduate-level business studies, specialist master' $ degrees and new courses in accountancy. 


Th School has developed research strengths in a number of areas, including innovation and knowledge management, brand management, human resource .— 

: vent, strategic management, small businesses and voluntary and public sector management. Research is Supported by substantial external grants, includi ig 
ESRC, EU, the UK Design Council and a wide range of private sector organisations, as well as from internal resources. The School was assessed in the HEFCE 
h Assessment Exercise for the first time in 1996 and achieved a 3o rating. Research has subsequently grown substantially. 


School gained an ‘excellent’ rating in the last HEFCE teachi ng quality assessment, has Investor in People status and gained the Queen's Award for Export 
Achievement in 1997. 


: i As part of its next stage of development, the School is Ig opt for the following posts: 
- Senior Lecturer / Lecturer in Marketing 
. and Lectureships in Management 


. Posts are invited in the following areas: ‘Accountancy; information Management; Knowledge Management; Management Development; Organisational Behaviour, 
- Strategic Management 


We ore seeking candidates with good academic qualifications in manogement, proven teaching and research capability, the ability to manage proj jac and programmes, on 
enthusiastic interest in developing teaching materials for managers from a wide range of backgrounds, a thorough grasp of current developments in management. — 
education and the desire to conduct research. Candidates for a post at SL level in Marketing should have an outstanding research and teaching record and the ability to 
lead and motivate teams. 





THE GUEENS AWARD FON — 








































The appointments are permanent. Salary scales Senior ae £29, 968 to £33,866; 
Lecturer A: £16, 366 to £21,436; Lecturer B: £22, 332 to £28, 545. 


To obtain an application package, and access details for disabled applicants, please contact Doreen Chambers or Natalie Collis, Open 
-University Business School, Walton Hall, Milton Keynes MK7 6AA, or telephone Milton Keynes (01908) 655890, Fax (01908) 
655898, 
^ email: D.L. Chambers 'open.ac.uk Previous applicants for these posts should not reapply. 


: ‘Closing date for applications: 5 October 1998. 
Interviews will be held on: 27, 28 & 29 October 1998. 





eu Disabled applicants ce skills nd experience meet the requirements of the job will be interviewed. Please let us dnos E | 
`- you need your copy of the further particulars in large print, on computer disk, or on audio cassette tape. Hearing impaired — 
persons may make enquiries on Milton Keynes [01908] 654901 (Minicom answerphone). 


Egaal Opportunity i $ University Fatige y 
24 http / /watt.open.ac.uk /personnel/emp/Dpr.htm 


- rw n———————É—————————————ÉÉÉÉ—————————————————————————S: 








FREE CASH GRANTS! College. 2ND P ASSPORT/CITIZENSHIP p | "n 
cholarships. Business. Medical bills. Residence through investment fax 2nd PASSPORTS 


ever Repay. Toll Free 1-800-218- +44-1481-832 881 www.henley. TF 
000 Ext. G-4265 US Only. partner.com | OFFSHORE COMPANIES 





















Maritime International: Ltd. | 
Bay View Place, Crosbies | 










» DELAWARE (USA) 
“CORPORATIONS 7 
Maia tes hwo RT 


US. GREEN CARD (NO JOB OFFER) = 
Provisions i LS. immigration law may make you] 
eligible for a US. GREEN CARD without needing a job f 
Offer. Lf yor are om experienced businessman or 
'ofessional; please fux your C. V, resume, or Hist af 
qualifications for review ti 

EE Late Offices of 

DOBKIN & SHERMAN, P.C. 
; 32901 Middiebelt Road, Suite 506 

pou .famington Hills MLAESMU RA, 
HT ul Q8 S90 Fur (41 655. 9788 E-mail xgrcencatiiiaoLo 





St. John's, Antigua, West Indies 
Tek: 41(268)461-2024 Fax: 11268)462-2718 


Email: maritime@candw.ag 


http//www.milonline.com 
“A decade of confidential service" 






















3511 Svenide td, #LOSEC 0 
| 302.477 9800 s 80032 CORP e| 
E-mail: cop eleg com © 
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"The 
Economist 
TO ADVERTISE 
WITHIN THE 
CLASSIFIED SECTION, 
CONTACT: 
Philip Wrigley 
London 
(44-171) 830 7000 
Suzanne Hopkins 
New York 
(1-212) 541 5730 




















INTERNATIONAL 
COOPERATION EXPERTS 


-į European society based in Spain 
is seeking experienced 
professionals for long and short 
term missions in Latin 
American, Africa and the 

Mediterranean countries. 

































EXPERIENCED MARKET 
ANALYSTS AND REPORT AUTHORS 














As a leading publisher of market intelligence 
information, we are developing our list of 
global market intelligence reports and 
urgently need new authors to help us grow. 







l Main fields of experience should be: 






* Micro-credit and co- 













operative S We offer a competitive fee and also a unique 
Ri | Devel t level of support to our authors. 

. HR! e TEREFE cet t : . " E 

i urai Deveiopmen if you have experience of the financial 

* Gender sector, manufacturing, or any of the service 


| sectors, please send us in confidence a 
resume of your career to date and a list of 
commisstoned reports. 


* Private sector co-operation + 
technology transfer 

* Institutional Reform 

* Local development 









| Our market research reports are read at 
executive level and by senior managers in 
our key industries. You should have 
demonstrable skills in writing, collecting 
data and analysing the results, and a high 


IT&SE Rios Rosas 47 oficina 2C | level of sensitivity and flexibility in dealing 
with peaple and companies at all levels 


28003 Madrid P.O. Box A083 
AZ. Dox ta 


x | The Economist Newspaper Ltd, 
^] 25 St fames's Street, London, SWIA IHG 


Please send your CV to: 














ECONOMIC GROWTH ADVISER 
qu FOR MONGOLIA 


The United States Agency for International Development (USAID) requires the 
services of a personal services contractor (PSC} who will serve an Economic 
Growth Adviser under USAID/Mongolia’s Economic Policy Support Program 
(EPSP), 

The Government of Mongolia, since its election in June 1996, has undertaken a 
wide-ranging economic reform program that is envisioned to transform Mongolian 
society and to build on the democratic institutions that are now in place. Through | 
. | the Economic Policy Support Program (EPSP), USAID is assisting the Mongolian | 
| Government's economic reform agenda. 
















the Economic Growth Adviser will assist USAlD/Mongolia's Representative to | 
“| develop new initiatives for the Economic Growth portfolio, monitor contractors’ 
] and grantees’ performance under the project, and to help establish appropriate | 
| working relationships with other multilateral donors in Mongolia. 







| This person must be an American citizen or U.S, resident alien and have a post- 
| graduate degree with at least 3 years of substantive work experience in one of the - 
] following areas: macroeconomic policy, privatization, trade and investment, 
|] economic growth or private sector development. S/he must have at least 5 years 
$ experience managing program activities in one of the areas above. It is vital that | 
{ the person have experience implementing programs in a third world country, 
particularly in a country undergoing transition from a socialist to a market 
| economy. A demonstrated knowledge or experience in program performance 
| monitoring and evaluation systems is highly desirable. Previous work experience 
in Mongolia or in the former Soviet Union and knowledge of Mongolian language 
"are desirable. 













} This position is classified as a GS 13, with pay ranging from the mid-$50,000 to 
i mid-$60,000 per annum, depending on knowledge and experience. Benefits 
oj include FICA contributions, health/life insurance, workman's compensation, 
| annual and sick leave. Allowances include living quarters, post differential, and, as 
| appropriate, other allowances such as education and/or supplemental post. 


“Interested parties may send their application by fax to fax number (632) 522-4337, 
addressed to: Mary Reynolds, Contracting Officer, Office of Regional Procurement, 
USAID/Philippines. Applications also may be sent by e-mail to: mdelaGusaid. gov. 
The U.S. mailing address is: Mary Reynolds, PSC 502, Box 1, FPO AP 96515. 

Hagon: to this position wi di be received until September 30, 1998, 


















| visit our website at ae TaN Te | 


| Conference Agenda and Topics 


| B Opening Session * FORUM ONE: Scenarios for Cooperation with Africa on fnvesiment; 


| M Opening Session * FORUM ONE: One-on-One Business * FORUM TWO: Overview 


Special Focus On: 










Defense Week SEEREN a ground-breaking conferencelexhibition... | E 
“Weapons Of Mass Destruction & | 
Domestic Preparednpes”. 


















or call as 662-9710 for more details. Fax: (202) 662-0719. 


Afrita Economic Forum ‘98 


The Window for Investment, 
Trade and Infrastructure Development, 
Washington, D.C. 


Wednesday and Thursday, October 7 and 8, 1998 
— Mayflower Hotel 
1127 Connecticut Ave. N.W. 
Washington D.C. 20036 


Organized By: 
Organisation of African Unity/AEC, United Nations Industrial Developments 
Organisation, World Travel and Tourism Council New Africa Advisors, 
US-Africa Chamber of Commerce, The World Bank Group, WorldSpace. 


Day One: 


Trade and Related Issues * Lunch with Keynote Speakers - Two African Presidents 
* FORUM TWO: Positive Trends in Africa: Emerging Markets, Prospects and Challenges 
* FORUM THREE: Overview of Sectorial Business Opportunities in Africa 
* Reception * Private Sector Award. 


Day Two: 


of Infrastructure + Business Opportunities in Africa « Lunch with African Presidents 
* FORUM THREE: Business Forum: One-on-One Match Making on Pre-identified 
Investment Projects e FORUM FOUR: Establishing the Environment for Sustainable 
Development « Closing Session Highlights of Recommendations of Fora « Press 
Conference. i 


EPIRA AAPEA E IEA E RE DE TE M, SRE A AAE E P E EEPE IR EA A ose Ears ria eripe orb dtl 


»—— — 


* Various African Countries from West, East, North and Southern Africa * One-on-One 
Business Match Making « Existing Mechanism to Facilitate Investment and i 
Trade Flows to Africa. 


| Special Invited Guests, Participants and Keynote Speakers: 


President * Vice-President * Secretary Generals $ Director Generals ¢ Cabinet 
Members * Members of Congress « Finance and Trade Ministers « CEO's of Maior 
Corporations * International Financial Institutions e Heads of International 
Organization « Special Guests «C onsultants, ptc. 


For more inlormation contact: 


U.S.-Africa Chamber of Commerce 
1899 L. Street, N.W., Fifth Floor, Washington, D.C. 20036 
Tek don 331- 7053 = Fax: (202) 331- 1809 


T 
Franchise | 
with the first name 
= language services 


The global marketplace has created — | 

increased demands for English instruc- 

tion as well as other language services 

and travel products worldwide. Berlitz, 

ihe leader in language services is now 

offering unprecedented opportunities to | | : 

qualified investors to become part o3 San EL 

of its international network of over 400 k 800.26 6419 

centers in 50 countries 1-609- 514-3046 
Call today for a free video and brochure. = OUTSIDE S. 


www.berlitz.com ——— H 609-514-9675 * 
frank. garton@berlitz.com | x 
Berlitz POM 


Helping the World Communicate 








“Offering by prospectus ond. and. only. where the. affer oti 
Initial Investment: 156.000 300, BOG LS 7. 





E Berlitz iu rights rervel © o 
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Master’s DEGREE IN 
PUBLIC POLICY 


A One-Year Decree Program 
FOR MIDCAREER PROFESSIONALS 


Wodi Wilson Schoo! of Public and Idternational Affairs 
at Princeton University invites applications from midcareer 
professionals for an accelerated, one-year Master's Degree in Public 
Policy program (M.P.P). The Woodrow Wilson School offers 
| | advanced training in quantitative reasoning and policy analysis, 
[| | providing candidates with the intellectual breadth and 
li. | organizational skills necessary to assume leadership positions in an 
| increasingly complex public service environment. 





Up to eight candidates from nonprofit and = or orga- 
nizations will be named Christian Johnson Endeavor Fellows, mak- 
ing them eligible for full tuition scholarship plus a living stipend. 
Financial support for candidates from other public service sectors is 

also available through the School's generous financial aid policy. 


UTE INDIV IDL JJECT FELLOWSHIPS 


d T he Open Society Tastitate (€ SD, : à | private operating re | 
: established and supported by George Soros to foster the develop- | 

-| ment of open societies around the world, invites applications for 

... |Individual Project Fellowships. Fellowships are awarded to indi- | 
- | viduals from a wide variety of professions pursuing efforts on issues. 
of importance to. promoting an open society either in the United | 
tates or internationally Funded projects encompass all program | 

areas contained within OSI. Areas of particular i interest include, but 

“Tare not limited to: : 


-. | * access to courts and legal services 
ve contemporary arts and culture | 
+ criminal justice 
—C[* death and dying 
rt de drug poli cyr eform 
| * education 
* immigration and civic identity 
| * inner-city community building 
UN * political participation 
v [* professional and ethical conduct in law, medicine, and journalism 
|* reproductive rights 


APPLICATIONS MUST BE RECEIVED Br NOVEMBER 16, 1998. 
Pha do. not send unsolicited materials 
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Ni SG SURE VETE 


MM Re ne nee enn tne ea RR e n m Hn i n e e n à n S NAAR A m n irren e HIM S SS T a m TA n E UI D DU RR A P m OR n m m m S n mne 


IDB Prize | in Islamic. - Éeonornics rid ihi s rd4 : 
consists of a citation and a cash award: of 30,000. 
(approximately USS 40,000). | 


Nominees should fulfill the following conditions: 
1 


pi 





















Woodrow Wilson School 
of Public and International Affairs 
Princeton University 


REQUISITE QUALIFICATIONS : 

— a minimum of 7 years of relevant professional experience, - 
including work in domestic and international government — 
agencies and/or nonprofit organizations : 

— leadership, creativity, and a commitment to public service _ 
— the intellectual capacity to > thrive i ina demanding acadeini : 
environment 


APPLICATION AND DEADLINE se re 
To receive an application or for more information contact: T. 
Woodrow Wilson School of Public and International Affairs n 
Princeton University 
Princeton, N] 08544-1013 
Telephone: 609-258-3350 — 
E-mail: econ@wws. princeton.edu. 
Website: htrp://www.wws. princeton. eduldegree/grad. html | 
Applications 1 must be received by January 4, 1999, 





Invitation to Nominate for the IDB Pre Lu 
in Islamic Economics. for 141 9H E fase 














9 ‘the Prize 
“islamic Dinar 


A nominee should have made an academic or practical contribution o 
outstanding merit in the field of Islamic Economies. — 


Research works, on the basis of which nomination for Prize is made 
should have been published and academically recognized. | 


Works which have already won any other international prize shall. n o 
be considered for the IDB Prize. Del 


The nomination letter written either in Arabic, English or. French 
giving full justification for the nomination, should be accompanied | 


(a) full bio-data; 
(b) four copies of each of the research works or a statement.of services 
submitted in support of the nomination; and 
an abstract of each of the above research works either in Arabic 
English or French. | 


(c) 


Self-nomination and posthumous nomination are not acceptable. 


Deadline for receiving nominations is 11 November 1998 (22 Rajab” | 
1419H). Any nomination received after this date shall not be 
considered. 


The IDB reserves the right to withhold awarding the Prize. 
All nominations should be addressed to: 


Chairman, IDB Prize Preparatory Committee, 
Islamic Research and Training Institute 
Islamic Development Bank __ 
P.O. Box 9201, Jeddah 21413, Kingdom of Saudi Arabia 


Tel: 966-2-6361400, Fax Nos. 966-2-6378927, Tix Nos. 601407, 601137 ISDB 9 


u7. 





Readers are recommended 


| to make appropriate enquiries and take 

appropriate advice before sending money, 

| incurring any expense or entering into a binding 

commitment in relation to an advertisement. The 

| Economist Newspaper Limited shall not be liable 

to any person for loss or damage incurred or 

| suffered as a result of his / her accepting or 

| offering to accept an invitation contained in any 
| advertisement published in the Economist. 





ls under app 
backed i 


t searches 













Montreal, OC, Canada, HSZ 1T3 


"Canada's leading internet rR firm " 
World Wide Web Site: htep://www.singer.ca/ 


Le, 





The Original 


Lelie 


Lowest International Rates 
Call to the U.S. from: 


Hong Kong....35¢ Germany......25¢ | 
Spain.............45€ Italy..............34€ | 
Singapore.....33¢ Australia......26¢ | 
[U. Kel 7€ France..........27€ | 


Instant Activation 
| Fiber-Optic Networks 
| Itemized 6-Second Billing | No Set Up Fees 

Ideal for Home, Office, No Set Up Fees | 
Hotels and Mobile Phones Agents Wanted 
Tel: 1.206.599.1992 * Fax: 1.206.599.1982 


— 417 Second Avenue West « Seattle WA 98119 USA 
2 www.kallback.com * Email: info@kallback.com 











U.S. IMMIGRATION 
We specialise in finding jobs, businesses or 
properties which allow you to qualify for a 
visa. and our associate attorneys handle the 
visa processing. To learn how we can help 

you, phone us at DOI 305 554 7555 

Management Consulting USA Inc. 

11401 SW 40 St. Ste 337E. 
Miarni, Florida. 


IMMIGRATION TO CANADA. 
Canadian immigration Lawyer will | 

| prepare Visa application and conduct 

| job search for prospective immigrants. 
Very reasonable fees. Leonard 

| Simcoe, Ref, E, 1255 Laird Blvd, 
#208, Mt, Royal, Quebec, Canada 
H3P 2TL Fax (514) 739 0795. 
Email: LSimcoe@csi.com 
























U.S.A. CORPORATIONS 
& LIMITED LIABILITY COMPANIES 
Foreign Ownership Atowed. Corporate 
Liability Protection. Flow-Through Taxes. 
Free information Packet 
CORPORATE SERVICE CENTER, INC. 

1475 Terminal Way, Suite E 
Reno, NV 89502, L.S. A. 
i 702-329-7721 * FAX: 702-329-0852 
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vi OUTPUT. DEMAND AND JOBS Germany's GDP growth slowed to 1.7% in the year to the 
-.| second quarter, down from 4.3% in the year to the first quarter. Britain's industrial output in 





V. The Bey 
Ec onomist pu 





b 
uds B Russia s economic crisis is bad 
| Julywas unchanged on a year earlier, but up 0.4% compared with June. America’s unemploy- | news dor tea growers, who are already fac- 
is : 
| ment rate remained at 4.5% in August for the third consecutive month. | ing oversupply and falling prices. Russia, 


| which is one of the biggest tea-drinking 







< % change at annual rate The Economist poll industrial Retail sales Unemplo : | 
yment d ; 

GDP GDP forecasts O (oum) — “rate countries, has stopped buying at auction. | 

3 mths? tyear 1998 1999 — 3 mths? lyear — year —— latest Nd ago : The Russian market is the biggest for Sri 


Lanka, the world’s second-biggest tea pro- 
ducer, which exports most of its 280m kg 
output. Sri Lanka usually sells tea to Russia | 
on long-term credit. But Sri Lankan banks | 
are unwilling to extend traders’ credit lim- | 
its, as they are afraid that Russian import- | 
ers will fail to pay. Russia took 44% of In- | 
dia’s 200m kg tea exports last year. Its | 
special trade deals with India allow it to 
buy tea in rupees; it will probably con- 
tinue to buy cheaper varieties. | 
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United States + 16 +36 02 +33 + 22 - 04 + 18 hi 45 Aug AG | Sep 1st Sep 8th* one one 
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| rate 4.7% in July. **May-dul Dollar index | 
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| tion in Italy edged up to 1.9% in August; in the Netherlands, it edged down to1.7%.Japanese | a) — 783 +19 -184 | 
_ producer prices fell 0.2% in the year to August. | Nut 913 98 29 -!$ | 
| | Metals 10.4 47 + $8 -190 | 
| % change at annual rate The Economist poll | Staring = A ee snp gase ligatum | 
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BCOMMERCIALPROPERTY Despite its 
plunging property prices, office rents in 

Hong Kong are the highest in the world. 
According to Richard Ellis, a property con- 
'sultancy, a square metre (11 square feet) in 
Hong Kong costs $1,265 per year, includ- 
| ing service charges and taxes. The City of 
London is second-costliest: a square metre 
costs $1,173 per year. Taxes and service 
| charges account for 25% of total costs there. 
_ That is exceeded only in New York, where 
| taxes and service charges account for 32% 
| of the cost. Tokyo ranks eighth in our chart 
S this year, down from first last year. But the 
- figure for Tokyo is not strictly comparable, 
because it refers to outer central Tokyo, 
rather than the more expensive central 
area, which was not covered in Richard El- 
 lis's latest survey. 
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SCRMARKETS Wall Street jumped by 5% on September 8th after a speech by Alan | B EXCHANGE RATES The dollar 
Greenspan hinted at a cut in interest rates. Shares then fell back on continuing fearsofglobal | fallen against most major currencies | 
recession. Tokyo surged by 5.3% on September 7th, to give a gain of 2.6% over the week. _ the past few weeks. It is now 4% weaker | 
| | against the p-mark than it was at the start. | 
Dec314t199; Ofthe year. The main reason foritssudden | 
high — low | i in local is | decline is that investors no longer expect | 
: siren ns American interest rates to rise; many | 


2 | c o011 or; —— B 28 . «2t P] xs Lo DUE 
7 — 5 5 — m eU tans 75 ure cr pc 2. | think they may soon fall. As Europe's eco- | 
“Belgium 1733057 36321 24050 CGU i [1399  - 8 3 ;4 | nomic recovery gathers pace, its curren- | 
: : | cles are continuing tostrengthen. But with | 
Cat nada | mU cA mU oo. ae Ea 234. ws 376 | Japan mired in recession, the yen remains | 

| : . 39. + 12 | weak Commodity exporters, such as New 

E nc MUT ntc. NRE hc LU ou 34  *384 | Zealand, Australia, Canada and Norwa 

y 7759863 eine 40873 14 Pea hae 2.— 55.1. | have seen their currencies slide as com- | 
xs ES —3—-—,, modity prices have collapsed in the Wake 


zo MISS Numa 139156 1:8 Lai peel eeu o “oa. Of the Asian crisis. 
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"Morgan Staniey Capital International index includes above markets and eight others, in dollar: erms. * Provisional. 
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: MON EY AND INTEREST RATES Japan cut its overnight lending rate on September gth to ! 
-a record low of 0.25%, down from 0.5%. Bond markets rallied as hopes of a cut in American | 
interest rates grew. The yield on ten-year American Treasuries fell to a 31-year low of 4.94%. 


Money supplys —  — — - ieres = % p.a. (Sep 9th 1938) . 
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United States +06 +93 ui — 566. 543 5380. -A — 4 34 90506 233 A hc 
tte year bond rates (United States 30- Pid 5.28%, Japan No.182 1.0196). 
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| TRADE, EXCHANGE RATES AND RESERVES The dollárs trade-weighted value fell by 1% in the week to September gth on nexpectations E 
| that America's Fed might soon cut interest rates. At one point the dollar fell below Y131, before rebounding to Y137. Sterling lost 1.6% over 
= the week, touching a 1998 low of DM2.86 on September 8th. In the year to June, Italy's visible-trade surplus widened to $27.3 billion. 


Trade balance*, $bn Current account, $bn Exchange rate CARTe ny units per $ NN Currency units. Foreign re reserves? Sbn | 
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- 0.40 May- 57 = 3.2 lun 103.7 102. det o a 7 7383 n EN. eo 























ved | | Qi NE T um. NE: 
Ee FI UPTAP: 702. Re  W85 1060 14 148 MoE 2.35082. 161 190  — 348 um — 350. 
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x "Australia, Britain, France, Canada, japan and United States imports fob, exports fob. Ali others citifob. 113902100, Bank of England, tExciuding goid, IMF definition. 
&Fonward rates for delivery January 1st 1999, calculated by J.P. Morgan. &&Not seasonally sete 
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MLIVING STANDARDS In 1990 the 
United Nations Development Pro- 
gramme (UNDP) introduced its human 
development index as an alternative, 
broader, measure of economic and social 
progress. The UNDP index combines sev- 
eral measures of well-being, including life 
expectancy, income, adult literacy and 
enrolment in primary, secondary and ter- 
tiary education. The income measure is 
GDP per head (measured at purchasing- 
power parity) but above a threshold of 
$5,990, the contribution of GDP to the in- 
dex is reduced. The chart below compares 
various countries' rankings on the human 
development index with their ranking 
based on Gpr per head. In general, richer 
countries have higher rankings on the 
development index than poorer ones. But 
they can differ substantially. Canada, for 
instance, ranks highest on the human 
development index, but comes only 11th 
on GDP per head. According to the devel- 
opment index, Germany and Greece are 
close (ranking 19th and 20th respectively), 
but in terms of Gop per head Greece is far 
below Germany. 
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ECONOMY Russia's 12-month rate rof inflation fatos to 21. 15%) in. pe year to to August, foni 
5.6% in the year to July, after a rise in taxes and import tariffs took effect. Indonesia' sinflation | 
rate quickened to 81.2% in the year to August, mainly because of rising f prices. The an- 
nual rate of growth in Turkish industrial production slowed to 1.0% in the year to July. 
































% change on year earlier Latest 12 months, $bn . Foreign reserves, Sbn > 
"GDP industrial Consumer Trade Current Latest Year ago 
production prices balance account 
China + 680 + 7.9 Aug$ LA ju £450 jun 5297 199; — 1409946 — 12093 — 
Hong Kong = 509g -40q + 32 ju u -155 kd ul ,$.3 997% 965 x — ^ 817 — 
inda — t 43 were + 52 un + WA an -72m - B2 mr — 240 m č 263 . 
indonesia — - 62 0:5 +107 o3 + 81249  *192  - 21 180 un 203 . 
Malaysia ——— - 68a - 60 xn + 58m * 643r — - 48 wy — 197 Ma — 263 
Philippines — $- 1202 — -118 4 — » 105 así — - G8 im — - 380 93 wx — 102. 
Singapore — * 169 -62m — - 04s — * 12» — tsa  719'ws — 804f 7 
South Korea — - 669 -129 + 69 49 42718 As +TM — Aus m o oo s 
Taiwan — «529 «24» +t 093 ^ 511 4550 833 m 900 
Thailand =- 04 :» — -175 Mw + 76 x9 — * 84i — « 290 267 Way 323 
Argentina + 69 Qt + 17 dul + 17 Aug ~ 6.1 jun Ne Qt | 228 wn — 197 — 
Bazil lt HC * 02» + Ali -68Ag  -325q Fa My 575 __ 
Chile — +54  +09m + S2ag - 35st —- Stoe 151 um 17.0 
Colombia £570 + 19 My + 189 ag - 329 - 561997 B7 mm 99 
Mexico + 4302 č +70 + 155A — - 5254 — -l3A1Q 307 » 238 . 
Venezuela + 51 5 | nd. o oo o + 364 Ag +95 Mw + 6.01997 12.6 im 13.2 
Greece + 3.5 1997 + 6.8 May + 5.0 Aug - -17.9 Mar o o > 48 Mar 18.7 jun o dad uu 
iral ————— +208 +07 m + 30M - 67  -310 2413 19 
Portugal + 37:9 — « 09 m — * 3155 — -103 aw -73m 155 Ma 153 — 
South Africa + 04o — - 16 + 66m 15x  - 190 53 May 3J 
Turkey ——— +26% | * 1OA + BLA ug -224 kn. - 18 in. 255 im 16.1 — 
Czech Republic 0.9 Q + GI n + 945g  - 28 - 35 qi 10.8 we 108 | 
HG CT e £142 + 141 wt = 20m = L2 101 Aw —. BO 
Poland — +650: 61  * 119. — -l6xn č -42Xhn —— 243 we 19.4 
Russia -45m - 94; —* 21S Ag — *l19 e — 4 3301 11.2 xn 204. 


“Estimate. ‘includes gold. tVisible and invisible trade balance. SNew series. EYear beginning April ist. 
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FINANCIAL MARKETS Kuala Lumpur see-sawed after the government imposed capital 


controls, but the market ended up 32% over the week. Hong Kong gained 7.5% as the Mone- 
tary Authority tightened financial discipline. Latin America extended its losses, led by Sao 
Paulo, which dropped by 16.9% on disappointment over the government's fiscal policy. 











Currency units interest rates — Stockmarkets _ % change on 

per $ ~ perf short-term Sep 9th ~~ Dec 31st 1997 
Sep 9th. year ago “Sep 9th % p.a. one "inia —— in$ | 

week currency terms 

Ching 828 829 138 696 — 12664 +47 + 06 + 06 
HongKong 775 )J]5 | 129 888 ^ 79055 . Is € 2B3 461. 

Inda — 426 365 708 800 — 30971 473. i 154 — 250 
Indonesia 11,700 2908 18459 5770 3258 - 12  - 189  - 619 
Malaysia — — 380 — 292 ^ 632 ^ 768 Z 3897 4323  - 345  - 329 
Philippines — — 439 — 323 729 1225 11874 -~34 - 381  - 43) 
Singapore —  — 174 — 151 — 290 ^ 559 ^ 8855 ^ «70  - ai  - 440. 
South Korea — 1,362 ^ 909 ^ 2264 1030 ^ ^ 3292 ^ «47 -= 125 + 89 

Taiwan 346 2386 576 — 670 68946 +65  - 158  - 206 
Thailand ao 342 —— — $82 1200 . 210 «a3!  - 426  - 326 

Argentina — — 100 100 166 2430 3481. -108 = 493 = 493 
Brani — — — 118 — 109 ^ 196 — 3000 ^ ^ 56550 -169 -~ 445  - 475 
de — 45 a ata sno 58 M3 8 

Colombia 1,498 1246 2,49! 3369 800.5 -64 ~ n 441 —- 516 
Mexio 1038 77 173 3694 31673 - 04  - 394  - 530 
Venezuela — 587 495 97) 5696 2830 - 43 = 674  - 720 

Grece — 295 283  — 491 1399 22142 4 06 + 496 + 437 
israel — À— — 383. 351 638 — 798 — 294! R5  * 11 - 67 
Portugal o LL MM 294 433 48928 +14 + 294 + 346 _ 
South Africa 624 470 1038 2168 ^ ^ 49753 ^ 4 13  - 198  - 374 
Turkey 276400 170,375 459708  — 6800 26000 - 258 - 247  - 435 
Czech Republic — 305 i 338 — 508 — 1383 3959 ^— 433 —- 201  - 93 
Hungary O 222 196 369 1660 ^ 5,0676 - 64 ET $ = at? 
Poland 362 350 602 1958 128575 o +92 123 M46. 

Russia 1700 585 2827 6000 | 616 -61 RAS 7945 






Sources: National statistics offices, central banks and stock exchanges, DatastreamACV; QU; Reuters; Maruca Dik ioni ea : 
Monetary Authority; Centre for Monitoring Indian Economy, Bank Negara Indonesia; Malayan Bariki ng: Philippines À : 

Authority; Hoare Govett Asia; FEL Baring Securities; Merrill Lynch; Bank Leumi Le-Israel; Standard Bank Group: Fw Bànk pes kel 
Russian Frconomic Trends. 
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We have been awarded a rating that ranks us among top international banks and culminates 
long years of holding on to a customer oriented philosophy. This belief has led us to achieve 
extremely solid asset quality, and sharpened our expertise in the areas of asset / liability 
management. Our sound financial position is the result of perseverance and consistency. 
Today, we have several sizable subsidiaries, affiliates and an extensive network of international 
branches which puts us in the same standing as some of the best banks in the world. 
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COINCIDENTALLY, IT'S ALS: 
EXPERIENC 


On 13th September, 1998, à 
very special MEGATOP 747 
took off trom Singapore 
Changi Airport on our first 


round-the-world flight that 





began a new chapter in air travel. 


First, Rattles and Economy Class customers 
can now enjoy new levels of comlort, cuisine and 
entertainment with the transformation of our 


inflight and ground service. 


SPLENDOUR 
First Class customers can experience our new 
personalised ground service as soon as they alight 
Irom their cars at Singapore Changi Airport. They 
are now greeted and escorted into our new First 
Class Reception, an. elegant lounge where their 


check-in is taken care of bv our Premium Service staff. 


On board, Singapore Airlines has created 
the world's most exclusive First Class cabin, 
hosting no more than 12 customers in our 


unique and luxurious seats, crafted to meet the 





highest standards of comfort, spaciousness and 


rivacy, s a 
poss ELEGANCI 

Upholstered in soft Connolly leather and trimmed Ratlles Class customers will be delighted by tl 
with burr wood, the seats feature the world's largest sophisticated new cabin which exudes an ambience 


I4-inch. personal video contemporary elegance, specially created by Givencl 
screens. And lor a great es | 
à; : [he generous seat pitch and recline on tl 
night's sleep, built-in ain | 
it plush new Italian-designed 
mattresses inflate as the i | 
| | ! seals” give a first class feeling 
seats translorm into flat 


| of unparalleled comfort. 
beds. laid out with fresh | 





Singapore Airlines has created the world's most exclusive The Seals also feature the 
linen and soft, down- Sines inne aad EZ 
‘ world's first adjustable privacy 
hlled duvets, 


screens and, as in our First Class. 


Dining in First Class is now an even more refined 
lap-top powe! supply. 
experience, with a restaurant stvle of service that lets 





customers eat as and when they please, on elegant kconomy Class customers 


. : The 14” KrisWorld screen 
serviceware by French design house, Givenchy. will also enjoy a refreshing new — is simply the biggest in the sh 


* Available on MEGATOP 747 aircraft only and being fitted progressively. ** Many of the service enhancements are also available on our JUBILEE 777 and CELESTAR A340 flig 


[HE MONTH A NEW AIR TRAVEL 
[AKES WING. 


LA s 


One of two MEGATOP 747s with the special livery designed to celebrate our service transformation 





‘nvironment and an increased level of personal comfort more than 60 entertainment options. Enjoy the biggest 
n seats that offer added support, with footrests and show in the sky, in every seat, in every class. 


adjustable winged headrests. s 
hese outstanding enhancements can now be 


DINING AND enjoyed aboard all our MEGATOP 747 flights.” 
ENTERTAINMENT 


All customers in all classes are served our exclusive 


For more than a quarter of a century, 


Singapore Airlines has provided a standard 


ww World Gourmet Cuisine, created for Singapore ' ae 
of inflight service even other airlines 


Airlines by a panel of internationally celebrated chefs. —] 
: talk about. They'll now have even more 


The superb dishes are accompanied by fine to talk about. 
wines selected by our panel of Masters of Wine. 


‘or the first time. Economy Class customers will Singapore Airlines. Now more 


‘njoy a free flow of champagne. than ever, a great way to fly. 





In First Class, there is 


And KrisWorld. the world's most advanced 


a choice of Dom Pérignon or 


»ersonal inflight entertainment system, offers Krug Champagne SINGAPORE AIRLINES 


http://www. singaporeair.com 





“WE WERE DAYS AWAY FI 


<< 


AND MINUTES FROM 





TODAY, WHEN YOU'RE OUT OF REACH, 


YOU CAN STILL BE IN TOUCH. 
COMMUNICATE VIA VOICE, VIA E-MAIL, VIA FAX, VIA TELEX. 
VIA INTERNET, VIA VIDEO, Vina —— 
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Mays opposition 


- Str-l refer to your reports on the 
. Malaysian judicial system (Au- 
< gust29th)and thecase against Mr 
Lim Guan Eng, an opposition 
member of Parliament. 

The federal constitution, the 
supreme law in Malaysia, does 
not allow any person to be 
; deprived oftheir personal liberty 
- save in accordance with the law 
and all persons are equal before 
the law. There. was no denial of 


‘contrary; due pres. of the law 
: was meticulously complied with. 


ed, and exercised. his oit of 
ppeal to the Court of Appeal 


< The presence of Amnesty Inter- 
“national at Mr Lim's trial further 


^. justice system is fair and open. 
— -In regard to your notion that 
"other critics, inside and outside 
Parliament will now be scared to 
speak out.” We beg to differ. The 
very same federal constitution 
provides that no person shall be 
liable to any proceedings in any 
court in respect of anything said 
by him in any proceedings of 
either house of Parliament. Fur- 
: thermore, any criticism by any 
person, be he a parliamentarian 
oran ordinary man on the street, 
is permitted provided it does not 
5... contravene legislation lawfully 

Ar enacted by Parliament. 

. Itisnoted thatyourarticles are 
slanted to give the impression 
that Mr Lim was proceeded 
against because he was an oppo- 
sition member of Parliament. I 
wish to point out that our courts, 


The | 
I Economist 


se durtta See oe ee ee ee eee eer eee eee eee) Sere ce Avi 4 





and thence to the Federal Court. - 


.. demonstrates that our criminal 


Subscription Service 


Please enter a subscription for 1 year 


CH enclose payment of 
(payable to The Economist Newspaper Ltd) 


For credit card payment, see subscription card insert 
CjAustralia A$257 
(J Malaysia RM230 
ci Other Asia/Pacific US$165 


in additión 3 to beng. fait and 
open, have jealously guarded 
their independence. There have 
been numerous instances where 
the courts have decided against 
the government. The n 





f evidence ps 


being his guiding light. 
Your article has rightly point- 
ed out an important premise that 
“in no society, however open, 


democratic and tolerant, can the. 


right to free speech be absolute.” 
You talk of criticism by some 
Malaysian. lawyers in regard to 
Mr Lim’s case. This by itself clear- 
ly demonstrates that freedom of 


expression not only exists but 
 thrives in Malaysia. But should 
this right to criticise be abused 


then the law and due process 


would take its course. 
]. M.AMiR 
High Commissioner 
London of Malaysia 


SiR—Your comment that Malay- 
sia is not a society that values free 
speech is atrocious. Mr Lim was 
detained and convicted by a cor- 
rupt government, not by popular 
vote. Most Malaysians would tell 
you the same, if only it were safe 
for them to do so. 

Washington, DC AARON RATNER 


Sig—The recent events in 
Malaysia demonstrate that 
Prime  . Minister Mahathir 
Mohamad has become the mad- 
man of Asia. The removal of his 


deputy, Anwar Ibrahim, is proof 


tjSingapore $$204 
Thailand US$69 


5 St James's Street, London swia IHG 


that Dr Maliaihir Š misused his 
eid cli ng uva oe So 














ere is ; growing 
Y ards his leader- 
ship and that it is high time for 
him toleavehis job gracefully. 
Kuala Lumpur SHAMSUL MAJID 


Big cities 


Sig—Your latest slaps at New 
York's infrastructure (August 
29th) seem a little absurd in light 
of the data you present about 
British cities in the same issue. 
True, New York is an old city, 
with physical plant in need of 
repair. It also has a large and trou- 
bled low-income population. 
But the city’s other advantages 
mean that employment was 
higher in 1996 than in 1981, And 
since 1996 private-sector employ- 
ment has surged by 150,000. 

By contrast, London lost 
277,600 jobs between 1981 and 
1996, according to your data. It is 
no surprise that the "Detroits" of 
Britain, such as Liverpool and 
Manchester, have fallen on hard 
times in the post-industrial era, 
but I perceive London to share 
many of New York's advantages. 

In addition, in Britain the bur- 
den of the poor is nationalised, 
whereas in America much of it is 
localised. One would have 
thought London would have the 
advantage despite its poorer East 


End neighbourhoods. Also, Lon- 
don has a national government. 
sucking money in, instead of — 


national (and state) government 
sucking money out; another bur- 


den New York must bear. 
LAWRENCE 
New York LITTLEFIELD 


Little cities 


orm 839 2968 


d Jétersie Be mistcom B 


and highly id empligesi: ino 
receipt of relocation allowances, 


to another city can fairly be — 


described as government aid. 

The cities shown as having the. 
second-and third-highest rates of 
growth in employmenthavealso - 
benefited from the relocation of — 
significant numbers of civil Ser- 
vants. The Ministry of Defence 
has moved employees to a put- 
pose-built site on the outskirts of 
Bristol and Nottingham has - 
become host to Inland Revenue. - 
offices during the period you ` 
consider. i 

A potentially more interesting. 
measure than percentage growth ` 
in jobs would be percentage 
change in employed population . 
in a city. This would dilute the 
effect of large-scale relocations. 
Sutton, 





PAMELA WEBBER 


The ruling class 


Si&—1 have no quibble with the 
even-handedness of the article 
on “mediacracy” ("The show is 
on TV", August 29th). Neverthe- 
less, I am afraid the picture may 
not be as rosy as it is portrayed. In 
fact, it is far from all right with 
many Americans to have bi- 
coastal celebrities and spin doc- 
tors shaping policy on behalf of 
the residents of "flyover coun- 
try’, most of whose input is 
diminished drastically by the 
process. 

The cult of celebrity enjoys a 
remarkable following in Ameri- 
ca, as it doesin much of the wired 
world. Sadly, its contribution to 
real democracy is akin to the rela-. 
tionship. between virtual reality - 
and active participation in life. 


Oregon City | WAYNESNEDDEN 
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Under pressure 


Sirn—I was aware that Americans 


had pressured European insur- 


ance companies regarding the 
claims of Holocaust victims’ fam- 
ilies ("Eastern blockage”, Septem- - 
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ber 5th). However, I was startled- 
to read that American regulators _ 
have now escalated to pressuris-. 
ing the European companies. 


Sig—Your article on Leeds 
(August 29th)states that the resur- 
gence there was “largely unaided | 
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Bu ropean Offices 


Analys è p nt consultancy in telecoms with a global reputation and presence. We 
chents by bringing strategic insight. and analytical rigour to their market 
ee It is your vision and creativity that wal influence the boardroom . 
shaping the ex Ren 2 future of telecoms. You will be joining a consultancy that- 





from the competi uon t hrough the depth of its industry knowledge and the value that it 
^o its clients. You wil work on a vanety of intellectually challenging projects in an 
h encourages contin ung professional development and recognises that | targets can be 

| | reached without sacrificing quality of hfe. 



























+ l p^r * + Le 
| Mobile Communications 
Clients will look to you for a clear view of this evolving market. Your ability to deliver will be dependent 
upon your knowledge and experience of mobile strategies and market analysis. This will probably be 
gained from working with operators, equipment manufacturers, or in à UE. environment, and will 
ncdude an understanding of the issues surrounding "ia ixedienoblle convergence and spectrum 

allocation and pricing. As well as managing key assignmen 2 developing client relationships, you will 

be a si ign ficant contributor to our growing reputation in the mobile arena. 


Telecoms Finance 

You will deliver creative corporate strategie s, Maximising shareholder value for a GIVEISE range of clients 
from the largest players in the industry to er treprene eunal new ventures, Clients will expect you to 
identify Spe portunities from mergers, ac quit ons and licence evaluation processes. You are likely to be 
working in either the business development or strategy department of an established or start-up 
operator. for an investment bank or in a consultancy. You must have an impressive track record in 
strategic problem-solving in telecoms finance. 


u ill these two specific roles, we want to hear from - 
‘peop ple with oe t academic: qualifications and const he incy skills. If you have expenence in 
telecoms and pate uiarly the rapidly dupl. bs and satellite fields, we want to hear 
from you. Opportunities exist in a number of our offices. We reward exceptional people with 
competitive benefits packages and first-class career development. 








doc: Sue Gibson or Lorraine Buckman to discuss these opportunities on 

+44 (01223 460600. Alten natively write, fax or email bd CV and salary expectations 
to: Analysys. pes ed, St Giles Court, 24 Castle Street, Cambridge En OA]. 

Fe +44 (0) 31223 460866. Email recrutment@analysys com 


nalysys 


http://www.analysys.com 
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REGIONAL TRADE AND 
AGRICULTURAL POLICY ADVISOR 


Ihe U.S. Agency for International Development (USAID) 
2] is. seeking to fill a Trade and Agricultural Policy Economist 
-position within its Regional Center for Southern Africa 
(RCSA). The RCSA is based in Gaborone, Botswana and 
pP omotes regional integration throughout Southern Africa. 





e gional Trade and Agricultural Policy Advisor will 
vide technical leadership to USAID’s regional programs 
outhern Africa on Trade and Agricultural Policy. She / 
> will take the lead in analyzing and staying abreast of all 
trade agreements in place or being developed in the region; 
 €ollect, analyze and serve as a source of information on 
Southern African trade, agricultural policy, food security 
Į and regional cooperation trends and issues; assist in 
| developing and managing programs related to market 
integration and agricultural policy; and recommend 
practical changes/adjustments to the USAID program 
taking i into account the changing policy environment in the 
region. 


QUALIFICATIONS 


The position requires a Master's degree in business, public 
administration, economics or a closely related filed; a 
minimum ten years’ public/private sector professional 
experience, with an emphasis on development; a minimum 
of five years' strategic planning and project implementation 
experience in developing countries; previous experience 
working with development organizations; good written and 
oral communication skills; computer skill with word 
. | processing, spreadsheet and database management; and 
-.] being a good self-starter. 


| TERMS OF APPOINTMENT 


This will be a personal services contract with USAID for 
two years. The position is currently classified at GS-13 
level (annual salary range US$52,176 to USS$67, 827). 
| However, USAID/RCSA hopes to have this increased to 
. GS-14 (US$61,656 to US$80,151). Additional benefits 
will normally include children's education allowances, 
. housing and passages. 

















"lose date for receipt of completed applications is 
| September 30, 1998. 


Questions and submissions should be directed to Martha 
shou who can be reached by phone at (267) 324-449, 
FAX at (267) 324-486, or by e-mail to 
mzhou@usaid.gov]. Postal address USAID/RCSA, P.O. 
Box 2427, Plot Number 14818 Lebatlane Road, 
‘Gaborone, Botswana. 








"urther details may also be found on the internet at 
JV /www. info. usaid.gov /procurement, bus opp/ 
| / psc solicit/] under solicitation number 
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INBIS Ltd a provider of comprehensive engineering management 
consultancy in the UK and Europe is seeking to recruit an experienced. 
professional to develop its European Consultancy activities currently 2s 
based in Luxembourg. 





With a background in innovation, technology transfer and economic... 
development, you will have experience of: 






* working with government and international funding agencies, 
in particular the European Commission. 






* managing tong-term, multi-national and multidisciplined project teams. 







The position would require extensive European travel. Fluency in English. . - xe 
and French would be of particular advantage. 






The role offers an attractive remuneration package and the opportunity 
to work in a challenging and progressive organisation. 








Applications to: Roy Barton, General Manager Consultancy 
Division, INBIS Limited, Lostock House, Holme Road, 

Bamber Bridge, Preston PR5 6BP. Tel: + 44 (0) 1772 698005. 
Fax: « 44 (0) 1772 697668. 


/NB!S 


INNOVATIVE BUSINESS SOLUTIONS 
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THE PEACE TECHNOLOGY FUND 


CHIEF EXECU Ti VE 


The Peace Technology Fund (PTF) has been initiated by the Peres Peace 
Center for Peace, and the International Finance Corporation UFC) for 
investments in Palestinian projects that meet the business objectives of the 
Fund. The first closing took place at US$60M. The funds were raised from 
both the Palestinian and Israeli business sectors as well as the IFC, 


The Fund will encourage joint ventures between Palestinian companies and 
international and Israeli companies and will provide a vehicle for investors 
| to take advantage of the growing Palestinian economy at the earliest stáge. 


| The management company of the Fund, comprised of Palestinian & Israeli Ulp 
investment groups together with the IFC, are seeking a Chief Executive who ||. — 
can successfully manage the investment process, He/She will report to the 
Board of Directors of the Management Company. 


The Ideal candidate will have 


An advanced degree in business Administration. 

Over 10 years experience in private sector development, H 
strong management skills with a proven track record of success in | 
private equity investments. 
First Class people management and communication skills. 

Political understanding of the region; 


The ideal candidate will be asked to NO to Ramallah. 


if your background, experience. and competencies match the given | oem 
specifications, please send us your application. letter and detailed CV giving: F 
full career details including current salary to: ~ : 


INTERNATIONAL CAPITAL 5 eae a TE "n. 
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| McKinsey &C ompany, Inc. 
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As a leading international management consulting firm, we advise the top management of leadi ig 
institutions on issues of strategy, aie: and operations. We have 76 offices in 38 countri 
over 8,000. is 


To support the leadership group of our expanding Purchasing and Supply Management. Practic 
seeking | 


irchasing and Su apply Management 


: In close cooperation with other members of the Prac- 
ce Worldwide, you will have the tomay key respon- 

















ideally, you should have a fi 
and three to five years of e» 
supply management or product « 
responsibility for strategic sour 
zation. You should be fluent in 
other language, and possess t 
characteristics: E 
* Seif-initiative and motivation 
* Excellent problem-solving, commu 

interpersonal skills 
















GO ibuting to McKinsey's internal and external 

Pu profile. in purchasing and supply management by co- 
authoring articles, giving speeches, and participating 
in conferences. 








* The ability to work well in a eee 
geographically dispersed team 
* A strong drive to extend and devel 
and skills. | 















We offer an attractive salary package ahd excellent benefits. If you are interested, please send a. complet 3 written ap- v 
plication to the Practice Manager, Katarina Dempsey, McKinsey & Company, Inc., St.-Apem-Str. 1, D-50667 ( Gole ogne, . 
Germany. api a 





RECRUITMENT CONSULTANTS GROUP 

2 London Wall Buildings, London Wali, London EC2M SPP 
Tel: 0171-588 3588 or 0171-588 3576 

Fax: 0171 299 8501 E mail: cjagroupe @online. rednet.co. uk 


A high degree of autonomy will be vested i in the appointee. Global career prospects 


. CONTINENTAL EUROPE MARKET DEVELOP 
- RETAIL MUTUAL FUNDS 

























CITY OF LONDON £50,000 - £70,000 + BONU! 


FAST EXPANDING INVESTMENT MANAGEMENT ARM OF GLOBAL FINANCIAL SERVICES ORGANISATION. = 
For this new appointment we invite applications from graduates with 4-6 years’ experience of retail marketing within. 
the financial sector. Exposure to available marketing tools and regulatory issues affecting the spectrum of sales to the 
.| retail market will be important. A second European language, preferably German or Dutch, will be key. Due to th 
| rapid expansion of the Pan-Continental Europe distribution our client is looking for a highly motivated self-starter t 

report to, complement and support the European Retail Sales Co-ordinator. The overall market covers UK, France, ital 
Germany and Benelux. However, your main focus is expected to be Germany and the Netherlands. Specifically, your 

role covers: supporting the launch of the funds in the above locations; assisting in the product innovation. and 
implementation process; devising imaginative marketing tools as well as driving participation in Internet sales activiti et 

| Essential qualities are high energy levels, flexibility, an entrepreneurial approach to European market development 4 
| the ability to work as solus operator as well as a team member. 25% away travel should be expected. Initial s 
$ i 2 „negotiable in the range £50,000 - £70,000, plus performance related bonus and large company benefits. Applic 
| _in strict confidence under reference CEMD7799/E to the Managing Director, CJA. 
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‘und Rai ising & Resource 
Development Manager 


The International Planned Parenthood Federation (IPPF) is the 
world's largest international non-governmental organisation 
working with national governments and community organisations 
to provide quality reproductive health and family planning 
information and support programmes. The IPPF provides support 
for national Family Planning Associations, who provide services 
through 71,000 centres in over 180 countries to many millions of 
people. Our world headquarters are based in London. 

Our Fund Raising and Resource Development Manager, who reports to our 


Director, Resource and Programme Development, plays a central part in our 
work, ensuring that we have the resources to complete our strategic 


To be successful in this role you must be abl 


London based 





* A post-graduate qualification in applied so 
of study, 


* Proven success in international fund-raisin 

donor portfolio for at least five years. : 
e Fluency in English, and working ability in Frei 
e Field experience in sexual and reproductive hi 
e Superb interpersonal skills, and the abi 

relationships with individuals and organisatio 
* The ability to work on a variety of major projec 




















programme of work. In this role you will- 
potential donors that explains the value of our work. 
governments and private donors. 
fund raising and advocacy activities. 


promote the work of the Federation. 


The mandate of IFC, a member of the World Bank Group, 
_is to foster economic growth by promoting private sector 
investment in its developing member countries through loans, 
equity investments, advisory services and technical assistance. 
The development of effective private equity/venture capital 
į} funds and institutions is one of IFC's strategic priorities. IFC is 
. currently involved in 95 funds and management companies 
in 63 emerging markets. 


IFC's Capital Markets Department is looking to add a senior 
private equity/venture capital professional to its Private Equity 
AUD: which operates on a global basis. 


c etas IFC's center for specialized know-how and 
experience in the area of private equity. 

pport the investment and. advisory operations of IFC's 
-seven regional Capital Markets divisions by reviewing and 

/ participating in specific transactions, supporting the supervision 
and active management of IFC's existing fund portfolio, serving 
. as in-house consultant, and providing in-house training. 

* Provide strategic direction and policy orientation for IFC's 
„work in the product. . 





* Compile and present comprehensive project portfolios to current and 
e Acquire and maintain financial and in-kind contributions from 
e Manage a team of Resource Advisers and train and advise colleagues in 


e Develop long term relationships based upon trust and mutual respect that 


Emerging Markets 
Private Equity Specialist 





The salary for this position will be negoti iable, der 
and experience. Initially this contract will be- 
December 1999, with the possibility that the con 
To apply please send your c.v. to: Human 
College, Inner Circle, Regent's Park, London N' 
Applications may be received also by fax on 017 
Closing date: 2nd October 1998. 


Further information about the IPPF can be gained from our web: 







































IPPF is an equal opportunities employer. 





* Promote international know-how transfer through production 
of publications, papers, studies, and speeches on policies, 
best market-practices, and lessons from IFC's global experience. Jf 





Requirements: E x 
Candidates must have at least 10 years relevant private sector - 
experience with acknowledged expertise in private equity. 
Demonstrated ability to handle venture capital operations 

and concepts is key. As this is an advisory. position, excellent 
communication skills and a strong client orientation are critical. 
Some experience in developing economies and additional 
language skills would be a considerable advantage. 


IFC offers challenging opportunities at its Headquarters 

in Washington, DC, Salary and benefits are internationally 
competitive. Interested candidates should send a detailed 

/ October | 


resume, 3, 1998, to: IFC Recruitment, 
PE98, 2121 Pennsylvania Avenue, NW, Room F-11K-294, | 
Washington, DC 20433, USA. No phone calis c or faxes please. 








men È | nance 





Can you deliver real business value? 

















a Are you capable of actually implementing your promises? We can't promise you an easy life, letalonea predictable ^ | = — 
| Do you have what it takes to build the next generation of one (if you're the sort of person we're looking for, 1 ER us « : s 





global investment banks? | we don't imagine you'll be interested in either). E | 
At Dresdner Kleinwort Benson, we are building the But we can offer you the chance to work alongside E (s : 
future of investment banking. Clearly, we need true luminaries in the application of IT to investment ve oe 


: an elite band of IT people who will work with the banking. The chance to succeed in projects that Bm o 





business to get us there. We need people who have the eyes not just of the bank but of the whole Bp 





HB have the highest intellectual stamina, a strong banking and IT sectors trained on them. The chance | : ae 2 3 


academic background, exceptional technological to erase any time lag between the contribution you = E ci | 





implementation skills and better business. make and the reward you receive. The chance, E oC 
knowledge than the average business expert. in the ultimate analysis, to achieve what you know B 


Fundamentally, we need people who will get the job you're capable of and to receive what you deserve. d E i C 





done, overcoming any obstacle placed in their path. Send your c.v., quoting ref; E: 18/1/98 to Camilla Bray, E : | 
: They will do this in pursuit of the ultimate vision of IT Recruitment, Kieinwort Benson Limited, PO Box E ES 




















building the next generation of investment banking. 560, 20 Fenchurch Street, London EC3P 3DB, UK. : . : c 
To get down to specifics, we need people who are Fax +44 171 475 5801. E-mail ITRecruit&kben.co.uk | : zi : 
| operating right at the leading edge of technologies For further details of other current vacancies see our | : 
such as these:- Java, Bongo, HOP, Visual Studio, website: http:/Awww.dresdnerkb.com/recruitment/IT p of 
i Js | 
¢¥ Dresdner Kleinwort Benson É 
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Principal Technical Advisor 
Sustainable Livelihoods and Poverty Reduction 
UNDP 


Sa | The United Nations Development Programme (UNDP} is seeking 
- a Principal Technical Advisor for Sustainable Livelihoods to work 
within the Bureau for Development Policy. 


The incumbent will help focus UNDP's efforts to assist countries in 
the further development of Sustainable Livelihood frameworks. The 
selected candidate wil! develop a framework for cross-sectoral 
policy analysis, including the basic social service sectors, as well 
as governance, gender and environmental issues, The candidate 
will incorporate lessons learned from micro-finance initiatives into 
SL approaches; build operational partnerships at the country levels 
with research institutes and other CSOs; prepare and refine a 
typology of livelihood systems; develop protocols and indicators 
for measuring SL; prepare technica! modules for participatory 
assessments of livelihood systems; develop strategies for SL in 
urban areas; facilitate sub-regional and national SL capacity 
development workshops; and publish the SL analytical source book 
with case studies. 


Qualifications: 


* Ph.D. in a discipline related to sustainable human development 

e Proven history of collaboration with leading research institutes in 
the field 

e 12 years’ professional experience at national and international 
levels 

e Solid management background at increasingly higher levels 
of responsibility 

* Demonstrate international perspective through publications and 
work history 

* Superior interpersonal skills 

e Full command of written and spoken English; good working 
knowledge of French or Spanish desirable 

* Experience with the international development community in 
general, and UNDP and the UN system 

















UNDP offers a competitive salary and benefits package. Interested 
candidates should forward a detailed curriculum vitae and salary 
history to: UNDP. One United Nations Plaza, New York, NY 10017, 
-. USA Fax (212) 806-5310; e-mail: thierry. Jemaresquier@undp.org 

- Reference: Principal Technical Advisor. We will only be able to 

.. respond to those applicants in whom UNDP has a further interest. 
"Qualified women are strongly encouraged to apply. 





UNITED NATIONS DEVELOPMENT PROGRAMME 


























| * Excellent written and oral communication skills in English and French. 


| Please submit applications before October 16, 1998 to: 


| E-mail: BGYEPIGARBRAHGWORLDBANK.ORG 







APAC announces à vac ancy for "the. 3osition 
will serve as the Secretary to APAC 
and work closely with APAC's par ners. Th 
diac in APAC's new office in Africa, — 

















» peso TORNOAAE and eval luati M AN $ "work. program, 


* Engage in dialogue with governments, agencies, academic and: iiber: p 






could help them in identifying the major population issues, ongoing n 
programs and projects; and potential for APAC participation in iei]. 
activities. M 








* Organize and implement financial and other resource development | 
activities on behalf of APAC. 





Criteria for selection: 

















* Doctoral degree, or at least master's degree level, in population 
sciences, public health, social science and/or social administration. 








* At least 10 years direct technical and/or managerial work experience in 
population and reproductive health, public health, social administration 
and/or the nexus of population, agriculture and the environment, 

* Proven effectiveness in leadership position, for most or part of his/her 
professional career, at high levels in national politics, general 
administration, and/or university work. 









* Ability to deal with sensitive issues with high-level political and 
government officials and non-government organizations. 






Dr. Ben Gyepi-Garbrah, APAC Secretariat (Room } 10-031), Human 
Development Unit (AFTHD), The World Bank, 1818 H Street NW, 
Washington, DC 20433, Tel. (2021 473 5569. Fax (202) 477 2900 







PYRAMID RESEARCH 


Research Director, US/Western Europe Group 

This individual would be responsible for developing and managing a 8 person team covering the. od. 
telecommunications market in the United States and Western Europe. Additional responsibilities ` 
include forecasting work, database management and client presentations. 


| The ideal candidate would possess the following qualifications: 


* Master's degree in Public Policy, Engineering, Economics, Business or related field. 

* A minimum of 3 years experience in the US or Westem European. lelecommunications nu: 
* Commitment and capability in leading a team to meet aggressive deadlines ; 

* Proven managerial experience 

* Solid understanding of telecoms technology 

+ Excellent communication skills (oral and written) M 

* Fluency in one of the following fourlanquages a plus: German, French, Spanish, or italian. 


2 Research Analyst Positions, US/Western Europe Group 

We are seeking two Research Analysts to perform primary research on telecoms markets in 
Waster Europe. Responsibilities include: travel intensive research trips to gather market 
sensitive statistical and qualitative information, writing brief news pieces and highly analytical data- 
intensive articles for monthly publication and annual market studies, forecasting market 


| opportunities, Excelent academic record and strong analytical skills essential, F luency in one of the 


folowing languages is required: German, French, Spanish, or Italian 


Associate Research Director, Global. Advisory Services 5 
Pyramid Research is seeking a highly motivated individual to join a newly formed. group canons 
for expanding the companies research capabilities into new technology areas. This individual will. 
also be responsible for managing multi-cliant service components such as written deliverables, 
client access and client presentations. - 


The ideal candidate would possess the following qualifications: | 

* Master's degree in Public Policy, Engineering, Economics, Büsiness or related field 
* A minimum of five years experience in the telecommunications industry 
* Excellent analytical capabilities 

« Solid understanding of telecoms. technology(background it in datacom and intemet a plus) 
* Excellent communication skills (oral and written) l 


ZN 


PYRAMID RESEARCH ras 
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civic organizations on major populàtion-related issues and on how APAC J | 








anaging Director loursm 


he East of England Tourist Board invites applications for d 
anaging Director to succeed the present post holder who retires 
t the early part of 1999. 


‘EETB, one of England's ten Regional Tourist Boards, i is managed 
“as an independent profit centre receiving funding from and providing 
‘services to the £2000m regional tourism industry, its local authority 
partners. and the English Tourist Board. It leads and co-ordinates 
mar g campaigns, is responsible for the Tourist Boards' 

odation inspection schemes and provides information, 

| and other advisory services. 














































































ates should have skills in marketing, financial management 
IT. They will be able to lead a team of forty staff and have the 
ability to gain the co-operation and support of the public and private 
ctors. Knowledge of the East of England and of ihe tourism 
lustry would be useful but are not essential. The Board will take a 
exible approach to the remuneration package. 







Further information may be obtained from the Managing: Director, 
to whom x cc should also be addressed. : 





; A a date Lx deco 
| 16 October 1998. 
Must be eligible for work in the UK 









© f The Wissenschaftszentrum Berlin für Sozialforschung (WZB) 


[is seeking a 
DIRECTOR 


to lead a research unit in economics 


^] The successful candidate will develop a long- -term research 
| program empirically based and theoretically informed. In addition, 
$ rogram is expected to be relevant for the other areas of social 
es represented in the WZB. It is intended to combine the 
ship with a chair professorship in economics (C4) with a 
» duced teaching load at one of the three Berlin universities. 
. The process of globalization is transforming the way in which 
‘national systems operate. The challenges facing social and political 
Systems implies a need for institutional reforms, for instance in the 
area of innovation, social insurance systems, as well as economic and 
litical polícy making. A research program analyzing such processes 
weeds. to address the global economy and its institutional context, in 
order to balance the social welfare state with companii market- 
riented structures. | 
Qualifications: The candidate should have an interest in 
eveloping a long-term research program in economics with a 
heoretical and empirical orientation, an international reputation and 
a strong publication record in relevant journals in an established area 
of economics, and an interest in building bridges to other disciplines 
within the WZB. 
The WZB is committed to increasing the number of women in 
science and especially encourages females to apply for this position. 
A written application along with supporting materials should be sent 
= later than October 31, 1998 to the President of the WZB, : 


Prof. Dr. Friedhelm Neidhardt, 
Wissenschaftszentrum Berlin für 
Sozialforschung, Reichpietschufer 50, 
D-10785 Berlin. 

. Information on the WZB is available via Internet | 
(http:/ /www.wz-berlin.de) or by writing to the address given above. 
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NATIONAL UNIVERSITY OF SINGAI 





















MASTER IN PUBLIC POLK ; 


The Master in Public Policy (MPP) P 
University of Singapore was inaugrated 
Harvard University's Institute of Internatio 
quality international public policy pro 
analytical rigour and foundations of We: 
with the institutional setting and the soci 





Applications are invited for te hing 
Programme. Preference will be given t 
degree. Under special circumstances, can 
degree in Public Policy and have ex 
agencies will also be considered. C 
organisations and/or teaching experien 
strong additional qualifications. | 


















The appointee will be responsible for t 
Applied Statistics, Applied Econom 
Management, Southeast and East As 
Political Economy as well as make regi 
Programme. 














Besides appointments on normal 3-year 
for one or two years will also be considere 





Gross annual emoluments range as follows 







Level of Appointment Sali 
Assistant Professor S$5 

Associate Professor ; 
Professor 


(STG£1.00=8$2.93 approxim 


In addition, a 13th month Annual Allowance and 
Component may be payable at year end, und 
system, to staff on normal contracts. The commen 2 
depend on the candidate's qualifications, experience. and the evel 

appointment offered. 
























Leave and medical benefits win be E iim on bad | ome p 


education allowance for up to three children detis) to a m 
S$16,425 per annum per child, passage assistance an 
allowance for the transportation of personal effects to Singap 
members may undertake consultation work, subject to the ap; 
the University, and retain consultation fees up to a maximum: f 60 
their gross annual emoluments in a calendar year. — — i 























All academic staff will be given a networked personal comp | 
access to a Cray supercomputer, UNIX hosts, depart 
printers, a wide spectrum of software, on-line library. catalogue, 
ROM databases, Video-on-Demand, INtv and Interne. — > 


Application forms ad further information on terms and conditions o 
service may be obtained from: ad 















Associate Professor Ong Jin Hui 
Director 
Master in Public Policy Programme 
National University of Singapore 
10 Kent Ridge Crescent 
Singapore 119260 
Fax: (65) 778-1020 
E-mail: mppsec(@nus.edu.sg 
Web-Site: http://www.nus. SUNDSIRIO/ADDPIBAFE ID ht 


Only shortlisted candidates will be notified. 


“Canc el the warm milk 


Sgr ate 


TEPA PAC Ta 


The advantages of a Four Seasons | lotel are obvious even in the dark. There's the sensation ol slipping 


between fine cotton sheets, thoughtfully French-folded for dreamlike comfort. The luxury of curling up under 


to Four Seasons specifications. Awakening hours later, youll feel as if you haven't slept 


our goose-down duvets. The back-soothing firmness of our mattresses, each custom-made dy, 
SE 
Li 
> 


so soundly in years. So we apologize, in advance, for the promptness of our 
wake-up call. The demands of business demand nothing less. Telephone your FOUR SEASONS 


travel counselor or in the | LS., 1-800-332-3442. Weh site: www.lourseasons.com Kotek and Resorts 


I Defining the arf of service al 40 hotels in 10 countries. 





Ihe 


Economist 
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Just go 


é€ OTHING in his life became him like 
the leaving it,” says Malcolm of 
Cawdor in “Macbeth”. In Bill Clinton's case, 
nothing in his presidency condemns him 
like his failure to leave it. He has broken his 
trust and disgraced his office, but he clings 
on. Saving his skin at all costs, against the 
odds, has become the theme of his political 
career. Each escape is notched up as a victory. 
But every time he wriggles through—grubbier, 
slicker, trailing longer festoons of contri- 
tion—he does more damage to his country. 

In New York this week it was as if nothing 
had happened. "Business as usual" was the 
phrase. His wife was smiling at him again. 
Cabinet members were applauding. The Dow was rallying. At 
the party fund-raisers the president attended, not a seat was 
empty. Mr Clinton spoke of the huge financial challenges fac- 
ing the world, and of America's obligation to lead it “in a way 
that is consistent with our values”. Words like this are meant 
to show that he is in charge, and some will hear them that 
way. But there is nothing behind them. What can “consistent 
with our values” possibly mean, when the overwhelming ma- 
jority of Americans think Mr Clinton's values have little to do 
with theirs? 


Power needs principle 

It is easy to understand why Mr Clinton is fighting. He has 
everything to lose and, in his view, no good reason to lose it. 
The report into his misconduct by the independent counsel, 
Kenneth Starr, has played into his hands. Its 445 pages fail to 
deliver a knockout blow. There is strong evidence of perjury 
before a grand jury, which is a serious crime: but in the pub- 
lic's mind it is just more lies about sex, and that is deemed a 
forgivable sort of perjury. For the rest —witness-tampering, ob- 
struction of justice, abuse of power—the evidence is less clear- 
cut. Altogether it is a tale of the tawdry emotional difficulties 
oftwo people, Bill and Monica, caught out in something they 
knew they should stop. Mr Starr has piled on the sexual de- 
tails, to excess; but the details of anyone's sex life, presented to 
an outside audience, could look similarly comic and dirty. 
Above all, whatever happened to Whitewater, Travelgate, 
Filegate and the rest? 

Mr Clinton senses, correctly, that the report has caused a 
backlash against Mr Starr. The independent counsel has al- 
ways been unpopular. Now he appears both prurient and un- 
fair. The long-term effect of this extraordinary inquiry may 
well be that no future Kenneth Starr is let loose against a sit- 
ting president (see pages 23-26). Meanwhile, according to the 
opinion polls, most Americans are content—eager would be 
too strong a word—that Mr Clinton should stay. No impeach- 
ment, no resignation; perhaps a simple vote of censure by 
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Congress, a mere slap on the wrist, and 
swiftly back to work. 

But that won't do. Perjury before a grand 
jury, as exhaustively described by Mr Starr, is 
worthy of impeachment. And even if it is not 
deemed impeachable, that does not mean it 
should be tolerated. Those in authority are 
rightly held to certain standards. In any other 
walk of public life, Mr Clinton's flagrant lying 
(to say nothing of the sexual dalliance) would 
have him out on his ear. Is the leader of the 
world's most powerful country to be allowed 
a lower standard of behaviour, just because 
he sits in the White House? The reverse 
should be true; precisely because he sits in the 
White House, the perceived exemplar and guardian of his 
country, he should be prepared to leave if he cannot behave. 

At the centre of Mr Starr's report are two inescapable facts. 
Mr Clinton held his office cheap, and held lies dear. There is 
no reason to think this will change. Since mid-August he has 
apologised so many times that, if contrition were taxed, he 
would be bankrupt. But if he is so sorry, why the full-throttle 
legal defence against Mr Starr’s accusations? At the famous 
prayer-breakfast on September 11th, at which he spoke of his 
sin and his "broken spirit", the cameras caught him peeping 
round in the middle ofhis prayers, as if to check that everyone 
was watching. This is a consummate politician who knows 
exactly what strings, including heartstrings, he must pull to 
stay in office. That skill is the reason Americans think he 
should stay. That moral bankruptcy is why he must go. 

All Mr Clinton's considerable energies are now turned in 
only one direction: his political survival. This means fighting, 
at full stretch, all charges already made and still to come. And 
there are certainly more to come. Mr Starr may yet have some- 
thing to report on the other scandals, including Whitewater; 
heis said to have found nothing impeachable, but plenty that 
reinforces the pervading aura of sleaze. Meanwhile, other sex- 
ual skeletons may continue to tumble out of closets. All will 
be ridiculed, denied, resisted, rebutted, for as long as it takes. 

America and the world at large have already suffered 
many months of this. They are crying out for the president's 
concentrated attention. People may not care that he is a phi- 
landerer, but they cannot afford his distraction. Mr Clinton's 
legislative ambitions have long been consigned to the side- 
lines. His foreign-policy initiatives—attempting to revive the 


Middle East's hope of peace, fighting newly-resurgent mor, ut 


ism, coping with collapsing Russia—are in desperate nee 
new commitment. Even those who still respect this presi¢ 
a dwindling band, no longer have any expectations o 
He has severed the trust and thrown away the moral s 
that make presidents effective. He may well stay in o 
another two years, but consumed with his own 1 


x 


LEADERS 


continuously on the defensive. No country can afford that. 
Mr Clinton still has a chance to do the decent thing. He 
has primed Al Gore, his vice-president, to carry on his New 
Democrat agenda. Now, since MrClinton is no longer a credi- 
ble standard-bearer himself, he should give Mr Gore his 
chance. The vice-president is not free of legal questions, but 
his impeccable private life makes him the man for the mo- 
ment. Democrats would rally to him, the public would sym- 





pathise; he would be able to lead and govern and, at least for a 
time, turn the country to a fresh page. 

Of course, it will not happen. Mr Clinton, the Comeback 
Kid, has seen enough glints of light to persuade him to stay. 
This isa man who supposes that even after congressional cen- 
sure he could bounce back grinning. Perhaps he could. But the 
spectacle has become too painful, too empty and too weary- 
ing to contemplate. Don't bounce. Just go. 





Desperate Russia 


Can Yevgeny Primakov help stop the rot? 


FTER nearly seven years of helter-skelter, rough-but-ready, 
hideously painful, often mismanaged but nonetheless 
much-needed reform, it is both sobering and depressing to 
see at the apex of Russian power the ex-Soviet Union's last 
intelligence chief, its last and hopelessly ineffectual central- 
bank boss and its last, plodding head of Gosplan, the state 
planning agency that had become a byword for self-deluding 
statistics and all that made Communist economics ridicu- 
lous. Yet it is a measure of the economic chaos and political 
desperation into which Russia has fallen, after the failure of 
its previous five-month-old government and the rouble's di- 
sastrous dive downward, that the new prime minister, Yev- 
geny Primakov, has been welcomed in Russia and abroad as 
the least bad man for the job. Is he really the right choice? 

He may well have been the only choice. So weak has Presi- 
dent Boris Yeltsin become, and so low the stock of the free- 
marketeers in his previous governments, that the Commu- 
nists and their allies who dominate the Duma, Russia's lower 
house of parliament, could have called his bluff had he at- 
tempted to force on them the tried-but-failed Viktor Cherno- 
myrdin. Had the Duma rebuffed him for a third time, a gen- 
eral election might have produced an even more dinosaur- 
infested Duma with the prospect ofa further paralysing battle 
over the appointment of a new prime minister. Russia's ail- 
ing president might also have faced impeachment. Instead, 
Mr Yeltsin looks set to totter along for a while yet. 

So Mr Primakov, a 68-year-old apparatchik who has 
served every Russian leader since Khrushchev, may keep the 
chaos at bay—at least for a few months. That may give Russia's 
foul-smelling body politic a chance to restore itself a bit and 
find a consensus for some kind of emergency plan to prevent 
a still steeper slide into political and economic squalor. But 
will Mr Primakov in fact make things better? 

In the very short term, perhaps. A modicum of consensus 
now exists: the Communists, most of the Duma's nationalists, 
alot ofthe regional power-brokers, and some of the reformers 
are backing Mr Primakov for the time being. His government 
contains a mix of reaction and reform. That should, for now, 
fend offsocial unrest. Yet, with only days in the job, he and his 
friends have been uttering some frightening promises. Mr 
Primakov says his first priority will be to pay offthe wage and 

»ensions arrears to the millions of Russians who are owed 
em—adding that he will avoid merely printing the money. 
lecent-sounding idea, on the face of it. But it would take a 
cle for Mr Primakov to manage to pay off so huge a stock 





of domestic debt without causing hyperinflation. 

Other ideas being floated are plain dangerous. A new 
(meaning old) “industrial policy". Partial renationalisation. 
Foreign-exchange and price controls. Protectionism. Mr 
Primakov does also demand better tax collection, but that has 
been demanded without effect for the past five years. The new 
central-bank boss says a “controlled emission" of currency is 
in order. Controlled, eh? The rouble is continuing to jiggle 
around, currently at about half the value it had a month ago. 
It could easily drop further. Expect inflation to take off: it was 
down to about 11% for the year until the crisis exploded last 
month, but has already passed the 40% mark since then. Ex- 
pect the black market to burgeon again. Expect further de- 
faults on debt. But do not expect western banks and govern- 
ments to show any interest in another bail-out until Russia 
has begun to put its own house in order. 

Meanwhile, the promised short-term Primakov-primed 
palliatives could herald an even faster descent into chaos and 
distress. The pain inflicted on the import-dependent Russian 
people will sharpen. After a brief honeymoon and a flurry of 
those back-payments, serious social disorder may threaten 
the country once more. Intervention by soldiers or the advent 
to power by semi-constitutional means of a more authoritar- 
ian leader cannot be ruled out. Mr Primakov, crafty as he is 
and welcome though he may be to many, has come to power 
on top ofa powder keg. 


Watch and wait 


There is a chance that he may muddle through. After a first 
inflationary spasm, he could try to revert to the sort of painful 
course laid out by his predecessor—but with more political 
backing to hold to it. Somewhere along this uncertain way, 
Mr Yeltsin may feel obliged to step down, paving the way for a 
tough new elected leader—perhaps someone like ex-General 
Alexander Lebed, now governor of the Siberian province of 
Krasnoyarsk—to exercise the wide powers that the constitu- 
tion gives the president but which Mr Yeltsin has too little 
credibility to wield. 

But it is equally possible that Mr Primakov will prove a 
transitional figure, entirely unable to staunch Russia's slide 
into anarchy, even—as disaster piles on disaster—disintegra- 
tion. His new friends in government do not give cause for 
confidence. And there is little, at present, that the West can do 
save watch, wait and hope. 
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Storm warning for Stormont 


Northern Ireland's new power-sharing executive will work only 


if its ministers act like a real government 


€€ A REASONABLE deal for reasonable people,” was how 
William Whitelaw, then Britain's secretary of state for 
Northern Ireland, described his proposal in 1973 for a power- 
sharing Ulster assembly, which came to fruition the next year. 
Alas, it soon became clear that the reasonable people in 
Northern Ireland were outnumbered and outgunned by the 
unreasonable ones. Protests, strikes and bombings brought 
down the assembly within months. The latest attempt at shar- 
ing power between Ulster's Protestant unionists and its Cath- 
olic nationalists, which got under way this week (see page 70), 
has better chances. This time, the main paramilitary groups 
are on ceasefire and are signed up to the Good Friday agree- 
ment. Former republican and loyalist gunmen now sit in the 
assembly. And all the parties, even the Democratic Unionists, 
who opposed the agreement, admit to having some common 
ground over “bread and butter” economic and social issues. 
However, this new spirit of reasonableness is likely to be 
tested frequently. And it will not just be over the big, predict- 
able issues such as the decommissioning of paramilitaries’ 
weapons or the powers of the cross-border bodies in which 
the assembly's leaders will sit alongside ministers from the 
Irish Republic. Once the assembly’s executive of up to 12 min- 
isters is running Ulster's schools, hospitals, housing and other 
services, there will be plenty of occasions on which a small, 
local dispute—such as a current row in County Fermanagh 
over the appointment of two Catholics to a Protestant 
school's canteen—could cause a crisis at Stormont. If, that is, 
the assembly's politicians exploit every opportunity to take 
an easy (metaphorical) pot-shot at their sectarian rivals. 
During the 24 years of direct rule from London, Ulster's 


politicians got used to the luxury of having no prospect of 
power. They could make constant demands for more spend- 
ing without having to come up with any realistic explanation 
of how it would be paid for. Meanwhile, ministers sent from 
London, or bodies appointed by them, could be relied on to 
take the difficult decisions on, say, school funding or hospital 
closures. But now, in the assembly, they will have to take, and 
defend, such politically charged decisions themselves. 

Whether they are ready for such responsibility is unclear. 
There is much talk of established policies being under review 
but the test will come only when the executive makes its first 
real decisions. Clearly, it would be quite proper for the assem- 
bly occasionally to dissent from, and vote down, decisions by 
the executive. But among the executive members themselves, 
such dissent would be potentially disastrous. If, say, a nation- 
alist health minister's attempt to live within his budget by 
trimming Ulster's surplus of hospital beds is disparaged by a 
unionist finance minister, the result will be a shambles. 

[n the short space between their appointment, perhaps in 
the next few weeks, and their assumption ofexecutive powers, 
probably next February, Northern Ireland's ministers will 
have to agree on a broad set of common policies, devise a 
mechanism for bringing contentious decisions before the full 
executive and concoct some sort of cabinet-style collective 
responsibility for such decisions. Since their numbers will in- 
clude those who see the executive as a staging post to a united 
Ireland and those who see it as a bulwark against such aspira- 
tions, achieving such a degree of co-operation will not be easy. 
But achieve it they must, and the sooner this sinks in, the bet- 
ter the chances of avoiding another 1974-style fiasco. 





Democracy in Asia 


Its champions are down but not out 


OON after he was elected president of South Korea last 

December, Kim Dae Jung observed that many Asian gov- 
ernments were handicapped in their fight to contain the fi- 
nancial firestorm sweeping the region by their failure to ac- 
knowledge that “democracy has to go hand in hand with 
economic growth." Mr Kim knows a thing or two about de- 
mocracy. His election accomplished the first peaceful transfer 
of power from a ruling party to the opposition in South Ko- 
rea's modern history. For the previous 40 years he had op- 
posed authoritarian leaders who in response had persecuted, 
imprisoned, exiled and attempted to assassinate him. These 
are dangerous times for opposition politicians in other parts 
of East Asia. Encouragingly, however, pressure for more de- 
mocracy is growing too. 

In Myanmar in recent months, the ruling generals have 
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arrested more than 700 supporters of the National League for 
Democracy (NLD), led by Aung San Suu Kyi, to prevent them 
convening a parliament elected in 1990. The NLD had won by 
a landslide, but the junta refuses to recognise the result. In 
Cambodia, after three weeks of violence and street dem- 
onstrations, talks have begun between Hun Sen and the two 
opposition parties who accuse him of stealing the July gen- 
eral election through intimidation and fraud (Mr Hun Sen 
had earlier ousted his rivals from government at gunpoint). 
Meanwhile, as economic hardships deepen, even ong” 
fairly tolerant governments are lashing out. In Mala 
Anwar Ibrahim awaits arrest after allegations ranging 
philandering to treason were levelled against him. Ma 
lieve he was dismissed by the prime minister, M 
Mohamad, as his deputy because he tried to chall 
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Mahathir's leadership. The prime minister has since consoli- 
dated power by appointing himself finance minister and by 
introducing sweeping capital and currency controls in an at- 
tempt to isolate Malaysia from the world economy—some- 
thing Mr Anwar was set against. Mr Anwar is no traditional 
opposition figure, and may never get the chance to become 
one, but thousands of supporters have been gathering daily to 
hear him speak. There are still opposition parties in Malaysia, 
but one prominent opposition figure, Lim Guan Eng, was 
jailed last month for sedition and "spreading false news". 


So little freedom to begin with 


At first glance, East Asia's economic problems would seem to 
bode ill for greater democracy. So far, the crisis has encour- 
aged even tougher talk from those, like Dr Mahathir, who 
have long argued that strong authority was essential to 
growth and unity. But are people still likely to listen? Many 
countries in East Asia never had much democracy to begin 
with. People put up with just the veneer of it provided govern- 
ments continued to deliver increasing wealth. Now that gov- 
ernments can no longer do that, people are becoming more 
openly critical. Where their voices cannot be heard any other 
way, discontent is spilling over into civil unrest. 

Promoting economic progress at the expense of develop- 
ing more democratic institutions bottled up plenty of prob- 
lems. The newly-emerged Asian middle classes have now 
seen much of their wealth buried under mountains of bad 
debt or else destroyed as stockmarkets have crashed, curren- 
cies have lost value and property bubbles have burst. They 
want a bigger say in what happens next time around. So do 


Will Brazil be next? 





The emerging-market sickness is sizing up a new victim 


TILL it spreads. The international financial crisis that be- 

gan in Asia, and then brought Russia to economic and po- 
litical breakdown, has infected Latin America. The region's 
currencies are under intense pressure. Foreign and domestic 
investors alike are in a panic, intent on getting their capital 
out intact. Brazil, which accounts for nearly half the region's 
output, is in the thick of it, attempting to defend its currency 
with interest rates of 40%—this in a country in which infla- 
tion is running at only 4*. If it fails, the consequences for its 
neighbours will be painful, and the global economy will re- 
ceive another sickening blow. 

Can anything be done? Brazil and its would-be helpers in 
the G7 and the 1Mr face a horrible dilemma. The Brazilian 
exchange-rate peg (which lets its real devalue against the dol- 
lar by 7% a year) has worked: it played a crucial part in bring- 
ing inflation down, overcoming in the process one of the 
world's most deeply entrenched pro-inflation cultures. Aban- 
doning it might jeopardise this achievement. On the other 
hand, investors seem in no mood to compromise. The worst 
outcome of all would be to follow the example of Thailand, 


South Korea and Russia, by spending all the reserves defend- 


1g the currency, and then be forced to devalue anyway. Two 
'nths ago Brazil's reserves stood at more than $70 billion: 
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those who had just begun to claw their way out of the slums 
but are now impoverished once again: this year perhaps an- 
other 100m people in East Asia will be unable to meet their 
basic needs. Millions more have left the cities where they mi- 
grated to work and have returned to their villages, though 
these will be hard put to support them. 

The tensions generated by all these destroyed expecta- 
tions could turn explosive. Yet some countries are managing 
the problem better than others. Despite the prospect of mass 
unemployment, South Korea’s notoriously bolshie unions 
have not turned the streets into a bloodbath: they know most 
people would not support them, having already voted for 
change. Similarly in Thailand and the Philippines, relatively 
robust democractic institutions are taking up the strain. 

The greatest test will be in Indonesia, home to some 200m 
people. This week has seen the worst riots since B.J. Habibie 
took over after ex-President Suharto resigned in May (see page 
31). Mr Habibie has promised a more civil and open society. 
A timetable is now being prepared, though troublingly with 
no real debate, to give Indonesians their first representative 
government since independence: elections are due next year. 
There are hopes, too, for more regional autonomy, particu- 
larly in East Timor, which Mr Suharto annexed in 1976. 

Yet plenty of vested interests are ranged against such 
changes. Despite the recent sacking of its most feared com- 
manders, Indonesia’s armed forces still play a pivotal role in 
politics. Unrest may embolden hardliners to argue that dem- 
ocratic changes should be delayed or diluted. That would do 
nothing for Indonesia’s stability. As Mr Kim could tell them, it 
would only make things worse. 





Brazil's stockmarket 
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since then they have declined to roughly $50 billion. 

As if all this were not bad enough, there’s politics. The 
country goes to the polls on October 4th. The reformist gov- 
ernment of Fernando Henrique Cardoso does not want to 
fight the election within days of abandoning, under finan- 
cial-market duress, all that it has stood for. 

On balance, Brazil deserves help. This is not Russia, which 
was a complete mess. True, for constitutional and other rea- 
sons, the government has not yet got on top of its fiscal diffi- 
culties: the deficit is 7% of Gpr and (thanks to the interest-rate 
hike)it is likely to go higher still. But Mr Cardoso and his team 
have achieved a great deal, not just in conquering inflation 
but in keeping the economy open, dismantling and privatis- 
ing state monopolies, and welcoming foreign investment. 
And if Brazil could be spared the fate that seems to loom, it 
would do emerging markets all over the world, not least else- 
where in Latin America, a power of good. The challenge is to 
help in ways that work. 

Just as Brazil should not squander its reserves, the IMF 
and its sponsors can ill afford a multi-billion-dollar rescue 
that fails. For its part, Brazil's government does not want an 
IMF programme (meaning loans with conditions attached) 
between now and the election in any case: that would hardly 
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Columbia Business School alumni will gather for a weekend of symposia and festivities 
in some of Venice's most interesting venues. These business leaders will come from 
all over Europe, the Middle East, Asia, and North and South America to renew 
friendships and network with colleagues in business, government and academia. 
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Friday, October 16 Sponsored by Scbroders 
7-9 PM Welcome Reception in Piazza San Marco at Ala Napoleonica, Museo Correr, 
which contains fine works of Venetian art 


Saturday, October 17 sponsored by Benetton Group 
9— Noon Dean's Breakfast Symposium and Seminar at Scuola Grande San Rocco, famous 
for its grand paintings by Tintoretto 


“Business Education for the 21st Century” 
Professor Meyer Feldberg, Dean, Columbia Business School 


“The Italian Privitization Process” 
Guest Speaker: Mario Draghi, Director General, Italian Treasury 


Sponsored by Lehman Brothers 


12:30 PM Buffet Luncheon 


Sponsored by IFIL (Agnelli Group) 
8PM Gala Dinner overlooking the Grand Canal at Palazzo Pisani Moretta, one of the 
best-preserved examples of 18th-century Venetian palaces. 
Guest Speaker: Umberto Agnelli, Chairman, IFIL (Agnelli Group) 
Sunday, October 18 Se er Niq 
Optional day tours of the Palladian villas in the countryside or other highlights of 
Venice, including Palazzo Ducale, Scuola dei Carmini and Ca’ Rezzonico 


Leadership Committee: Luciano Benetton; Daniele D. Bodini, MBA 72, American Continental Properties; 
Gabriele Galateri di Genola, MBA 72, IFIL (Agnelli Group); Carlo Salvatori, Banco Ambrosiano Veneto; 


Paolo Scaroni, MBA 773, Pilkington plc: Massimo Tosato, MBA ‘80, Schroder Italia. 
Sponsors: Andersen Consulting; Bain, Cuneo e Associati; Banca Arner; Bulgari; Salvatore Ferragamo; 


Lehman Brothers: Greenwich NatWest 


For further information: 
Madge Nimocks, Director of Alumni Relations 
212-854-8203, fax: 212-678-0825, e-mail: mnimocks@claven.gsb.columbia.edu 
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serve its electoral cause. The government's strategy may be to 
hang on grimly until after the vote, when it expects to stay in 
power, and then act. The strategy of the 1mF and the United 
States appears to be to make supportive noises, but to offer no 
hard cash until this government, or some successor, is in a 
position to make policy commitments in return. This nerve- 
racking wait-and-see approach was given a small breathing 
space this week. Brazil's beleaguered stockmarket surged on 
rumours that a rescue was in the offing. Fingers in Washing- 
ton and in all the region's capitals are tightly crossed. 

For the moment this may be the best that can be done. 
Meanwhile the 1mF and G7 governments should urgently 
marshall the resources that will allow them to announce a 
large-scale facility for support in the region as a whole—$60 
billion or more may be required (and the IMF will be able to 
find only a part of that on its own account). If Brazil were then 
to draw on this facility, it would have to offer in return a genu- 
inely credible plan of fiscal reform. The government's present 
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plan, to halve public borrowing to 32% of Gpp within three 
years, is too timid: in Brazil, the time for fiscal gradualism has 
passed. If re-elected, Mr Cardoso must seize the opportunity 
of Brazil’s current travails to persuade Congress to sweep 
away the constitutional entitlements (including automatic 
transfers to states and municipalities) that have made govern- 
ment spending so tenacious. 

But suppose that this facility, once tapped by Brazil, failed 
to steady the markets, and the run on the real continued. 
Then the right course, however painful, would be to let the 
currency go—before Brazil’s reserves and the facility itselfsim- 
ply disappeared. Such is the political capital invested in the 
exchange-rate peg that Mr Cardoso might opt instead for de- 
fault, or strong capital controls, or some mixture of the two. 
Except in the short term, these would do more harm than 
good, and set an unwelcome precedent in the region. Avoid- 
ing that, ifit can be done, is worth the toil and treasure of rich- 
country governments and their taxpayers. 





Iran's foot in the Afghan wars 


America and Iran working together could lessen the danger of regional conflict 


i pis challenges face the world as the Taliban sweep their 
way towards the conquest of Afghanistan. First, to prevent 
a massacre: in a conflict that has seen much brutality on both 
sides, Afghanistan's Shia Muslim minority is now in peril 
from the aggressively Sunni Taliban (see page 32). Second, to 
prevent any Iranian action that might transform a civil war 
into a regional one, even bringing in Pakistan and envelop- 
ing the area in a horrific Sunni-Shia religious battle. 

Ideally, Iran, as Afghanistan's powerful Shia neighbour, 
and the United States, as a one-time indirect patron of the 
Taliban, should be working together to prevail on the con- 
querors, and their backers in Pakistan, to show restraint, es- 
chewing gratuitous killing. Instead, Iran accuses America of 
sponsoring the recent "genocide", while making itself ready 
for a unilateral military strike against the Taliban. America, 
for its part, has not yet fought free of an antipathy to Iran that 
makes any foe of the Islamic Republic America's friend. 

Iran, which lost 300,000 men in its war with Iraq, is alive 
to the danger of being sucked into a regional war. “I have so 
far prevented the lighting ofa fire .. . which would be hard to 
extinguish," said its supreme leader and commander in chief, 
Ayatollah Ali Khameini, this week. But he has also told his 
army to be ready to carry out "speedy, timely and forceful 
implementation" of impending decisions. Iran's leaders are 
under great pressure to do something. The bodies of some of 
the Iranian diplomats killed when the Taliban seized Mazar- 
i-Sharif last month have been returned, but the Afghans have 
rejected Iran's demand that the murderers be handed over. 
Beyond this, it is difficult for Iran, as the leading Shia regime, 
to close its eyes to the reported slaughter of Shia civilians. 

From Iran's egocentric viewpoint, the Taliban—armed by 
Pakistan, financed by Saudi Arabia—were created by America 
with the sole aim ofdoing down the Iranian regime. Iran feels 
threatened by the Taliban's seizure of territory. And America's 
aim, or so Iran argues, is to open an oil-and-gas route from 
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Central Asia to the sea through Pakistan and a pacified Af- 
ghanistan, bypassing Iran. There are grains of truth in Iran's 
fears, but they are swollen to the point that Iranians can 
charge America with being behind the Taliban's current ex- 
cesses, blithely ignoring the curious business of America's 
missile strikes last month against alleged terrorist camps in 
eastern Afghanistan. 


A historical conflict 


Sense should prevail. The danger of Iran's involvement in A£- 
ghanistan's war is exacerbated by the out-dated hostility be- 
tween Iran and America, a hostility that drifts unthinkingly 
on, mainly because each side is waiting for the other to end it. 
By now, the conflict between the two is largely historical, but 
the leftovers poison, and confuse, the atmosphere. 

Iran, bitterly fought over by liberal-minded reformers and 
fundamentalist dinosaurs, is still a long way from being ac- 
cepted, in a relaxed way, by the western world. Its actions 
need to be monitored, not least for its acquisition of danger- 
ous weaponry. Its official virulence towards “the Great Satan" 
remains on autopilot, and its record on human rights is still 
poor, though improving. But even at its worst, Iran's brand of 
Muslim fundamentalism was not as savagely restrictive as 
the Taliban's: the two are not, and never were, one of a kind. 

Better manners between Iran and America would not be 
enough to bring peace to unhappy Afghanistan. But if Iran 
felt less threatened by America, the danger of an expanded 
war would be lessened. Indeed, Iran's leaders, reluctant 
belligerents, have shown that they want to be dissuaded from 
direct action by others putting pressure on the Taliban, possi- 
bly via Pakistan. The UN Security Council's vote, condemning 
the murder of the diplomats, was a start. The next stage needs 
America to make clear that it understands Iran's concerns, 
and is prepared to use its influence accordingly. 
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What Clinton hath wrought 


WASHINGTON, DC 


At first sight, the Lewinsky scandal has weakened America's leaders. In the 


longer run, the opposite may be true 


MERICA is a model of political con- 
tinuity: its constitution has been in 
force for longer than any other written con- 
stitution in the world. Nonetheless, the his- 
tory of American government is marked by 
turning-points, times when the constitu- 
tion's workings have shifted in big ways. 
The Civil War of 1861-65 strengthened the 
federal government at the expense of the 
states; the New Deal strengthened the presi- 
dency at the expense of the judiciary and 
Congress; Watergate weakened the presi- 
dency again. For all its tawdry pathos, the 
crisis now engulfing Bill Clinton may mark 
some kind of watershed. It may turn out to 
be, as Senator Daniel Patrick Moynihan has 
proclaimed it, “a crisis in the regime”. 

If so, how will the regime change? At 
first sight, the answer is that the power of 
the presidency will be diminished, and 
therefore that the prestige of rival branches 
of government will rise. After Watergate, 
the previous big presidential scandal, Con- 
gress passed a number of measures to limit 
presidential ambitions. Something similar 
happened after the impeachment of An- 
drew Johnson in 1868. Congress entered a 
period of successful self-assertion, even 
claiming the right to veto the president's 
dismissal of members of his own cabinet 
(which had been the ground for Johnson's 
impeachment); and the next eight occu- 
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pants of the White House, spanning the pe- 
riod until the inauguration in 1901 of the 
feisty Teddy Roosevelt, made little impres- 
sion on the land. 

In some ways, a repeat of this pattern 
seems likely, though for reasons subtly dif- 
ferent from those that mattered in the past. 
In the late 19th century, the party barons 
who dominated Congress also dominated 
the smoke-filled rooms in which presiden- 
tial nominees were selected, and so the run 
of weak characters in the White House was 
no coincidence. In these days of primary 
elections, however, there is no mechanism 
to ensure their weakness. 

For the moment, the favourites to suc- 
ceed Mr Clinton are more competent than 
inspiring: on the Democratic side, the 
front-runner remains the vice-president, Al 
Gore, though he has been weakened by a 
campaign-finance scandal; on the Republi- 
can side, the line-up is led by Governor 
George Bush of Texas, son and namesake of 
the former president. But these are early 
days, and some powerful new figure may 
yet emerge to join the fray. 

After Watergate, the presidency was 
weakened because Congress asserted itself. 
A repeat of this seems more likely than a 
run of weak characters in the White House. 
Impeachment, or even just talk of it, has a 
way of making Congress remember its con- 


stitutional weight. Over the past fortnight 
or so, Senator Joe Lieberman, the Democrat 
who greatly added to the tide of opinion 
now running against Mr Clinton, has re- 
minded the country of the moral force of a 
speech delivered from the Senate floor. The 
House, now charged with assessing 
Kenneth Starrs report on Mr Clinton's 
wrongdoings, may find that this exercise 
brings back a lost sense of its importance. 
Over the past week, a humbled president 
has been grovelling to Congress for forgive- 
ness; and congressmen have savoured the 
gravity of their responsibility, entrusted to 
them by the country’s founders, for decid- 
ing the president's fate. 

Moreover, Mr Clinton’s disgrace may 
lead to Republican gains in November's 
mid-term elections. The party stands to 
pick up half a dozen seats in the House, 
adding a margin of comfort to its present 
21-vote majority. It will probably also do 
well in the Senate, where it currently holds 
55 seats out of 100; it may even gain the five 
seats it needs to secure a filibuster-proof 
majority. Fortified by these gains, Republi- 
can leaders may be able to spend less time 
worrying about party feuds that threaten 
their grip on Congress, and more time on 
policy. This, along with the talk of impeach- 
ment, may restore to Congress some of the 
initiative usually held by the White House. 


The journalists go to work 


As well as the threat of an assertive Con- 
gress, the presidency faces the challenge of 
an increasingly intrusive press. This is, to a 
large extent, the creation of Watergate. Un- 
til that scandal, press assaults on presidents 
were muted. Top journalists were often 
friends of the president and his entourage, 
and did not want to jeopardise this access: 
they knew of John Kennedy’s affairs and 
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Lyndon Johnson’s tantrums, but they kept 
the public in the dark. During Watergate, 
when the Washington Post published a se- 
ries of scoops discrediting Nixon, the news- 
paper was widely criticised. But the scoops 
proved accurate, and Hollywood made he- 
roes out of the Post’s reporters, Carl Bern- 
stein and Bob Woodward. 

As a result, the status of journalists, and 
their appetite for felling presidents, swelled 
mightily. They were not only prepared to 
publish embarrassing facts about public 
figures; they were prepared to seek out such 
facts, including personal ones. In 1987 an- 
other Washington Post journalist de- 
manded to know, in the middle of a press 
conference, whether Gary Hart had com- 
mitted adultery; Mr Hart’s presidential 
candidacy was soon at an end. 

With the Lewinsky scandal, “gotcha 
journalism” has gone electronic. A profu- 
sion of cable television stations have served 
up relays of pundits who attack the presi- 
dent with all the force of Messrs Bernstein 
and Woodward, but often with less re- 
search. The pressure to be first on air with 
the news, or first on the Internet with it, 
drives the attack onwards. Matt Drudge, 
who runs an Internet tip sheet, has, unlike 
the heroes of Watergate, no *deep throat" 
source inside the White House. He merely 
retails political gossip. But, because 
many of the salacious rumours about 
Mr Clinton have now been substanti- 
ated, the Drudge style of journalism 
has acquired some respectability, 
much as Watergate made deep-throat 
journalism acceptable. As a result of 
the Lewinsky scandal, the journalists' 
assault on future presidents may con- 
ceivably be fiercer than any America 
has yet seen. 

In contrast to Watergate and to 
Johnson's impeachment, however, 
the biggest threat to the power of the 
presidency now comes from the judi- 
cial branch. During the Watergate 
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business, Nixon was able to fire his pros- 
ecutor, Archibald Cox, at the cost of making 
himself even more unpopular. This time, 
Mr Clinton's accuser is protected by the in- 
dependent-counsel statute, passed in 1978 
by Congress as part of its post-Watergate ef- 
forts to constrain the presidency. 


Shooting Starrs 


Since that law was passed, a score of inde- 
pendent prosecutors have been appointed 
to investigate presidents and cabinet offi- 
cials: seven under Ronald Reagan, four dur- 
ing George Bush's single term in office, 
seven so far under Mr Clinton, with the im- 
minent possibility of two more. Moreover, 
the appointment of all these prosecutors 
has created a kind of ratchet effect. Each 
time one of them asserts his authority by 
new legal expedients, he creates a 
precedent that may be followed by who- 
ever is appointed next. 

As he has delved into the Lewinsky 
scandal, Mr Starr has done more than any 
other independent prosecutor to tighten 
this ratchet. He has insisted on the right to 
interrogate presidential advisers under 
oath, considerably narrowing the presi- 
dent's zone of privacy. In May, Mr Starr 
won à court case securing the right to ques- 
tion Sidney Blumenthal, a White House 





They got me, said Nixon 


strategist, defeating White House argu- 
ments that Mr Blumenthal should be pro- 
tected from Mr Starrs subpoenas because 
of “executive privilege” (meaning, in this 
case, the president's right to have confiden- 
tial conversations with close aides). 

Next, Mr Starr won a case in which he 
claimed the right to question the presi- 
dent's legal advisers. The White House re- 
torted that these should be immune from 
Mr Starr's subpoena because of "attorney- 
client privilege", which protects ordinary 
lawyers from being made to testify against 
their clients; but the courts decided this 
privilege did not apply to White House 
lawyers, who are on the public payroll. And 
then Mr Starr sought and won the right to 
interrogate the secret servicemen who 
guard the president from assassins. 

The effects of this may well outlast Mr 
Clinton. Even the most upstanding of chief 
executives is sometimes tempted by poli- 
cies whose legality is murky; he wants to ask 
advisers whether a given course of action 
would survive a court challenge. In future, 
he may hesitate, knowing that such con- 
sultations may be used against him by 
prosecutors. David Strauss, a law professor 
at the University of Chicago, goes so far as 
to suggest that White House aides may be 
reduced to writing anonymous memos 
with no subject or date on the top; and that 
“anybody who takes notes during a meet- 
ing ought to have his head examined.” The 
atmosphere of legal jeopardy (while often 
salutary) may also reduce the efficiency of 
the White House, leaving it less well 
equipped to outmanoeuvre political rivals 
in Congress and elsewhere. 


The Paula Jones effect 


On top of these precedents, the Lewinsky 
scandal has weakened the presidency by 
demonstrating its vulnerability to private 
lawsuits. The scandal came to light because 
of a sexual-harassment suit filed against Mr 
Clinton by Paula Jones. The judge in this 
case eventually dismissed the suit. But the 
political consequences of the Jones suit, 
from the point of view of Mr Clinton's ene- 
mies, turned out to be boundless. It gave 
Mrs Jones's legal team power to compel tes- 
timony from other women about 
their relations with the president: and 
one of these women was Monica 
Lewinsky. The resulting damage to Mr 
Clinton has been so spectacular that 
future enemies of future presidents 
will doubtless do their utmost to file 
suits against them too. 

This is all the more likely because, 
last year, the Supreme Court affirmed 
the legitimacy of such suits. Fearing 
the political distractions arising from 
the Jones suit, the White House ar- 
gued that it should be delayed until 
the president left office. But the Su- 
preme Court ruled that the Jones case 
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DURABLE STABILISATION OF CONSUMER PRICES 


Never before has Germany achieved 
such a durable stabilisation of 
prices. And the inflation outlook for 
1999 remains favourable. The rise in 
real incomes will therefore have 
a stimulating effect on private 
consumption. 


Prices in Germany show how quickly 
forecasts can be overtaken by reality. 
As recently as in the autumn of 1997, 
the economic research institutes and 
the panel of independent economic 
advisers (‘the Five Wise Men’) 
predicted in their reports that prices 
in 1998 would rise by two per cent (a 
rise in the value-added tax 
was not factored into this 
projection). In their spring 
report, however, which was 
released in mid-May, the 
economic research institutes 
sharply trimmed their infla- 
tion forecast for 1998, to 
1.3 per cent. This downward 
revision came as no surprise, 
as consumer prices slowed 
their pace to 1.2 per cent in 
the first half of the year. 

If inflation should stay at this 
level in the second half of the year, 
1998 would produce the lowest 
annual average since 1987, when 
consumer prices (price statistics 
covered only West Germany then) 
remained practically unchanged 
(+0.2 per cent). Germany's remarka- 
ble stability gain is also reflected in 
the fact that the inflation rate will 
show a "one" before the decimal point 
in 1998 for the fourth year in a row, 
thus marking the longest phase of 
price stability in the Federal Repub- 
lic's history.Previously,the maximum 
length of a stability period (with an 
inflation rate of less than two per 
cent) was three years, but as many 
as three such periods have been re- 
corded: 1953 to 1995, 1967 to 1969, 
and 1986 to 1988. 

The slow pace of inflation is not only 


due to weak demand. Thanks to fall- 
ing unit labour costs and cheaper 
sourcing, the upward pressure on 
producer prices is also diminishing. 
The fall in unit labour costs is attrib- 
utable to the fact that productivity 
gains continue to outpace wage 
increases. While wages and salaries 
in Germany (on an hourly basis) 
increased by 1.3 per cent in 1997, pro- 
ductivity (in terms of real GDP per 
employee-hour) improved by 3.7 per 
cent. Not least because of the settle- 
ments reached in this year's round of 
pay negotiations, which in many 
industries were below two per cent, 
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this trend can be expected to con- 
tinue in the current year, though it 
will lose momentum. 


A high degree of stability exists 


throughout the price-formation pro- 
cess, mainly at the level of producer 
and import prices. Producer prices, 
which feed through into consumer 
prices, rose by a marginal 0.5 per cent 
year-on-year inthe firsthalfofthe year. 
Import prices, which have been re- 
ceding noticeably since last autumn, 
are making an even greater contri- 
bution to price stability. It seems 
that 1997's 3.2 per cent rise will be 
followed by a decline this year. 

There is no indication at present that 
the second half of 1998 will bring a 
reversal in import prices, particularly 
since exchange rates are hardly 
expected to have a negative effect. 


The D-mark's rate against the curren- 
cies of 18 industrial countries, which 
had dropped by five per cent in 1997, 
eased by only 2.3 per cent in the first 
five months of the current year. The 
fall in May was a mere 0.2 per cent. It 
would seem safe to assume that this 
marginal depreciation has been more 
than offset by the dramatic plunge ta- 
ken by some currencies in South-East 
Asia, which also lost ground to the 
D-mark (up to 50 per cent year-on-year), 


Euro will have positive effect 

The favourable conditions currently 
prevailing give rise to the expectation 
that the present stability phase 
will continue beyond the 
end of the current year. Even 
the introduction of the euro 
does not pose a threat to price 
stability. On the contrary, the 
euro, by increasing price 
transparency and competi- 
tion, will help to keep the lid on 
inflation. Barring adverse 
developments in the currency 
and commodity (mainly oil) 
markets, the rise in consu- 
mer-price inflation in 1999 
should not exceed 1.5 per cent. 

This would stimulate private con- 
sumption. For stability gains mean 
higher real incomes and thus an in- 
crease in purchasing power. The fol- 
lowing figures will help to illustrate 
this. A fall of one-tenth of a percent- 
age point in the rate of inflation adds 
some DM24 billion to disposable 
household income. If consumer prices 
rise by only 1.2 per cent this year 
instead of the two per cent originally 
predicted, consumers' purchasing 
power will expand by some DM 19 
billion. This would give a welcome 
spur to private consumption. 
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should proceed immediately, setting a 
precedent that clears the way for more such 
suits in future. And the effectiveness of civil 
suits is greatly enhanced by the existence of 
the independent counsel. Once à civil suit 
uncovers the first signs of presidential 
wrongdoing, the heavy work of following 
through with the investigation can be 
passed on to the special prosecutor, armed 
with awesome powers to compel testimony 
from the top man's friends. 

It would not be surprising, or even nec- 
essarily worrying, if the presidency did in- 
deed emerge weakened from the Lewinsky 
scandal. The power of the office has waxed 
and waned since its founding. Wars and 
economic crises have expanded the appe- 
tite for firm leadership. The Civil War cre- 
ated the circumstances for Lincoln's strong 
presidency; the dislocation wrought by 
mass immigration and rapid industrialisa- 
tion ushered in Theodore Roosevelt and 
Woodrow Wilson; the Depression brought 
Franklin Roosevelt; the turmoil of Vietnam 
and civil rights brought Lyndon Johnson. 
But the appetite for a strong presidency has 
never become permanent. After Lincoln, 
Congress reasserted itself by impeaching 
Andrew Johnson. After Roosevelt and Wil- 
son came Harding and Coolidge and Hoo- 
ver, forgettable figures every one. 

These cycles have done as much as scan- 
dals to affect the power of the presidency. 
In the 1970s, it was not just the Watergate 
burglary that ushered in a period of new 
constraints on the White House. It was a 
feeling that the presidency had grown too 
imperial anyway, and that it was time to 
rein it in. The independent-counsel law 
was a direct response to Nixon’s dismissal 
of his Watergate prosecutor. But the passage 
of the War Powers Act, asserting that Con- 
gress must approve a president's military 
adventures, was a response to Vietnam. 

Equally, if the presidency is now weak- 
ened for a time, it will be for reasons that 
reach beyond Mr Clinton's sex life. In times 
of peace and relative prosperity, Americans 
often profess indifference towards presi- 
dential leadership. Journalists assail public 
figures because they believe the public 
wants to know their dark secrets; courts 
support Mr Starr's penetration of presiden- 
tial privacy because, indirectly, they too re- 
flect the national mood. 

In a time of crisis, both media and judi- 
ciary might behave differently. During the 
second world war, for example, the courts 
upheld Roosevelts internment of Japa- 
nese-Americans, even though this was later 
regarded as an egregious violation of civil 
liberties. It can even be argued that, in time 
ofcrisis, the Supreme Court, sensitive to the 
danger of weakening the executive, might 
have sided with the White House in the 
Paula Jones case, requiring that her suit be 
shelved until the end of Mr Clinton's term. 

And yet, despite the court's decision, 
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AN PRESIDENCY 


and despite the media assault on the presi- 
dency, it is not clear that America really is 
in a period of indifference to executive 
power. The Lewinsky scandal may come to 
be seen, a few years from now, as a special 
case. The extension of post-Watergate 
checks on the presidency—new powers for 
the independent counsel, and journalism's 
new electronic reach—may produce a back- 
lash, and a demand to limit the activities of 
prosecutors and journalists. 


Tides do turn 


Many Americans, if you look at the opinion 
polls, feel queasy about the inquisitorial 
culture that unearthed the Lewinsky scan- 
dal. They do not want their president to be 
above the law. But they are conscious that 
few ordinary citizens would be subjected to 
$40m-worth of hostile scrutiny from an in- 
dependent counsel. They feel dismay at the 





president's conduct, and at his efforts to 
conceal it. But, until now at least, they do 
not agree with Mr Starr that these consti- 
tute grounds for impeachment. 

Over the next week or so, the mood may 
swing against the president, vindicating 
the labours of his inquisitors. But, if it does 
not, the drive to curb future inquisitions 
may take several forms. The Supreme 
Court's Paula Jones verdict could, in theory, 
be overturned by act of Congress: the 
court’s contention that the suit could go 
ahead without distracting the president 
from the tasks of government has proved 
manifestly false. Equally, the lower-court 
rulings requiring White House lawyers and 
secret servicemen to testify before Mr Starr 
might be overturned, either in Congress or 
on appeal to the Supreme Court. But the 
likeliest kind of anti-inquisitorial backlash 
concerns the independent counsel himself. 

The law authorising the appointment 
of independent counsels expires next year, 
and the betting is that it will not be re- 


newed in its current form. Republicans 
have long disliked the law, regarding it as 
an excessive check on the presidency; 
thanks to Mr Starr, Democrats too have 
come to dislike it. Both sides complain that 
independent counsels are appointed too 
frequently and that, once appointed, they 
can expand their investigations too easily— 
as Mr Starr did, ranging from obscure Ar- 
kansas land deals to Oval Office sex. 

This has been so widely criticised that 
future presidential prosecutors are likely to 
find their responsibilities more narrowly 
delineated. They may be told to investigate 
a particular allegation, rather than to em- 
bark on a general search for information 
embarrassing to their target; their time and 
budget may be limited. By defanging the 
main judicial challenge to the presidency, 
this would make America's executive stron- 
ger than it was before the Lewinsky scandal. 

It may even be possible, to some de- 
gree, to defang "gotcha" journalism. For 
all its competitive aggression, the press is 
capable of restraint if it thinks the public 
(or even the White House) demands it: 
there has been almost no coverage, for ex- 
ample, of how the unfortunate Chelsea 
Clinton is handling her father's behaviour. 
And almost any journalist is sensitive to the 
possibility that too much cynicism may 
cause him to lose touch with his audience. 

Even if invasive journalism proves en- 
during—and, given the competitive pres- 
sure exerted by cable television and the In- 
ternet, it may well do—its impact on 
presidential power may wane. Americans 
may continue to watch talk shows that air 
embarrassing personal facts about their 
presidents; but they may be decreasingly 
moved by them. From the start of the 
Lewinsky scandal, journalists have assailed 
the president, but their audiences have 
been reluctant to pass judgment on him. It 
may turn out that the post-Watergate drive 
to expose the truth about public figures has, 
after the first brave hope that this would 
produce better leaders, simply deepened 
the voters’ tolerance of imperfection. 

In sum, the Lewinsky scandal may in- 
deed mark a watershed in American poli- 
tics, but not the one that seems most obvi- 
ous now. Rather than weakening the 
presidency, it may represent a softening of 
the standards by which presidents are 
judged. Rather than extending Watergate’s 
inquisitorial culture, it may represent the 
end of the idealism on which that culture 
was based. After Nixon’s fall, Americans 
hoped that a vigilant press and a deter- 
mined prosecutor could prevent presiden- 
tial wrongdoing, and thereby ensure that 
the country would be blessed with virtuous 
leaders. But perhaps no amount of vigi- 
lance and prosecutorial energy is able to 
cleanse politics, and even Americans may 
give up hoping that it can. 
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Tough talk 


As the House Judiciary Com- 
mittee pondered whether to 
recommend the impeach- 
ment of President Clinton af- 
ter the disclosures in the 
Starr report, the president's 
lawyers accused Kenneth 
Starr of a “hit-and-run smear 
campaign” . Democratic lead- 
ers asked the president to 
stop his legal hair-splitting 
and talk with candour. The 
Committee considered releas- 
ing his videotaped testimony 
on the Lewinsky affair. 


Rating the president 
por of 
Do approve of Clinton as 
EJ Does he share the moral values 
Americans try to live by? 
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Two dozen of the country's 
newspapers called for Mr 
Clinton's resignation. But a 
New York Times/cBs poll 
showed 62% of the public still 
approved of his work as pres- 
ident, although 66% believed 
he did not share the moral 
values they lived by. Over 
60% of respondents also said 
that, for the sake of the coun- 
try, he should stay in office. 
Mr Clinton repeated that he 
did not intend to resign. 


Mexico counted the cost— 
over 400 dead and hundreds 
missing—of eight days of tor- 
rential rain in Chiapas. 
Meanwhile, with the peso 
shaking and interest rates sky- 
high, its ruling and opposi- 
tion parties agreed to look for 
a solution to their row over 
the Fobaproa bank bail-out. 


Colombia's government said 
it would call a referendum 
next year on a pardon for 
crimes, however foul, com- 
mitted during the country's 
long guerrilla war. 
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Talks between Ecuador and 
Peru about their border dis- 
pute made progress: a deal— 
in principle—allowing Ecua- 
dor access to the Amazon 
river system. 


Old guard 


Russia's Duma ratified the ap- 
pointment of Yevgeny Prim- 
akov, previously the coun- 
try's foreign minister and 
once head of the ex-Soviet 
Union's secret service, as 
prime minister. The last head 
of the ussr central bank, Vik- 
tor Gerashchenko, got back 
his later job of running the 
Russian one, while the chief 
of Soviet planning, Yuri Mas- 
lyukov, was put in charge of 
the economy. Some reformers 
remained in government. 


The Christian Social Union, 
Bavaria's right-wing sister 
party to Germany's ruling 
Christian Democrats, scored 
as handsome a victory in its 
state election as it had four 
years ago, raising the hopes of 
the federal chancellor, 


| Helmut Kohl, that he might 


yet win the general election 
on September 27th. 


The Basque guerrilla group 
ETA called a "total and indef- 
inite" truce, after 30 years of 
separatist violence in Spain. 





Fatos Nano, Albania's prime 
minister, accused Sali 
Berisha, a former president, 
of trying to foment a coup. 
Armed supporters of Mr 
Berisha held a series of street 
protests in the capital. 











Ultra-nationalist Serb and 
Croat politicians did well in 
elections in Bosnia. One of 
them, Nikola Poplasen, 
seemed poised to replace the 
more pragmatic Biljana Plav- 
sic as president of Bosnia's 
Serb Republic. 


Waiting games 





The sacked Malaysian fi- 
nance minister, Anwar Ibra- 
him, said he feared arrest af- 
ter the end of the Common- 
wealth Games, now being 
held in the country. Malay- 
sia also restricted flights by 
Singapore's Air Force into its 
airspace: relations between 
the two countries worsened 
after publication of Lee Kuan 
Yew’s memoirs, in which the 
Singaporean leader accuses 
Malaysia of “bullying and 
intimidation”. 


Peace returned to the streets 
of Phnom Penh after Cam- 
bodia’s opposition leaders 

called for restraint. 


After a ten-day visit to China, 
Mary Robinson, the UN’s hu- 
man rights commissioner, 
gave warning of major social 
problems in the country. Chi- 
nese human rights campaign- 
ers complained of continued 
repression. 


In Indonesia, rioters and 
looters angered by rising 
food prices again targeted the 
country’s ethnic Chinese mi- 
nority, burning houses and 
shops. Thousands of students 
took to the streets, demand- 
ing price cuts and President 
B.J. Habibie's resignation. 











POLITICS THIS WEEK 


Border tension 


Iran prepared for its threat- 
ened military strike against 
the Taliban in Afghanistan. 
The Taliban continued its ad- 
vance. The UN Security Coun- 
cil condemned the murder of 
Iranian civilians by Taliban 
forces: the bodies of six diplo- 
mats and a journalist were re- 
turned to Iran. 


Under pressure from donor 
countries, Zimbabwe's gov- 
ernment said it intends to re- 
distribute only 118 large 
farms to landless farmers—all 
of them already on offer to 
the state. Originally 1,470 
mainly white-owned farms 
were scheduled for seizure. 





Algeria’s Liamine Zeroual, 
under pressure from army 
factions, announced that an 
early presidential election 
would be held by next Febru- 
ary and that he would not be 
a candidate. The UN mission 
that went to Algeria this sum- 
mer called for a change of 
mentality in the judiciary 
and security forces. 


After two high-level meetings, 
African leaders failed to agree 
on how to end Congo's war. 
President Laurent Kabila 
vowed to defeat the rebels; 
Rwanda, which supports the 
rebels, accused him of arming 
Hutu extremists with a view 
to genocide. The rebels re- 
pulsed an attack on Goma, 
their headquarters in eastern 
Congo. 


The Arab League, meeting in 


| Cairo, condemned Turkey's 


military ties with Israel. 
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Interest cut 


Financial markets were 
buoyed by an official state- 
ment from G7 countries that 
expressed concern about ex- 
ceptional pressures in finan- 
cial markets and deteriorat- 
ing prospects for growth and 
hinted at possible co- 
ordinated cuts in interest 
rates. Hopes were dampened 
when both Hans Tietmeyer, 
president of Germany's 
Bundesbank, and Alan 
Greenspan, the chairman of 
the Federal Reserve, denied 
such an intent. 


There was a sharp rally in 
previously ravaged Latin 
American 

They were cheered by ru- 
mours that the mF and other 
lenders may offer standby 
credits to some Latin Ameri- 
can countries, especially Bra- 
zil, the largest economy in the 
region, and the latest to suffer 
a collapse in investor confi- 
dence. Shares on the Sao 
Paulo stock exchange rose by 
19.5% in the week to Septem- 
ber 16th. 


Most Asian stockmarkets fol- 
lowed, though less exuber- 
antly. The Indonesian stock- 
market was an exception. 
Shares fell sharply on ru- 
mours, denied by the govern- 
ment, that the country might 
follow Malaysia and impose 
exchange controls. 





Japan's rumbling banking 
crisis appeared to come to 
another head. While the gov- 
ernment searches for a way to 
deal with the woes of Japan's 
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worst banks, shares in Long- 
Term Credit Bank, one of Ja- 
pan's largest and most trou- 
bled, fell to Y19 (15 cents) at 
one point. Standard & Poor's, 
an American credit-rating 
agency, said that Japanese 
banks' bad and doubtful 
loans may add up to 3096 of 
the country’s GDP. 


Russia got a new central- 
bank chief, Viktor Gerash- 
chenko. Once described in a 
previous stint in the job as 
“the world’s worst central 
banker”, Mr Gerashchenko 
apparently plans to impose 
exchange controls and print 
money as a solution to Rus- 
sia's crisis. 


Developing sores 


Asia's economic crisis has 
claimed another victim. Phil- 
ippine Airlines, the country's 
largest company, announced 
that enormous losses had 
forced it to shut down. 


Another big bank announced 
that it had been hurt by its ex- 
posure to emerging markets. 
BankAmerica, America's 
fourth-largest, which is due to 
merge with NationsBank, an- 
other big American bank, 
said that its pre-tax trading 
losses for the third quarter 
amounted to $330m thanks 
to its dealings in emerging 
markets. 


Three of Norway's biggest 
banks, Christiania Bank, 
Fokus Bank, and the state- 
owned Postbanken, agreed to 
merge to respond to growing 
competition among banks in 
Europe. The merged bank, 
with Nkr300 billion ($39.9 
billion) in assets, will be Nor- 
way's largest. 


ING Group, a Dutch bank- 
ing and financial-services 
firm, is strengthening its posi- 
tion inside Europe's single- 
currency market by taking a 
34.5% stake in Germany's 
BHF bank. 


A two-week strike over pay by 
pilots at America's North- 
west Airlines ended when 
they accepted a new four-year 
contract. Thanks to the strike 
the airline expects to report 
losses this year. 


Old Mutual, a big South Af- 
rican life-insurance company 
that is to demutualise next 
year, is considering whether 
to move its primary stock- 
market listing from Johannes- 
burg to London. The govern- 
ment, worried by similar 
moves by other South African 
companies, is likely to object. 


Computing value 


Market capitalisation, Sept 16th 1998 
USrank Company 
Microsoft — 267 
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Despite its current spat with 
America's Justice Department, 
Microsoft overtook General 
Electric as America's (and the 
world's) most valuable com- 
pany, with a market capital- 
isation of nearly $270 billion. 


Back in the family 


Alex Trotman is to step down 
as chairman and chief execu- 
tive of Ford, America's sec- 
ond-largest car maker, a year 
earlier than expected. His job 
will be divided between Wil- 
liam Clay Ford, the founder's 
great-grandson, who will be 
chairman, and Jacques Nas- 
ser, head of Ford's car divi- 
sion, who will be president 
and chief executive. 


GM, America's biggest car 
maker, is raising its stake in 
Japan's Suzuki from 3.3% to 
10%. GM will be Suzuki's big- 
gest shareholder. 


BUSINESS THIS WEEK 


The European Commission 
fined the Transatlantic Con- 
ference Agreement, a group of 
international shipping com- 
panies, 273m ecus ($318m) for 
running a price-fixing cartel 
on Atlantic container routes. 
The fine is the biggest the 
commission has ever im- 
posed. The firms said they 
would appeal against it in the 
European court. 


Europe's defence consolida- 
tion is picking up speed. A 
British defence firm, Vickers, 
is to close its tank factory in 
Leeds, shedding 1,135 jobs. 
And Britain's two other ar- 
moured-vehicle makers, Alvis 
and GKN, are to combine 
their tank businesses. 


The world's biggest chain of 
toyshops, Toys R Us, is to 
close 90 shops and take a 
$495m charge in an effort to 
improve profitability. More 
than half of the shops it will 
be shutting are foreign. The 
firm has been suffering from 
cut-price competition. 





[n an attempt to boost profits, 
Reader's Digest, which has 
seen both circulation and in- 
come fall of late, has an- 
nounced that it will cut 
$300m of costs and sell assets, 
including $100m-worth of 
paintings—although not, 
probably, its headquarters in 
Pleasantville. 


Thomson-CSF, a French 
electronics and defence 
group, said that it might lose 
money this year because of 
restructuring following a re- 
turn to private ownership af- 
ter years in public hands. 
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ASIA - PACIFIC 


Phizer forum 


BY IWANO NAKATANI. 







The Burden of Japan's 
Aging Society. 





A Japanese economist asks whether 
his country should begin rethinking 
its national health insurance system 
before it is overwhelmed by demand. 

By the year 2005, Japan will have one 
retiree receiving public healthcare for 
every two workers supporting the system. 
Without fundamental reform, the health- 
care system will be unable to meet its 
basic obligations. 

Japan is not alone in postponing the 
day of reckoning. The basic demographic 
fact throughout the developed world is that 
people are living longer. Today, citizens 65 
and older account for 15 percent of Japan's 
population. In the next seven years that 
will rise to 20 percent, rising to a projected 
33 percent by the year 2050. 

Longer life spans are, of course, a 
mark of progress. The challenge to our 
healthcare system is to keep pace with 
those advances, changing to accommodate 
a new demographic situation. 

Medical healthcare is a field that 
one would expect to evolve as people 
become older and demand increases. 

The present supply of medical care 
services, however, is tightly bound by 
public insurance and other rules. Until a 
more ambitious design for health is em- 
braced, the supply of services will not be 
in a position to meet demand. 

Yet not everyone recognises the 
problem. Even now we hear calls for yet 
more public financing to cover nursing 
insurance, more benefits, more price 
controls. As always, such ideas have a 
certain appeal a sense of community 
obligation runs deep in Japanese society, 
especially the obligations of the young to 
the aging. 

The debate presents us with a false 
choice, as if the Japanese people had to 
choose between compassion and financial 
responsibility. Of course we have a duty 
to care for the sick, the poor, and the 


elderly. The issue is how best to perform 
that duty. 

The ills of Japanese healthcare are well 
known: Doctors, providers, researchers, 
and pharmaceutical manufacturers are 
over-regulated, and patients under- 
served. Special favours are available for the 
few who have the money or personal 
connections to skip the long waiting lines. 
There is little room for initiative, and all 


A freer healthcare 
system would offer 
more choices all round, 
regardless of income, 
while lowering prices 
through competition. 


attempts at reform are thwarted by those 
who oversee it. Government policy-makers, 
for their part, seem trapped in the post-war 
mind set of rationing and regulation. 

Missing from Japanese health policy 
is any sense of the patients themselves as 
free individuals capable of making health- 
care choices for themselves. This seems 
odd. All of Japan’s great achievements 
over the last half century came about 
through the power of the free market. 
This is true even of publicly financed 
healthcare and other social services left 
to the state. They would never have been 
possible but for the wealth created by 
private enterprise. The same goes for the 
medicines and treatments that allow us 
to live healthier, longer lives. They, too, 
are products of free enterprise. 

Yet somehow we cling to the idea that 
where medicine is concerned, only the 
state can be trusted to make important 
decisions and assure that all citizens are 
provided for, But the current government 
health insurance system simply cannot 
expand to meet the coming demand, It has 
neither the innovation nor the financing. 


In some respects, it would be better if 
the government were simply to focus on 
providing the basic minimum and en- 
courage citizens to plan appropriately 
instead of hoping for a promise that 
cannot be fulfiled. 

Government should certainly main- 
tain a role in establishing high standards 
for healthcare and protecting public safety 
and health. But the actual operations of a 
health sector could be carried out by a 
more vibrant private sector. 

To raise such possibilities is, of 
course, to invite charges of putting 
costs and “efficiency” above fairness and 
social justice. Those accusations are 
easily answered. Under the status quo 
the very first to suffer are the poor, who 
lack the means and connections to 
escape its chronic inefficiencies. A freer 
system would offer more choices all 
around, regardless of income and class, 
while lowering prices through competition. 

Using these principles, a new infra- 
structure for Japan's aging society is the 
best way to build a better Japan for the 


younger and future generations. 

Prof. Iwano Nakatani is a member of the faculty of the 
Commerce Department at Hitotsubashi University in 
Tokyo. He is a graduate of Hitotsubashi University, 
received his PhD in Economics from Harvard 
University and is a member of several Japanese 
government policy councils, 
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Indonesia's agony and the 
price of rice 


JAKARTA 


Tensions rise as a country with 200m people ferments over growing hardship 


and rising prices 


HEN he stood down in May, former 
president Suharto left not so much a 
legacy as a time-bomb in Indonesia. The 
economy is in ruins; corruption is perva- 
sive; society threatens to fragment along 
ethnic and religious lines; and an explo- 
sion of long-suppressed pluralist politics at 
times looks more like chaos than progress. 
Even Mr Suharto's proudest boasts have 
proved hollow: tens of millions have sunk 
back into the poverty his 32-year rule had 
eased, and Indonesia cannot feed itself. In 
the words of Douglas Ramage, the Jakarta 
representative of the Asia Foundation, an 
American non-governmental group, all the 
economic progress and political develop- 
ment of the 53 years since independence 
have “come down to the same issue that an- 
imated the politics of ancient Java: rice.” 
Even in good times—which lasted until 
last year—40% of Indonesians spent more 
than a fifth of their incomes on rice. This 
year the price has more than tripled. The 
government estimates that 17m house- 
holds (89m people), can only afford one 
meal a day. Hungry people are dangerous. 
In recent weeks, rioting and looting have 
broken out again across the country. Often 
it is directed at shops or warehouses owned 
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by ethnic Chinese. In Jakarta, a resurgence 
of student-led political protest, calling for 
the resignation of Mr Suharto's successor, 
B.J. Habibie, has targeted his government's 
failure to stem the price rises. 

It is only partly this government's fault. 
It inherited a financial catastrophe, bad 
weather and a flawed food-supply policy. 
In its death-throes, the Suharto regime fu- 
elled inflation by printing money in a vain 
attempt to rescue the bust banking system. 
The El Nino weather phenomenon led to 
drought, damaging last year's rice harvest. 
Self-sufficiency in rice, which Mr Suharto 
had pursued single-mindedly, and 
achieved in 1984, has given way to chronic 
import dependence. In 1998, Indonesia 
will import 5.1m tonnes—a quarter of the 
world's trade. 

A.M. Saefuddin, the food minister, in- 
sists there is enough rice in the country. He 
says the government's logistics agency, 
Bulog, has stocks of 2m tonnes, while 7m 
are in the hands of farmers and traders. 
This would feed Indonesia for four 
months. Yet the price has shot up and 
wholesale buyers are finding it hard to find 
suppliers. What is going on? 

Some experts doubt Bulog's figures, and 


worry that the last harvest—in April and 
May—was worse than the government says. 
The next, from December, may be worse 
still. Farmers fear La Nina, which often fol- 
lows El Nino, and brings floods. So they are 
storing more rice, as are those consumers 
who can afford it. Traders, if not too scared 
of looters, may be keeping bigger stocks in 
the hope of price rises, despite dire 
warnings of punishment for “hoarders”. 

Yet Bulog’s stocks have also been an 
open invitation to corruption. Local stock- 
piles release rice at heavily subsidised 
prices to bring the market price down. The 
obvious opportunities for profiteering 
have been taken by some officials in charge 
of selling the cheap rice. Some has even 
been smuggled abroad. The inevitable has 
happened: the domestic price has reached 
international levels. 

The government is trying a new ap- 
proach: Bulog's “release” price is to be 
raised close to that in the market. Mean- 
while, cheap rice (less than a third of the 
market price) is to be provided to the 17m 
poorest households. The system may be less 
prone to abuse. Bulog has also lost its mo- 
nopoly on rice imports, and has started 
holding open competitive tenders for its 
own purchases. Its previous, secretive, ne- 
gotiations led to allegations of corruption. 

The first competitive tender, held on 
September 15th, was not a startling success. 
Many bidders were disqualified on techni- 
calities (a huge American company failed 
to provide a letter from its embassy affirm- 
ing its good standing; a cheap supplier 
from Myanmar mistakenly quoted the cost 
of insurance and freight separately) Ac- 
ceptable bids failed to add up to the 
600,000 tonnes sought. 

Even now, sceptics worry that the busi- 
ness of food remains, as it was under Mr 
Suharto, subject to corrupt politics. Com- 
panies run by Mr Suharto's cronies used to 
monopolise the import and distribution of 
many important foods. With economic col- 
lapse food is still a potential money-spin- 
ner, as politicians wonder about paying for 
their campaigns in elections due next year. 
The politics of food is further complicated 
by the desire of some in Mr Habibie's cabi- 
net to break the grip of the ethnic Chinese 
minority on the country's commercial life. 
One such minister, Adi Sasono, is in charge 
of a network of co-operatives, and wants 
them to play a role. Mr Saefuddin says they 
do not have competent staff. This week, 
faced with a request to distribute cooking- 
oil, another staple, one co-operative con- 
fessed it did not know how. 

Mr Saefuddin says rice is just the latest 
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issue taken up by Mr Habibie's opponents 
to attack him unfairly. It may also be the 
most menacing. It unites middle-class crit- 
ics, who distrust Mr Habibie's ties to the old 
Suharto regime, with the disgruntled poor. 
The army has signalled its alarm by drag- 
ging out the old and tattered spectre of a 
communist threat, and by threatening 
tough action. Politics here have become an 
exhilarating free-for-all. But hunger breeds 
racial bigotry, a search for scapegoats and 
fear of an authoritarian backlash. 





Afghanistan and Iran 


War cries 


HE ingredients of a war between Iran 

and the Taliban, who control most of 
Afghanistan, were being assembled this 
week. No one could say whether the mix- 
ture would be ignited or peacefully dis- 
persed. Neither side wants such a war, but 
one foolhardy move could set it off. 

Religion is the most sensitive ingredi- 
ent. While both sides are Islamic, the 
Taliban are Sunnis (traditionalists) and 
most Iranians are Shias (sectarians). To the 
outsider, the differences between the two 
groups seem minor, but the same could 
have been said about the Christians who 
fought pitiless religious wars in medieval 
Europe and until recently in Ireland. The 
Taliban Sunnis so loathe the Shias that 
when they took Mazar-i-Sharif, a Shia town, 
in August, they went from house to house 
cutting the throats of civilians. 

During the attack a number of Iranians 
were killed, including most of Iran's diplo- 
matic corps in the town. On September 
15th seven Iranian bodies, six of them of 
diplomats, were returned. Government 
ministers, senior army officers and thou- 
sands oftearful civilians were at Tehran air- 
port. As the coffins were unloaded, revenge 
was in the air. Ayatollah Ali Khamenei, 
Iran's supreme leader and commander in 
chief ofthe the country's armed forces, said 
that the plight ofShias in Afghanistan wasa 
"highly crucial issue". 

On September 13th, another predomi- 
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Pressing forward 


JAKARTA 


ICE may be scarce, but Indonesians 

who crave information can feast on 
a bumper crop of fresh magazines and 
newspapers. Since ex-president Suharto 
left office in May, 180 new publications 
have been registered. This is despite an 
economy in tatters and a plunge in the 
value of the currency, the rupiah, which 
has driven the price of newsprint up 
four-fold. At the same time, advertising 
revenues have halved. Yet the media ex- 
plosion shows how much Indonesians 
value their new freedoms. 

Life for journalists has been made 
easier by BJ. Habibie, Mr Suharto's suc- 
cessor. When Mr Suharto was president, 
papers that upset the government could 
quickly find themselves out of business. 
In 1994, three magazines, Tempo, De Tik 
and Editor, were shut down, apparently 
for reporting a row between Mr Habibie 
and the finance ministry. In 1995, three 
journalists were jailed for forming an in- 
dependent union. 

Mr Habibie seems to have calculated 
that it is better for him to allow a freer 
press. It responded, predictably, by criti- 
cising his predecessor: the hottest selling 
issues have been those documenting the 
Suharto family’s business empire. Mr 
Habibie also seems willing to endure 
some criticism himself. In June the in- 
formation ministry even scrapped a law 
that allowed it to revoke a newspapers 
licence for criticising the government. 
The ministry has made it easier for new 
publications to obtain licences. Al- 
though several publications have been 





sued by government officials, journalists 
consider this progress: at least they can 
now take their chances in the courts. 

The increase in new publications has 
led to more variety, if not more bulk. 
Since last year the total demand for 
newsprint, a rough measure of pages in 
circulation, has fallen by a third. 
Kompas, Indonesia’s largest daily, has 
seen its total circulation fall by 18% since 
December, to 450,000, and has cut its 
number of pages from 24 to 16. The cir- 
culation of the Jakarta Post, one of two 
English-language newspapers, has fallen 
from §2,000 to 40,000, as many foreign 
readers were repatriated by employers. 

By contrast, most of the new publica- 
tions are puny. Many of them are little 
more than newsletters, supporting one 
or another of the 87 new political parties 
that have appeared. Others are more re- 
spected. Journalists are now excited that 
Tempo will reappear on news stands in 
early October. 

Yet this is not the first time the Indo- 
nesian press have enjoyed a little free- 
dom. Both Mr Suharto and the man 
whom he replaced, Sukarno, allowed 
some latitude early in their rule—and 
then clamped down hard as they con- 
solidated their power. Some Indonesian 
journalists fear a repeat as Mr Habibie 
gains a foothold, or perhaps when elec- 
tions approach next year. For now, some 
publications plan to remain under- 
ground. One good season is encourag- 
ing, but there will have to be more before 
a free press really begins to flower. 
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Pakistan leans to Islamic rule 


ISLAMABAD 


HEN Pakistan's prime minister, 

Nawaz Sharif, turned to the coun- 
try's Muslim clerics recently for help in in- 
troducing new Islamic laws, his despera- 
tion was evident. “In the past you used to 
hold rulers accountable for not 
implementing Islam. Today I am 
holding on to you. Come, let us lay 
the foundation of a peaceful 
revolution". 

Even with the mullahs' sup- 
port, Mr Sharif will find it hard to 
amend the constitution so that it 
becomes subservient to the Koran 
and the Sunnah (the teachings of 
the prophet Muhammad) and, in 
his words, to create an Islamic wel- 
fare state. To amend the constitu- 
tion he needs the support of two- 
thirds of members of the lower 
house, the 217-seat National As- 
sembly, and of the 87-seat Senate. 
The assembly may possibly agree, but 
some reckon Mr Sharif may win the sup- 
port of no more than 47 senators. 

The move to Islamicise Pakistan's le- 
gal system is arousing angry passions. Pa- 
kistan's small, but vocal, group of women 
activists fear it will cause more male prej- 





nantly Shia town, Bamiyan, fell to the 
Taliban. Iranian newspapers said that 
many Shias there had been killed, but less 
prejudiced accounts are still awaited. The 
United Nations said the Taliban had 
agreed to its conditions for sending an as- 
sessment mission to Bamiyan, after a re- 
quest for humanitarian aid. 

In both Bamiyan and Mazar the pre- 
dominant people are Hazaras, one of Af- 
ghanistan's main ethnic groups. Ethnic ri- 
valry is one of the complications of Afghan- 
istan, along with religion. The Taliban are 
mainly Pushtuns and are opposed by Uz- 
beks and Tajiks as well as the Hazaras. 

The Iranians are understandably un- 
willing to get closely involved in the tangle 
of Afghanistan's rivalries. Units of Iran's 
500,000-strong armed forces, now rattling 
their rifles at the Afghan border, could 
probably sweep the Taliban before it and 
even reach the capital, Kabul. But it would 
find the country impossible to control, as 
Russia found and as Pakistan, the Taliban's 
main provider, is finding. Iran's careful 
policy has been to give support to the Tajik- 
Uzbek-Hazara opposition. This has pro- 
vided comfort to Afghan Shias and given 
Iran a negotiating position in any settle- 
ment. But now the opposition's bit of Af- 
ghanistan has shrunk to the north-eastern 
province of Badakhshan and the Panjshir 
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udice. They remind people of the 
Islamisation in the 1980s by General Zia 
ul Haq, the late military dictator. One 
measure he introduced meant that the ev- 
idence in court of a woman was consid- 





Learning the law 


ered equal to only half that of a man's. 
Pakistan's small Christian minority is 
also worried. Earlier this year a bishop in 
Punjab, MrSharif's home province, killed 
himself in protest against Islamic laws 
under which Christian teaching might be 
declared blasphemous. Disobeying these 


Valley. These areas are under the general- 
ship of Ahmad Shah Masoud. He fought 
well against the Russian occupiers, but 
even he could be defeated. 

Ayatollah Khamenei needs to do some- 
thing, if only for the sake of Iranian pride. 
The Taliban should make up "for their past 
errors", he said. Far from apologising for 
the Shia massacre, the Taliban have been 
defiant, threatening to "target Iranian cit- 
ies" if attacked. "All should know", 
Ayatollah Khamenei said in a statement, “a 
very great and wide danger is quite near." 





China 


Could do better 


BEUING 


HU HAILAN knew the uN High Com- 
missioner for Human Rights, Mary 
Robinson, was due to speak on September 
9th at Beijing’s Hilton Hotel, and so she 
went there hoping to deliver a letter about 
the case of her husband, an imprisoned po- 
litical activist. Chinese security agents dis- 
approved, but Mrs Chu declined to leave 
quietly. So she was dragged out struggling 
and screaming in full view of news cam- 
eras. Emerging from detention nearly eight 


laws can be a capital offence, although no 
one has yet been executed. 

The proposed changes have the sup- 
port of Pakistan's traditionalist Sunnis. 
But the Shias, a minority in the country, 
are divided. State-controlled television 
has shown a meeting between Mr Sharif 
and Sajid Ali Naqvi, head of the Tehreek- 
iJafaria, which represents the Shias. Mr 
Naqvi is believed to support the 
government, but his critics say he 
is without influence. The propos- 
als are also opposed by Benazir | 
Bhutto's opposition Pakistan Peo- | 
ple's Party and an allied group of . 
regional parties. 

Despite the opposition, Mr | 
Sharif may feel that more 
Islamisation could help to ap- 
pease Pakistan’s small but mili- 
tant Islamic groups. Well-armed 
Islamists took to the streets and 
whipped up support in the after- 
math of the American missile at- 
tacks on terrorist bases in neigh- 
bouring Afghanistan. And most of 
Afghanistan is under the control of the 
Taliban, a force backed by Pakistan. Per- 
haps Mr Sharif also believes that, with the 
economy in a mess and political parties | 
tainted by corruption and infighting, Pa- | 
kistanis may find that Islamic rule is an 
attractive option. 








hours later, Mrs Chu claimed to have been 
beaten by the police. As a result her letter 
gained far more attention than she might 
reasonably have hoped for, and China’s in- 
ternational image suffered yet another self- 
inflicted black eye. 

For many critics of Beijings human 
rights practices, the incident served as fur- 
ther proof that the Chinese constitution’s 
high-minded guarantees of free speech and 
association are not taken seriously. As Mrs 
Robinson herself said at the end of her ten- 
day trip on September 15th, “China has hu- 
man rights problems, major problems”, but 
at least there is an awareness of them. 

China’s police have far-ranging author- 
ity, and the security apparatus of the ruling 
Communist Party perceive threats not only 
from democracy advocates and publicity- 
seeking trouble makers like Mrs Chu. The 
daily life of many people, such as ethnic 
minorities, labour leaders, provocative lo- 
cal journalists and the religious, are also 
suspect. With party officials installed in vir- 
tually every office at every level of the police 
and judiciary, the legal system is politicised 
rather than fair. 

Yet it is a mistake to overlook just how 
far China has come. Compared not only 
with the bad old days of Maoist excess, but 
even with earlier this decade, China today 
offers hundreds of millions of citizens far 
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more control over their own lives. 

Consider a young man, called 
Liu, who graduated from univer- 
sity in Beijing in 1990 with a 
maths degree and hopes of a ca- 
reer in accounting. His univer- 
sity, however, had control of his 
personal file and thus his destiny. 
It sent the file to a rural school 
with the intention of compelling 
Mr Liu to follow and become a 
teacher. Though Mao Zedong was 
already long gone, many of the 
strict social controls he engi- 
neered remained in place. With- 
out his personal file, Mr Liu could 
not easily arrange housing, work 
or further education for himself 
in any other place. It required a 
bureaucratic struggle lasting sev- 
eral years before he managed to 
regain control over his file and 
land a good-paying job with a for- 
eign firm in Beijing. 

The restrictions once were far 
more stifling, with rationing of virtually all 
food and consumer goods. This not only 
regulated activity ina tightly planned econ- 
omy, but was also a vital link in the chain of 
social control. 

Throughout the 1960's and into the 
1970's, most Chinese needed ration cou- 
pons as well as money to buy grain, meat, 
oil or milk. The coupons were issued by the 
organisation to which the individual was 
assigned, in the city or villae where they 





Stepping out from party control 


were registered as residents, and were valid 
only for a limited time and place. With no 
recourse to free market goods, individuals 
had little choice but to live and work where 
they were told. 

Nowadays ration coupons are valued 
only by collectors. One can, with money 
alone, buy not only basic commodities but 
also private housing, private schooling, 
and private health care. Passports and for- 
eign vacations, once unthinkable for any- 


one but high officials or their 
well-connected kin, are now 
commonly enjoyed by upper- 
and middle-class Chinese. Even 
China's most notorious infringe- 
ment of personal liberty—the one 
child limitation for most urban 
couples—can now be evaded by 
those with enough money. 

After watching the household 
registration system erode in the 
face of market reforms, China in 
July approved a serious overhaul 
of the system. The government 
plans to continue limiting the 
growth rate of the largest urban 
areas, but to allow more legal mi- 
gration from the countryside. In 
large measure the rules are 
merely being bent to conform 
with reality. Tens of millions of 
rural Chinese migrants are on the 
move at any given time and 
many have managed to settle, 
whether legally or not, in cities 
throughout the prosperous eastern part of 
the country. 

Officials claim the rule changes will 
bring even greater mobility, help the econ- 
omy and “further improve the enjoyment 
of human rights by ordinary Chinese peo- 
ple.” But what about the unordinary Chi- 
nese, those who demand more political lat- 
itude as well? As the world saw when Chu 
Hailan tried to meet Mrs Robinson, those 
rules are not changing quite so quickly. 





Kazakhstan 
Private fears 


ORAZAK 


HANAT ISKAKOV is a farmer whose 

name used to be widely known in Kaz- 
akhstan. In 1989, he was named the first 
“private” farmer of the Soviet Union by the 
government in distant Moscow. In 1993, 
his bumper harvest of 1.8 tonnes of grain 
per hectare earned him a visit by the presi- 
dent of the newly independent republic, 
Nursultan Nazarbaev. Mr Iskakov was 
praised for his initiative, drive, and hard 
work. 

This praise is now a distant memory. 
Today, 45-year-old Mr Iskakov, like many 
private farmers, is unsure whether he and 
his family—he has eight children—will be 
able to survive on his 1,000 hectares (2,500 
acres) of land. The land is fertile and the 
grain of superior quality—the Virgin Lands 
campaign in the 1950s under Nikita Khru- 
shchev turned many miles of steppe into 
one large wheat field. A few years ago, har- 
vests of 3om tonnes were normal in Kaz- 
akhstan. In 1997, only 12.3m tonnes were 
harvested. Severe drought is expected to re- 
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duce this year's harvest to 8.5m tonnes. 

But the system under which farmers 
work is mainly to blame for poor harvests. 
Mr Iskakov and other private farmers lease 
their land from the government. Although 
the leases are for up to 99 years, banks take 
the view that the land does not belong to 
the farmers and will not lend them money 
with the land as security. "Without credit 
you ultimately can't survive" says Mr 
Iskakov. Unable to afford fertiliser and pes- 
ticides, and to replace old machinery, his 
harvest is now down to 600 tonnes per 
hectare. With production costs of around 
$85 per hectare and current low grain 
prices, he cannot make a profit. Barter is 
one of the ways he keeps going. Mr Iskakov 
says that ofthe 50 farmers who started with 
him in 1989 in Orazak and neighbouring 
areas, only eight remain. 

Bulat Raimzhanov, aged 64, has 60 
hectares of land near the former capital 
Almaty. He owns 20 cows and dreams of 
setting up a small milk factory, if he could 
only get $20,000 of credit. In the absence of 
money, he has decided to establish a pig 
farm. "We are Muslims and should not 
have anything to do with pigs,” says Mr 
Raimzhanov. But pigs grow quickly and 
can be sold after 10 months. Cows have to 


be raised for three years before they give 
milk. Although he lives close to Almaty, Mr 
Raimzhanov has no running water or elec- 
tricity. The wires and transformers that pro- 
vided power were stolen long ago. Neither 
he nor his neighbours have the money to 
replace them. 

Boris Kassumov, president of the Pri- 
vate Farmers' Association of Akmola, com- 
pares the plight of the private farmers in 
Kazakhstan with that of American farmers 
in the 1930s during the depression. Banks 
then refused to give credits, the govern- 
ment declined to give guarantees and farm- 
ers were poorly organised. Mr Kassumov 
has just come back from a month's visit to 
the United States sponsored by the Ameri- 
can government. He sees the formation of 
associations as the only way to strengthen 
the private farmers. 

But, he says, "those who have survived 
so far have changed psychologically. They 
survived on their own and are very cau- 
tious.” As a result, the independent- 
minded farmers are reluctant to get orga- 
nised. Mr Kussumov is trying to persuade 
them that only by combining can they put 
enough pressure on the government to im- 
prove their lot. 
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The president carries on 


WASHINGTON, DC 


IRST the Internet, then last weekend's 

newspapers, now a clutch of instant pa- 
perbacks: the American public, it seems, 
has no way of escaping the Starr report and 
its relentless, pornographic 445-page de- 
tail. Nor, of course, has President Clinton. 

But he must try, nonetheless, especially 
ifAmerica's television networks start airing 
the more embarrassing portions of Mr 
Clinton's videotaped testimony to Kenneth 
Starr's grand jury. After all, the price of fail- 
ure will be both personal—the im- 
peachment, censure or resignation 
of the president—and political. 
With the November 3rd mid-term 
elections looming, even Mr Clin- 
ton's closest Democrat allies are 
finding it hard to hide fears of an 
approaching electoral slide that 
will first present the Republicans 
with a filibuster-proof 60 seats in 
the Senate (they have 55 at the mo- 
ment) and then deliver them the 
White House in 2000. 

Hence the need for Mr Clinton 
to be presidential in appearance 
and word, if not always in deed and 
behaviour. On September 14th, for 
example, he was in New York, de- 
claring that the United States and 
other economic powers must act to- 
gether to meet "the biggest finan- 
cial challenge facing the world in a 
half-century.” Two days later, at a 
press conference in Washington 
with the Czech president, Vaclav 
Havel, he talked of encouraging 
phone calls from President Chirac 
of France and from the leaders of 
Mexico, Brazil and Canada. Ques- 
tioned on his *moral authority", he 
replied in part: "What is important is that I 
do my job...1 am trying to do the still 
quite painful work that I need to do with 
my family in our own life, and I'm deter- 
mined to lead this country and to focus on 
the issues that are before us." 

All smoothly delivered, and with cus- 
tomary sincerity. But can any escape plan 
be assured of success? The more prurient 
passages of the independent counsel's re- 
port are gnawing away the public respect 
that comes with the presidency, encourag- 
ing Democratic politicians to distance 
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themselves from a middle-aged leader who 
uses a cigar to play sex-games with a 21-year- 
old intern and who has oral sex while re- 
ceiving telephone calls from congressmen. 
Whether Mr Starr, in his vindictive pursuit 
of the president, really needed to supply 
Congress with what amounts to the script 
for a porn-movie is beside the point. The 
script is public and, in the age of the Inter- 
net, even coy footnote number 210—“They 
engaged in oral-anal contact as well"—be- 





Manhattan's welcome 


comes a headline. 

The president's instinct is to fight back 
as he has always done in the Monica 
Lewinsky saga: with careful semantics. 
While expressing abject contrition at a 
White House prayer breakfast, he noted 
that he would "instruct my lawyers to 
mount a vigorous defence, using all avail- 
able appropriate arguments." Last week, 
even before they had seen the Starr report, 
Mr Clinton's lawyers issued a rebuttal dis- 
missing the notion of impeachable of- 
fences and declaring that the report 


amounted to "nothing but the details of a 
private sexual relationship, told in graphic 
details with the intent to embarrass." Once 
they had read the report with its 11 “acts 
that may constitute grounds for an im- 
peachment", the lawyers’ reaction was 
much the same: “After four years, scores of 
FBI agents, thousands of documents, and 
tens of millions of dollars ... the Office of 
Independent Counsel has presented to the 
House a referral that no prosecutor would 
present to any jury... The president did 
not commit perjury. He did not obstruct 
justice. He did not tamper with witnesses. 
And he did not abuse the power of the of- 
fice of the presidency." 

Orso they keep repeating, with precious 
little effect. After the president's lawyers 
wove their semantic way through last Sun- 
day's Tv talk-shows, Tom Daschle, 
Democratic leader in the Senate, is- 
sued a statement agreeing "with 
those who have grown impatient 
with  hair-spliting over legal 
technicalities ... The president and 
his advisors must accept that con- 
tinued legal jousting serves no con- 
structive purpose.” His counterpart 
in the House, Dick Gephardt, 
chimed in with a similar rebuke: 
“The considered judgment of the 
American people is not going to 
rise or fall on the fine distinctions 
of a legal argument but on straight 
talk and the truth.” 

Clearly so, but then Mr Clinton 
and his legal aides presumably fear 
that any straightforward admission 
of perjury, suborning perjury or ob- 
struction of justice would leave the 
president open to criminal indict- 
ment, quite apart from giving Paula 
Jones added reason to seek the re- 
vival of her civil case alleging sexual 
harrassment. They are also well 
aware that Mr Starr's investigation 
continues. Hence the rumours that 
several White House staff—and 
even the First Lady—may yet find 
themselves indicted, perhaps on matters 
that go back to Mr Starr's original scrutiny 
of the Whitewater deal and then the ad- 
ministration's behaviour in "Travelgate" 
and “Filegate”. 

But at least the president can try to im- 
prove the presentational aspects of his de- 
fence. One attempt was the announcement 
this week of the "pastoral care" he is receiv- 
ing from a Methodist minister and two 
Baptists (one of whom, like the president, is 
a repentant adulterer). Another was the ap- 
pointment on September 15th of Gregory 
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Craig, a State Department lawyer with a 
reputation for being a lot more street-smart 
in politics than Mr Clinton's private law- 
yer, David Kendall, to liaise with Congress. 

Mr Craig's task will not be easy. One 
leading Democrat, Senator Joe Biden from 
Delaware, has already pointed out to the 
president's aides that some Democrats (not 
necessarily himself, he added) feel the 
country would benefit from Mr Clinton's 
resignation. Meanwhile, the Republicans 
can find a dozen ways of discomfiting the 
White House. Senator Frank Murkowski of 
Alaska, for example, has suggested Mr Clin- 
ton pay the cost of the Lewinsky enquiry, 
put by Mr Starr at $4.4m (a sum which does 
not include the cost to the taxpayer of the 


WASHINGTON, DC 


66 T BROUGHT myself down," Rich- 

ard Nixon once told David Frost, 
who was interviewing him on television. 
“I gave them a sword. And they stuck it in, 
and they twisted it with relish. And I guess 
if I had been in their position, I'd have 
done the same thing.” Will Bill Clinton 
some day repeat those rueful, wounded 
words? 

The president's apologists say there is 
no parallel with Nixon and the Watergate 
crisis. Mr Clinton's alleged "high crimes 
and  misdemeanours"—the American 
constitution's justification for impeach- 
ment—are follies associated with a fool- 
ish, but not illegal, sexual relationship; 
Nixon, by contrast, was guilty of covering 
up a burglary and using the Internal Reve- 
nue Service and the FBI against political 
opponents. When he resigned on August 
8th, 1974, forestalling a vote by the full 
| House on three articles of impeachment 
| passed by its judiciary committee, the na- 
tion breathed a sigh of relief, and Gerald 
Ford, the new president, declared: “Our 
long national nightmare is over. Our con- 
stitution works.” 

But just how it works is a tricky ques- 
tion. The process is rarely used—fewer 
than 20 times (depending on your 
method of counting) in the republic’s two 
centuries—and depends for its outcome 
on the political context and the need to 
muster two-thirds of the Senate for a 
guilty verdict in the trial that follows the 
House’s impeachment. In 1799, for exam- 
ple, the Senate dropped impeachment 
proceedings against William Blount, a 
popular (but financially pressed) legisla- 
tor from Tennessee, even though he had 
been dismissed from the Senate in 1797 
for conspiring to hand Spanish-con- 
trolled Florida and Louisiana over to the 
British. But Robert Archbald, a com- 














The misty road to impeachment 


president's lawyers). Might such an idea be 
attached to a vote of censure? Conceivably; 
but the momentum towards impeachment 
by the House and trial by the Senate could 
become irresistible. 

In the end, Mr Clinton’s best defence 
may turn out to be his popularity. In polls 
taken since the Starr report’s release, 60% or 
more of Americans approve of the way Mr 
Clinton does his job, and want him to com- 
plete his term. True, only 39% of Americans, 
according to a New York Times/cBs poll, 
now have a favourable opinion of his “per- 
sonal image” but only 36% want impeach- 
ment hearings and 57% would prefer a cen- 
sure vote. Indeed, Clintonian optimists 
argue that the "yuck factor" in the Starr re- 


merce-court judge, was dismissed 
from office by the Senate in 1913 for 
misconduct that included accept- 
ing free trips to Europe. 

As Nixon resigned when the 
process was just beginning, the 
only president to have been 
through the whole process was An- 
drew Johnson, impeached by the 
House in 1868 on 11 counts, 
strongly political in flavour. 

Johnson, who as a Democratic 
senator from Tennessee had been 
the only member from a seceding 
state to remain loyal to the Union 
in the Civil War, favoured toler- 
ance towards the South after the 
war. His impeachment came when 
he sacked his secretary of war, in 
defiance of the view of the Republi- 
can-controlled Senate that civil of- 





port will produce a backlash in the presi- 
dent's favour. So too may his assertion that 
his enemies are cynically distracting the na- 
tion from his reformist agenda, and under- 
mining America's role as the world's leader. 

Maybe so. But pessimists counter that 
during the Watergate hearings only a third 


of Americans were in favour of Nixon's im- 


peachment, and not until August—the 
month of his resignation—did a majority 
want him to leave office. One Democratic 
insider says resignation is not an option: 
Mr Clinton *will go downhill ski-ing 
through hell" before he resigns. But if that 
bravado is based on the opinion polls, per- 
haps he should think again. 
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ficers could be removed only with He only dismissed his war secretary 


the Senate's approval. In the end, 
however, the Senate fell one short of the 
two-thirds vote needed to dismiss the 
president. A Republican defector, James 
Grimes, wrote afterwards: “I cannot agree 
to destroy the harmonious working of the 
constitution for the sake of getting rid of 
an unacceptable president." 

Similar antagonisms battered “Old 
Hickory" Andrew Jackson, who in 1834 
became the only president to be censured 
by theSenate. His offence was that in 1832 
he had vetoed the renewal of the charter 
of the Bank of the United States and had 
then ordered the withdrawal of govern- 
ment funds from the bank. His revenge 
was that when Jacksonian Democrats 
took control of the Senate in 1837 they or- 
dered black lines to be drawn round the 
censure resolution and marked the offi- 
cial record with the words, “Expunged by 
order of the Senate.” A posthumous irony 


is that Jackson’s face now graces the new 
$20 bill. 

But Bill Clinton may spy a rather dif- 
ferent irony. A decade ago it was Presi- 
dent Reagan who was trapped in the me- 
dia’s glare, accused of knowingly and 
illegally thwarting the declared policy of 
the United States (and laws passed by 
Congress) by aiding the anti-communist 
rebels in Nicaragua via an “arms for hos- 
tages” deal with Iran. Arguably, this was a 
worse abuse of presidential authority 
than anything connected with Monica 
Lewinsky. For a time, the Reagan White 
House was in a panic over the prospect of 
impeachment. But it found the ideal way 
out. The president's aides protected him 
by taking the blame themselves; Mr Rea- 
gan could not be impeached for some- 
thing they swore blind he had never 
known about. 
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Politics in New York 


Schumer goes 
over the top 


NEW YORK 


EW YORK' Democratic Party is a bit 
like a cheap radio: it never seems to 
get the volume right. In 1992, in an ex- 
tremely noisy Senate primary, Robert 
Abrams narrowly defeated Geraldine Fer- 
raro, and was then shot to pieces by Alfonse 
D'Amato. This year, the primary was polite 
but barely audible. Even though the victory 
of Charles Schumer, a dour congressman 
from Brooklyn, spelled the end of the po- 
litical career of Ms Ferraro, once the Big Ap- 
ples favourite daughter, New York's tab- 
loids devoted their front pages to other 
subjects (although one did carry a picture of 
Mr Schumer's young daughter yawning on 
the podium). And, once again, Mr D'Amato 
is waiting in the trenches opposite with his 
machineguns trained. 

Ms Ferraro, who began the race as the 
clear favourite, ended up with only 26% of 
the vote, roughly half Mr Schumer's total. 
Voters seemed unconvinced that she really 
wanted the seat. Mark Green, New York 
city's public advocate and the most liberal 
of the three, tried much harder, but he 
failed to make much progress outside New 
York city—and ended up with 1996 of the to- 
tal vote. Some Democrats blame media in- 
difference for the low turnout. Others point 
out that there was barely any difference be- 
tween the three candidates. 

Why did Mr Schumer win? The Repub- 
licans have gleefully circulated Mario 
Cuomo's explanation: “Schumer did not 
win any debates. He didn't come up with 
any new ideas...[He] just bought more 
time on television Mr Schumer raised 
some $13m—three times as much as his op- 
ponents combined—and began running 
ads in January. Eventually, they worked. 

The same efficient, dogged qualities 
that have made Mr Schumer a slightly bor- 
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ing primary candidate may serve 
him much better in the contest 
against Mr D’Amato. Maurice 
Carroll, a local pollster, points 
out that one reason why Mr 
Abrams lost in 1992 was that he 
was too impoverished after the 
primary to fight off Mr D'Amato's 
ads. Mr Schumer, who has al- 
ready received friendly endorse- 
ments from his primary oppo- 
nents, still has some cash in hand. 
Even before the primary was 
over, Mr Schumer began to attack 
Mr D'Amato, cleverly claiming 
not just to be more honest but 
also more effective. 

If Mr D'Amato was frightened 
by Mr Schumer's supporters chanting “Na, 
na, na, na, say goodbye”, then he did not 
show it. His camp immediately announced 
that the Democrats had nominated “the 
most left-of-centre candidate that they 
could". Mr D'Amato remains the favourite: 
he is used to tight races, he will spend more 
and he has a solid bedrock of support in 
upstate New York and the suburbs, which 
together account for around 70% of the 
electorate. John Zogby, another local poll- 
ster, thinks that Mr Schumer will not only 
need a high turnout in New York city but 
will also have to win around four in every 
five votes cast there. 

Peter Vallone faces an even tougher task 
in trying to unseat George Pataki, New 
York’s popular governor, who has raised 
$15m. Mr Vallone, the city council speaker, 
easily won the Democratic primary, beat- 
ing Betsy McCaughey Ross, Mr Pataki's lieu- 
tenant-governor, who used to be a Republi- 
can. Mr Vallone, a 20-year veteran of New 
York politics, ran an effective, rather gentle- 
manly campaign. Most of the excitement 
was provided by the dizzy Mrs McCaughey 
Ross, whose husband, a wealthy invest- 
ment banker, suddenly withdrew $2.2m 
from her campaign in August (a misfortune 
which she hailed as an “empowering” 
event). She has promised to fight on under 
the Liberal Party banner—something that 
will win her few friends among Democrats. 





The Washington mayor's race 
Life after Barry 


WASHINGTON, DC 


NTHONY WILLIAMS is not blessed 
with the common touch. On Monday, 

the day before he easily won the vote to be 
the Democratic candidate for Washing- 
ton's mayorship, he stood awkwardly out- 
side a busy Metro station, attempting to 
make contact with the flood of commuters 
passing by. Most ignored him. Mr Williams 
has been labelled a "Yale-talking geek" and 
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seems more at ease with budget spread- 
sheets than bouncing babies. But he knows 
that charm and charisma are not what the 
capital's voters are looking for. They just 
want the city functioning again. 

Since Democrats outnumber Republi- 
cans by ten to one in the District of Colum- 
bia, Mr Williams is pretty well bound to 
beat his Republican opponent in Novem- 
ber's election, Carol Schwartz. He will then 
face the daunting task of resurrecting what 
the "Almanac of American Politics" calls a 
"dysfunctional polity". Under the tenure of 
the current mayor, Marion Barry, Washing- 
ton has endured a bankrupt treasury, crum- 
bling school buildings, a corrupt police 
force, record murder figures and a bloated 
bureaucracy only too happy to grant politi- 
cal favours. Last year the city had the coun- 
try's highest rates of tuberculosis, new AIDS 
infection and infant mortality. Mr Barry, 
re-elected in 1994 after serving six months 
in prison for smoking crack cocaine with 
an ex-girlfriend (“Bitch set me up"), then 
had his power stripped away by a congres- 
sionally appointed control board, and last 
spring decided not to run again. 

After all this, Washington's voters may 
turn to Mr Williams as the perfect candi- 
date to undo the Barry legacy. As chief fi- 
nancial officer since 1995, he has already 
had some success with this side of the job of 
rescuing the city. Usually under the blast of 
Mayor Barry's criticisms, Mr Williams has 
slashed the budget, fired incompetent fi- 
nancial administrators and eliminated a 
system whereby city contracts were aw- 
arded on the crony principle. The result has 
been to turn a projected $74m budget defi- 
cit into a surplus of $186m. Such Draconian 
book-keeping has not gone without criti- 
cism. His decision to fire 235 city finance 





Victory for Mr Clean 
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officers ignited the anger of the trade 
unions, which still reckon that Mr Wil- 
liams is anti-labour. 

Although his opponents in the Demo- 
cratic primary tried to dismiss him as a car- 
pet-bagger (he has lived in Washington for 
only three years), the fact that he is an out- 
sider was actually one of the reasons for his 
sweeping victory in Tuesday's vote. In the 
words of the congressman whose commit- 
tee watches over Washington's finances, Mr 
Williams is "the one guy you can say ain't 
part of the problem". Such praise is a good 
sign, since it is the lawmakers on Capitol 
Hill who will decide whether the city once 
again deserves home rule. Congress 
granted self-government to Washington in 
1974, only to take it away again when the 
city made a mess of its finances in the 
1990s. Since 1995, the congressional con- 
trol board has made most decisions about 
the city's governance. 

The next mayors biggest problem is 
probably the flight of Washington's middle 
class to the city's suburbs in Virginia and 
Maryland, which has shrunk drastically the 
District of Columbia's tax base. Between 
1990 and 1996, Washington lost 10% of its 
people, mostly ofthe well-to-do sort. The re- 
sult is that a sharply diminished number of 
working Washingtonians has to support 
the 5096 of the city's residents who receive 
some form of welfare. 

Still, there are grounds for hope. Since 
1996, the welfare rolls and the amount of 
crime have both grown smaller. This leads 
city officials to argue that Washington can 
yet recover, and start to lure the wealthy 
back from Maryland and Virginia. The ren- 
ovation of the city's downtown area has al- 
ready begun to draw outsiders to the sport- 
ing and cultural events staged there, thus 
revitalising an area formerly populated 
largely by drug-pushers and prostitutes. 
Heady thoughts about the city's future have 
even brought support for a petition that the 
District of Columbia ought to be able to 
send a voting representative to Congress. 

The constitution does not give Wash- 
ington that right, enjoyed by the country's 
50 official states. Even so, in most other re- 
spects Congress and the courts throughout 
America's history have treated the nation's 
capital as if it were a state. Now the last step 
to full representation may be achievable. 
Jamin Raskin, an American University pro- 
fessor who helped to bring about the vot- 
ing-right campaign, says it is profoundly 
un-American to ask Washington's citizens 
to pay taxes and fight in wars without 
granting them representation in Congress. 
Convincing the federal government will be 
an uphill task. Yet Mr Raskin has assem- 
bled a formidable coalition of Washingto- 
nians to push the cause. After all, think 
many of the city's people, after Marion 
Barry almost anything is possible. 
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CHICAGO 


MERICA's prickly relations with 
China have got worse, and the 
Asian economy, already on its knees, has 
got a kick in the head, all because of a 
| pesky little insect. The Asian long- 
. horned beetle (Anoplophora glabri- 
pennis to you) has invaded residential 
areas in and around Chicago and New 
York and has been found in warehouses 
in 12 other states. 

How is it that this one-inch bug has 
caused an international row? Well, to be- 
gin with, it is no ordinary insect. The 
Asian long-horned beetle bores deep 
into hardwood trees, eventually killing 
them. It is extremely hard to trap, it is in- 
vulnerable to pesticides, and no known 
predators can do it harm. The only way 
to contain the pest is by cutting down all 
infested trees, chopping them in a shred- 
der and burning the chips. 

And the source of the scourge is 
China. The long-horned beetle hitches its 
way to America on wooden pallets and 
crates used for packing Chinese exports. 
The American secretary of agriculture, 
Dan Glickman, has announced emer- 
gency measures: Chinese exporters will 
soon have to treat all solid-wood packing 
materials with heat or chemicals. 

China’s Xinhua news agency calls 
this “irrational” and says it will “severely 
hinder” Chinese-American trade. The 
new rule will affect roughly a quarter of 
China’s $80 billion in exports to Amer- 
ica—China’s largest market—at a time 
when the Asian economic crisis is al- 
ready hurting Chinese exports. 

But the alternative, for America, is 
worse. The economy could be damaged 
to an estimated cost of $140 billion, says 
the Department of Agriculture, if the bee- 
tles find their way to American forests. In 
Chicago, 5% of the city is already under 

















The invaders from China 











quarantine. No tree trimmings or logs 
can be removed from the area, and state 
workers are marking doomed trees with 
a fluorescent green dash. The victims will | 
be destroyed this winter, when the adult | 
beetles have died and the larvae are 
dormant. | 
All this is a pain for Chicago's mayor, | 
Richard Daley, who has planted nearly | 
200,000 new trees since he got the job. | 
“Talk about a tree person. Right here. I'm 
a tree hugger,” Mr Daley confessed ata | 
recent press conference. He is not the | 
first in his family to deal with dying trees. | 
Many ofthe maples now being devoured | 
by China's beetles were planted by hisfa- | 
ther, also Chicago's mayor, when Dutch 
elm disease swept through the city nearly 
three decades ago. But the senior Daley 
had it easier: he never had the Chinese | 


government to tangle with. | 





The South 


All shook up 


RALEIGH, NORTH CAROLINA 


OLD the moon pies and black-eyed 
peas; pass the sushi and salsa. Ac- 
cording to the latest report by MDC, a non- 
profit research firm based in Chapel Hill, 
North Carolina, the rural, Protestant, black- 
and-white South of William Faulkner and 
Mark Twain has largely vanished. In its 
place is a primarily urban or suburban re- 
gion with increasing numbers of Catholic 
Latinos and Buddhist Asians. As the report 
concludes, borrowing its words from that 


other son ofthe South, Elvis Presley, this is a 
region that is "all shook up". 

MDC’s report on the South, one of a se- 
ries issued every two years, is based on data 
from a variety of sources, including the cen- 
sus. This year's report finds that “the South 
heads into the 21st century with the look 
and feel of prosperity," but worries that the 
region's growing diversity may bring 
heightened tensions between ethnic 
groups that are strangers to each other. In 
addition, the report says, the South is im- 
porting more unskilled people, which 
means more competition for the dwin- 
dling number of southern blue-collar jobs. 

One in three Americans now lives in 
the South (defined in the report as Ala- 
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bama, Arkansas, Florida, Georgia, Ken- 
tucky, Louisiana, Mississippi, North Caro- 
lina, Oklahoma, South Carolina, 
Tennessee, Texas, Virginia and West Vir- 
ginia). Five million adults, taking advan- 
tage of the booming labour market, moved 
into the region between 1990 and 1997; 
among them were around 573,000 blacks, 
who often find the South more tolerant 
and congenial than the northern cities 
their parents fled to. Whether old blood or 
new, seven out of ten southerners now live 
in metropolitan areas, where the ubiqui- 
tous sport-utility vehicle is starting to edge 
out the much-loved pick-up truck. 

Latinos, who work mostly in poultry- 
and fish-processing plants, furniture fac- 
tories and construction, now make up 10% 
of the southern workforce, double the per- 
centage of 20 years ago (see box). The Asian 
population jumped 42% between 1990 
and 1997, from 1.2m to 1.7m. Gwinnett 
County in suburban Atlanta was a magnet 
for both Latinos and Asians in this period, 
notching up the biggest percentage in- 
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crease in both population groups of any 
southern county. Latino numbers in Gwin- 
nett rose by 119%, Asian numbers by 103%. 

The role of women is changing, too. Al- 
though southern women still lag behind 
men in earnings, women’s incomes are ris- 
ing faster than men’s. Southern men are the 
laggards in education and even those who 
do enrol in college are less likely than 
women to graduate. 

Southern men are also falling behind 
on the work front, still counting on brawn 
rather than brains. By 1996 (see chart), 
southern women outnumbered men by 
nearly 1m in professional and technical 
jobs. Too many southern men, says the re- 
port, “see their careers based on their abil- 
ity to do specific things: make things, drive 
things, dig things, lift things, or pick things. 
The economy, meanwhile, is rewarding 
those—regardless of race, gender and eth- 
nicity—who have the ability to think 
things.” As one newspaper headline put it: 
“Bubba, you're in trouble.” 
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El barrio de Fayetteville 


LITTLE ROCK 


O STATE in the country is gaining 
Latinos faster than Arkansas. Since 

1990 their number has more than dou- 
bled, from less than 20,000 to more than 
45,000—and, because it is hard to count 
illegal aliens, even this figure may be an 
underestimate. Some census scholars 
think the true total may be closer to 
70,000. As a rough guide, in the 1990 cen- 
sus 400 Latinos lived in Rogers, a town 
about 20 miles north of Fayetteville near 
the Oklahoma border. Today, more than 
4,000 live there. In Sevier County, which 
is near the Texas border at the other end of 
the state, Latinos now make up 9.1% of the 
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population. 

The trend started in the late 1980s, 
when a small group of Latinos arrived in 
north-west Arkansas seeking work. For 
some years, they did seasonal farm-la- 
bour and returned between times to Mex- 
ico, putting down no permanent roots. 
Then, as chicken-packing plants popped 
up all over Arkansas in the 1990s, Latino 
immigrants provided just the cheap, low- 
skilled workers the industry needed. 

Many of the Latinos in Arkansas have 
not just come straight from Mexico; they 
have also moved there from California, 
New Mexico and Arizona. Their presence 








is changing the state. Latino churches, gro- 
cers, video stores and restaurants have 
opened. Banks in north-west Arkansas vie 
with each other to lend money to Latino 
house-buyers and businessmen. At least 
38 Mexican restaurants are scattered 
through Fayetteville, Springdale, Rogers, 
Bentonville and Bella Vista; in Fayette- 
ville alone, six have opened since 1993. In 
central Arkansas, the El Hispano newspa- 
per has grown from four pages to 14 and 
its circulation is now more than 3,000. 

Although most Arkansans enjoy the 
influx of immigrants, some are not so 
pleased. They complain that immigrants 
bring in crime and keep wages down, and 
they resent the cost to taxpayers of em- 
ploying bilingual teachers in the schools. 
Groups such as the Federation for Ameri- 
can Immigration Reform and Americans 
for an Immigration Moratorium (whose 
founder lives in Rogers) want immigra- 
tion to stop, or at least to face a five-year 
moratorium. Their campaign is espe- 
cially fervent in Arkansas, where more 
than 100 people routinely show up for lo- 
cal meetings. 

Their problem is that Latinos are will- 
ing to work in jobs that no one else seems 
to want. In Rogers, they took jobs in 
chicken plants at a time when other work- 
ers, sick of the low wages, were leaving an 
industry that was desperate to grow. They 
have saved chicken-packing from col- 
lapse and even helped its expansion, cre- 
ating an economic boom in Arkansas. 
The state can either welcome and invest 
in its new immigrants, or it can waste a 
golden opportunity for growth and 
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Counter-counter-culture Bush 


HE day that Kenneth Starr dumped his report on Congress, 

the governor of Texas sat in his office, striving valiantly to 
keep the conversation on his re-election race. It was a losing bat- 
tle. The Starr report has wreaked havoc among Democrats, 
boosting Republican prospects in the next presidential election; 
and, for the moment, the favourite for the Republican nomina- 
tion is the governor. George Bush, son ofthe president before Bill 
Clinton, has a good chance of being the next president. But there 
is the fishing problem. "If I was the president of the United 
States,” Mr Bush says earnestly, “I would not be able to go out 


| and buy a lure by myself.” 





A little while spent with the governor is enough to demon- 
strate that this is not a trivial 
point. Mr Bush loves running 
Texas; he is good at it; he is re- 
laxed. In Austin, he can saunter 
across the road from his mansion 
to his office in the spectacular 
state capitol and enjoy gazing at 
the collection of 200 autographed 
baseballs lined up on his shelves. 
(In his view, his investment in the 
Texas Rangers and the building of 
their new ballpark are the two best 
things he has done for Texas.) The 
state legislature meets for only 140 
days every two years, and the rest 
of the time there is no legislation 
to work on. So the governor con- 
ducts a little foreign policy with 
Mexico, keeps his administration 
ticking over and gets out on the 
road to campaign. 

He is an accomplished road- 
ster, and his appeal seems to grow 
with the news of scandals in dis- 
tant Washington. His approval 
rating stands at 7495; his re-elec- 
tion to the governorship in November seems a foregone conclu- 
sion; even the Democratic lieutenant-governor, who is a family 
friend of Mr Bush's challenger, has endorsed Mr Bush. On a re- 
cent trip to Kilgore, an east Texas town where the oil pumps nod 
gently in the high street, Lexington wandered through the crowd 
that awaited the governor, asking people if they had reservations 
about him. It was hard to elicit any criticism, aside from one 
mock-serious grumble about his marksmanship. Would Mr 
Bush run for president? Sure he would! Would he win? Of 
course! 

Mr Bush arrives, and one solid part of the reason for his 
popularity is immediately obvious. Rather than make for the po- 
dium, he plunges into the crowd, slapping backs and squeezing 
shoulders, posing with cheerleaders, signing autographs on ad- 
mirers' shirts. With some politicians, you can sense the gritted 
teeth behind the cheesy grin on such occasions. But Mr Bush 
seems to take a real delight in mixing with the voters, and the 
effect is disarming. A gnarled and bearded man in cowboy boots 
reels back from the reception line, as though recovering from a 
brush with royalty. Fumbling for words, he mutters, “I really like 
the man ... He has a personality that feels real good.” 

Up on the podium, the Bush magic fades a little. He speaks 
competently, and gets a laugh for his promise to abolish tax on 
nappies; he talks at length about his passion for education, and 
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gets a respectful hearing. He wants a tax exemption for small 
businesses and a tax break for property owners: boilerplate Re- 
publican stuff. Then comes his favourite theme, personal 
responsibility: “I worry about a culture which says, ‘If it feels 
good do it, and if you have a problem, blame someone else.’ ” 
Criminals should know that they will serve long sentences in 
prison. Absentee fathers should know that they will be obliged to 
pay child support. Teenagers should know that “there is honour, 
not shame, in abstaining from sex until you are married.” 

If Mr Bush makes up his mind to run for president—if he 
commits himself to living “in the bubble”, as he calls it—this talk 
of personal responsibility will be at the centre of his campaign. 
Few subjects get him so worked 
up; and, given Mr Clinton’s woes, 

seem so politically oppor- 
tune. The baby-boom generation, 
as Mr Bush sees it, has stained 
America with moral laxity: with a 
foolish tolerance for casual sex 
and drugs. The challenge for baby- 
boomers, he continues, is to de- 
vote their mature years to revers- 
ing this error. And who better to 
lead the change than a man who 
speaks boldly from the bully pul- 
pit? In his stump speech Mr Bush 
pledges “to elevate the spirit of 
Texans”. Perhaps, a year from 
now, he will be promising to do 
the same for all Americans. 

Yet this transition will be per- 
ilous. So long as he stays in Texas, 
Mr Bush can preach without fear 
of challenge: his popularity pro- 
tects him from hard questions. If 
he runs for president, this is less 
certain. People may ask why teen- 
agers should heed advice that the 
governor himself did not live by: though Mr Bush is now a teeto- 
taller and devoted family man, he freely concedes that his youth 
was not like that. He admits to “drinking and carousing”; he 
once drove his car into his neighbour's rubbish bin after a good 
night. He did not abstain from sex before marriage. He may well 
have inhaled. 

How will Mr Bush deal with rude attacks upon his back- 
ground? The governor is utterly unfazed by this question: “I'll 
tell them I grew up,” he says. And then he launches into a speech 
that makes his own switch to married responsibility seem like a 
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metaphor for the country. "The question for baby-boomers is, | 


did you learn from your mistakes? I know how I behaved as a 
child; I readily concede it was childish behaviour. But, as gover- 
nor, I have upheld the dignity of my office." 

In sum, Mr Bush wants to pose as the anti-1960s candidate, 


and so succeed a president whose sexual licence seems to reek of. | 


that decade. Some Americans, sick of Mr Clinton's self-indul- 
gence, may warm to this message. But more may conclude, as 
they contemplate the smiling governor of Texas, that the sixties 
were not so bad after all: that it is possible to make hay as a 
youngster and to become a fine adult. The governors stump 
speech urges sexual abstinence; the governor's life sends a more 
muddled signal. Mr Bush needs to search harder for a message 
before he forsakes the laid-back rhythms of his home state. 
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Bolivia goes to war 
against coca 


LA PAZ 


Bolivia's government is determined to stop its farmers growing a traditional 
and profitable crop—coca. Succeed or fail, the country may pay a heavy price 


HEY marched on the capital for many 

days and hundreds of kilometres in de- 
fence, as they see it, of their right to make a 
living. They got a flat thumbs-down. This 
month's march to La Paz—not the first of its 
kind—by Bolivia's cocaleros, its coca grow- 
ers, fizzled out into a hunger strike by a 
handful of the most resolute. No one ex- 
pected they would win their point, or even 
half of it: the government of ex-General 
Hugo Banzer Suarez, the country’s dictator 
in the 1970s but since last year its elected 
president, is determined to kill off illegal 
coca-growing by the year 2002, and has 
speedily unsheathed its machetes. 

The choice is not just President Ban- 
zer's. Governments before his have tried to 
get rid of what is, in Bolivia, a traditional 
crop. The United States made it clear that 
they, and now he, must go on trying, or else. 
The United Nations backs the attempt, in- 
deed likes to believe that it can succeed. 
True or (more probably) false, the social 
price may be high. 

If coca can be eradicated anywhere, Bo- 
livia should be the place. Unlike Peru or Co- 
lombia, it has only two significant coca- 
producing regions, and most of the crop 
that ends up as cocaine comes from only 
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one, the inland region across the Andes, 
low-lying and warm, known as the Cha- 
pare. This has been the focus of a ten-year 
effort at eradication. Yet progress has been 
negligible until now. 

The basic reason is that coca is today a 
money-spinning crop, and 
will remain so while cocaine 
remains illegal and high- 
priced. But Bolivia had a fur- 
ther reason: the compensa- 
tion paid to farmers to aban- 
don it. At $2,500 per hectare 
(2% acres), this encouraged 
others—or even the same 
ones—to plant more, and 
then be paid to stop. Though 
large areas were cut down, 
this illicit re-planting kept 
the total of land under coca stable at 
around 50,000 hectares. “No crop you can 
dream of offers that kind of return,” says an 
official, explaining why the payments are 
to be halted from the end of this month. 

“This year has been different from any 
in the past ten,” says Rene Bastiaans, head 
of the UN’s anti-drugs effort in Bolivia. The 
reason seems to be political will. The 
Banzer government's “Dignity Plan" to rid 
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Bolivia of its narcotics links is broadly a re- 
iteration of a 1988 law, which set out to re- 
duce coca cultivation by up to 8,000 hect- 
ares annually. The new plan goes further, 
aiming also at the supply of the precursor 
chemicals used to refine the drug and at 
money laundering. But its essence is to get 
rid of the crop, and new techniques, and 
measures, are being tried to do so. 

It has been hard in the past even to mea- 
sure whether eradication was working. 
New plantations were for ever springing 
up, and Bolivia has no real census of land 
use. That is still true. But satellite technol- 
ogy has advanced, and is being put to use. 
And pressure on the cocaleros has been in- 
tensified by increased policing, not just by 
the police but by the army. The results, say 
officials, are impressive. Over 3,000 people 
have been detained for coca-related or 
drug-related offences so far this year, as 
against only 1,000 in all of 1997. Some 
7,000 hectares of coca have been uprooted, 
and, even allowing for new planting, that 
means a net reduction of about 5,000. 

At what price, though? Critics of the 
anti-coca drive argue that the administra- 
tion, pledged to fight poverty, has instead 
launched a fight against the poor. In its 
500,000 hectares of cultivable land, the 
Chapare has nearly 40,000 under coca. It 
also has nearly 40,000 households, most of 
them poor. Switch all the land to conven- 
tional crops, and it is generally reckoned 
there is a tolerable living for only 25,000 
families. Where will the rest go? The govern- 
ment says it is looking for places for them 
in under-populated areas, and that it will 
also implement training programmes to 
enable some to get out of 
farming entirely. 

A new scheme, Commu- 
nity Compensation, replac- 
ing the old individual pay- 
ments for eradication, is 
intended to complement ex- 
isting efforts to encourage al- 
ternative crops and provide 
farmers with the technical 
know-how to make the most 
of them. Roads and bridges 
will be built (not least to 
help the new crops to market), electricity in- 
stalled, schools and other infrastructure 
put in place, to help farm families break the 
coca habit. Well, fine, but it has all been 
heard before, and very little is yet on the 
ground. Coca now looks likely to be cut 
down much faster than the alternatives 
and all that goes with them are established. 

And then? Without the individual com- 
pensation payments previously available, 
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many families risk real hardship. Roberto 
Laserna, director of CERES, an independent 
social and economic research organisation 
that has carried out studies in the Chapare, 
believes the rush to eradicate coca is “incu- 
bating the conditions for conflict." 

He is not even convinced that replace- 
ment with alternative crops is truly viable. 
He may be mistaken, and let's hope so, for 
Bolivia's sake (and Colombia's, which, hav- 
ing achieved little with its aerial spraying of 
coca, is looking to the same miracle rem- 
edy). But even if he is, the thousands of fam- 
ilies now dependent on coca growing can- 
not wait for time to prove it. 

The risks are plain, and should worry 
those in charge. The near future will proba- 
bly see increased migration to poor urban 
areas, and perhaps the flight of coca grow- 
ers to more remote regions that are harder 
or impossible to police. Trouble over coca 
eradication has already claimed a few lives, 
sporadically, on both sides. It could yet be- 
come systematic armed conflict. 





Mexico 


To crown all, 
the weather 


T HE financiers were worrying about the 
fall ofthe peso, the yo-yoing ofthe stock- 
market and the upward swoops of interest 
rates. The political class was intrigued by 
September 14th's three-party agreement to 
sort out the obscure convolutions of the 
Fobaproa bank bail-out. Most Mexicans on 
the 16th were celebrating Independence 
Day. Down in Chiapas, where pesos are 
few, reasons for celebration fewer and bail- 
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outs for those who lack either fewer still, hu- 
mankind has had to worry about some- 
thing more basic: staying alive. The eight 
days of torrential rainfall that began on 
September 4th, drenching the Pacific side 
of the state—parts of it with a year's normal 
supply in 24 hours—killed at least 400 peo- 
ple, and left some 800 missing. Over 
100,000 were, at least temporarily, left 
homeless, and huge numbers have lost 
their goods, livelihoods or both. 

It was Mexico's worst natural disaster 
since the huge earthquake that killed thou- 
sands in the capital in 1985, and far more 
destructive and deadly than the hurricane 
that struck Acapulco late last year, though 
far less reported. To many Mexicans, Chia- 
pas, its poverty and its Zapatist rebels are 
like Czechoslovakia to pre-1939 Britons, a 
far-off country of which they know little 
and would gladly hear less. Whereas rich 
people and foreigners go to Acapulco. 

The destruction—by the latest count, 22 
bridges down and 18 more damaged, 450 
kilometres of main roads damaged and 
3,500 of minor ones, besides many hun- 
dreds of schools and tens of thousands of 
houses—was mainly due to rain, swollen 
rivers and floodwater. But, as so often in 
this year of El Nino in hilly regions of Latin 
America, many of the deaths and the real 
horrors came from mudslides. In parts of 
some villages, only rooftops were reported 
visible above the engulfing mud. 

The relief effort—far harder in this re- 
mote and little developed region than the 
efforts made for Acapulco—was reasonably 
quick off the mark and effective. But, pre- 
dictably, politics soon raised its head. Presi- 
dent Ernesto Zedillo, visiting the scene of 
the disaster, denounced both those who 
might seek “to make political propaganda 
with untruths and unfounded attacks” and 





any in charge of relief who might choose to 
direct it only to their political friends. The 
second of these mischiefs was just what was 
happening, maintained a human-rights 
group attached to the state’s Catholic bish- 
opric of San Cristobal de las Casas— 
thereby, said the president’s supporters, 
proving itself guilty of the first. 





Brazil 


Why the left 
isn't winning 


ROM the start of the campaign, Presi- 

dent Fernando Henrique Cardoso has 
sought to turn his bid for a second term, in 
next month's election, into a referendum 
on the real, the strong currency he invented 
as finance minister in 1994. His message 
has been simple: thanks to the real and 
price stability, under his leadership Brazil 
will be able to move forward to tackle un- 
employment and other social problems. 
Now the real is gravely at risk, you might 
expect his prospects of re-election to be so 
too. Yet they are not. Why not? 

In the past three weeks, amid capital 
flight and mounting alarm, verging at 
times on panic, the government has had to 
raise interest rates twice, ferociously, and to 
announce emergency cuts in spending. 
Even so, foreign reserves, the real's last de- 
fence against devaluation, went on drain- 
ing out. Though the stockmarket—aided by 
the Dow and other outside sources—has 
since picked up, the moneymen had de- 
clared no-confidence in Mr Cardoso's eco- 
nomic management. 

Yet he still appears to be cruising to vic- 
tory. Early this month, an Ibope poll re- 
corded 47% support for him, up from 44% 
a week before, while his chief rival, Luiz 
Inacio Lula da Silva, of the Workers' Party, 
had drifted from 25% to 23%. With a 13- 
point margin over all other candidates 
combined, Mr Cardoso seemed sure of out- 
right victory on October 4th, and so of the 
strong mandate he needs to take further 
tough action to save the real. 

With two weeks to go, Mr da Silva's slim 
hopes rest on picking up enough votes to 
enforce a run-off. Heading a left-wing coali- 
tion, he has tried to extract mileage from 
the financial crisis. Campaigning last week- 
end in the poorer suburbs of Rio de Janeiro, 
he attacked Mr Cardoso for giving in to “in- 
ternational usury”. Rather than higher in- 
terest rates, he wants new capital and ex- 
change controls, and a crack-down on 
“superfluous” imports. Many Brazilians— 
including some in Mr Cardoso’s govern- 
ment—agree. More may come to, as the in- 
terest-rate increases bite, hitting instalment 
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f payments on cars and household goods, 
. and causing middle-class grief. And Brazil 
. is indeed heading for recession. But so far 
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| ad the opposition. 
Only in two of Brazil's 27 states does Mr 
da Silva stand a chance of outpolling Mr 
Cardoso: in Rio de Janeiro and Rio Grande 
do Sul, the historical homes of trabalhismo 
(labourism), the ideology built by Getulio 
Vargas, Brazil’s modernising mid-century 
dictator. It was one of few ideologies ever to 
< prosper in this pragmatic country. But it 
-_ has long been in decline; now, as ever, most 
«Brazilian politicians are happy to make a 
- deal with the government, whoever may be 
. running it. 
-* . Mr Cardoso has been a popular presi- 
. dent, and has achieved much, for all Bra- 
. zils present difficulties. Most Brazilians 
 simplyassume he will win, and are less un- 
- happy at that prospect than any of the alter- 
: natives. And they are already bored with an 
election campaign which, vastly expensive 
-. though it is, has never really warmed up. 
-.. Mr Cardoso has held only a handful of elec- 
`- tion events, concentrating on being presi- 
- dent rather than candidate. Though all tele- 
< vision channels must, by law, carry two 
<- hours a day of free campaign propaganda, 
` journalists’ attention has switched to the fi- 
< nancial trouble. On top of its own defects, 
< the opposition has had to struggle against 
this lack of interest. “It’s as if we were in a 
-.. World Cup and the television wasn't trans- 
- mitting it," Jose Dirceu, the Pr chairman, la- 
. mented to local journalists last weekend. 
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Canada 
No Ivory towers 


OTTAWA |. 


HE old expression "town and gown", 

suggesting that commerce and universi- 
ties exist in worlds apart, has no currency in 
Canada today. Most of the 580,000 full- 
time students who returned to its 91 univer- 
sities this month found corporate sponsors 
there in force to greet them. 

The University of British Columbia has 
done a series of lucrative deals, choosing 
Canadian Airlines as its official carrier and 
the Royal Bank as the only banker on cam- 
pus. Coca-Cola has become the exclusive 
vendor of such drinks in several universi- 
ties, aided by a student boycott of PepsiCo 
for its involvement in Myanmar. At Carle- 
ton University, students walking the tun- 
nels between buildings to avoid theOttawa 
winter face advertisements for cars and 
jeans; its showpiece College of the Human- 
ities was set up in 1995 with a fat grant from 
a tobacco-based conglomerate, Imasco. 

It's inevitable, university officers say, as 
they look to industry for deals on office 
equipment or gifts of cast-off computers 
from high-tech firms. Under Canada's con- 
stitution, education is a provincial respon- 
sibility. The federal government has cut its 
transfer payments to the provinces, so 
nearly all have in turn cut funds for the uni- 
versities, forcing these to look elsewhere. 

Where? As a first resort, some have 
raised tuition fees. in Ontario, for instance, 
the University of Toronto this year raised 
fees by the full 10% allowed by the provin- 
cial government across a broad swathe of 
courses, and by more—with discounts for 
students already on the roll—for other 
courses for which no limit was fixed; in law 
and medicine, the rises were a whopping 
55% and 61% respectively for new students. 
Few universities could risk being as fierce 
as that: all knew that sharp rises would put 
their enrolment at risk. But though efforts 
are made to temper the wind to the poorer 
students—Toronto offers a new C$2,000 
($1,330) grant—rising fees are here to stay. 

Some universities have set out to win 
funds from government or industry for re- 
search: Queen's University, in Kingston, 
Ontario, in 1997-98 got C$63m ($42m), a 
third of its operating budget, this way. Oth- 
ers hope to widen their intake: the Univer- 
sity of Windsor, next-door to Detroit, has 
gone after American students attracted by 
the sliding Canadian dollar and the slogan 
"Study here and go home for supper". 
Wilfrid Laurier University in Waterloo, 
west of Toronto, plans a branch campus 
next year in Brantford, 40 kilometres (25 
miles) away. Ottawa's Carleton is to launch 
a fast-track diploma course in interna- 
tional tradein Toronto, 360km from home. 



















Carleton, born in T 19405; is 
cosm of the university turmoil. O 
University, 150 years old in Augu 

ago took the lead in the traditional spec 
ities of law and medicine, and is now bi 
ding for the high-tech market. So what 
could Carleton do? Some years ago its mod- 
est admission standards for arts courses 
(engineering was always tougher, andano 
less modest ranking in a magazine survey, — 
earned it the nickname "Last niea .By 
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nomics, law and social work in a single ... 
new faculty of “the civic professions", as. 
the university's vice-president calls them: 
Ottawa also has many telecoms and soft- 
ware firms; so Carleton is concentrating on 
these areas ofhigh technology too. = > 
This has not been painless: some pro- - 
grammes—in classics, religion and Et iro- 
pean languages and literature—have been - 
closed. But there are early signs of success, 
notably in one priority, to push up sharply 
the proportion of honours graduates, who 
bring in twice as much provincial funding 
as a pass student. Yet Carleton's target of a 
first-year enrolment of 4,800 students by 
2000 is still in doubt, in part because 
higher fees and fewer government scholar- 
ships have cut the number of foreign stu- _ 
dents (as indeed they have across Canada, : 
from 38,000 to 32,000 in four years). Carle 
ton, like universities across the land, wil 1 
still be looking for corporate cash. 
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HAVE TO 
SACRIFICE EVERYTHING 
FOR AN MBA. 


(Like, for example, a paycheck} 


You should consider, instead, a unique program that combines sophisticated interactive distance 
education with face-to-face residential classroom sessions on four continents. So you can earn 
a Global Executive MBA — from Duke University, no less — without having to take time off 


from your job. To learn more, simply call 919.660.7804, or visit www.fuqua.duke.edu. 
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The Turkish-Israeli affair 


ANKARA AND JERUSALEM 


Their relationship, say Israel and Turkey, is to promote stability, not to hurt 
anybody else. Tell that to Syria, and Greece too, for starters 


HAT binds together Turkey, the suc- 

cessor to a great Muslim empire, and 
Israel, the Jewish occupant of Islam's third 
holiest city? Their commitment to par- 
liamentary democracy and free trade, 
purred diplomats when Mesut Yilmaz, Tur- 
key's election-seeking prime minister, vis- 
ited Binyamin Netanyahu, his Israeli coun- 
terpart, last week. No doubt. But both 
countries, both lonely, have other agendas. 
Both of them, under their current prime 
ministers, have begun to look for different 
paths than those pursued until now. 

Mr Netanyahu is trying to rewrite the 
Middle East peace process drawn up by his 
predecessors, Shimon Peres and the late 
Yizthak Rabin. Turkey, for its part, has been 
obliged by Europe's unfriendliness to look 
beyond membership of the European 
Union—the Turks’ traditional foreign-pol- 
icy objective—for other means of safeguard- 
ing its security and prosperity. America is 
benign, but far away. The Arabs turn from 
Turkey with suspicion. Israel looks to be the 
natural alternative choice. 

A military co-operation pact between 
the two was signed in 1996. Both sides re- 
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gard it impolitic to talk of an alliance, and 
indeed neither is pledged to go to the oth- 
er's defence. But their relationship— not yet 
quite a marriage though the two are cer- 
tainly going steady and are no longer as ca- 
gey about it as they were—is being ce- 
mented as one of the Middle East's most 
serious geopolitical axes. 

Even $0, many Turks, who hope one day 
to mend their relations with their Muslim 
neighbours, reacted nervously when Mr 
Netanyahu was reported to have used that 
term "axis" (he denies that he did). Hence 
the anxiety to extend the two-way partner- 
ship to a triangle including Jordan. Mr Yil- 
maz's warm reception in Tel Aviv was pre- 
ceded by a friendly welcome to Amman. 
Jordan's participation would make the 
Turkish-Israeli link look less anti-Arab. 

But Syria, the only country that shares a 
border with both Turkey and Israel, does 
not see it this way. The Syrians believe that 
the pact was aimed at them. Their com- 
plaints grew in volume this January when 
the Turkish and Israeli navies conducted 
joint manoeuvres in the southern Mediter- 
ranean. These search-and-rescue exercises 
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are to be repeated, probably at the begin- 
ning of next year. When they are, Jordan is 
expected to take part. 

Syria’s suspicions are fairly well- 
grounded. Mossad, Israel’s military intelli- 
gence service, shares information on Syria 
with its Turkish equivalent. And Turkey, 
which suspects Syria of supporting the 
Kurdish guerrillas who have spent the past 
14 years fighting its army, does not try to 
conceal its enmity. In Israel, when the two 
prime ministers were asked to respond to 
Syria’s denunciation of their talks as “hos- 
tile to the Arab world”, Mr Yilmaz barked: 
“Anyone who speaks about hostility 
should focus on the policies of the Syrian 
government that encourages separatist ter- 
rorism in the region.” 

Other countries share Syria’s fears. 
Egypt is dismissive of the link. When it was 
announced from Jerusalem that an invita- 
tion would be extended to Egypt to join the 
coming sea and air manoeuvres, Egypt's 
foreign minister, Amr Moussa, responded 
angrily: “There has been no invitation and 
there had better not be one. We regard this 
as untimely, negative and unhelpful to ef- 
forts to revive the peace process.” The Arab 
League, meeting on September 16th, 
damned the Israeli-Turkish bond which, it 
said, “exposes Arab national interests to 
real danger and brings the region back to 
the policy of axes and alliances.” From a dif- 
ferent angle, Greece and Cyprus have 
voiced their concern: Israeli leaders were at 
pains to deny news reports that Turkish pi- 
lots were being trained in Israel against an 
eruption of Greek-Turkish hostility. 

For obvious reasons, Turkey has found 
it convenient to play up the economic di- 
mension of the new partnership. Mr Yil- 
maz, in his visits to Amman and Tel Aviv, 
was accompanied by scores of business- 
men and completed several bilateral agree- 
ments. He and Mr Netanyahu set a target of 
doubling their two-way trade next year to 
$2 billion. Israel has expressed interest in 
investing in such unobjectionable con- 
cerns as agriculture and hydro-electric 
power. But by far the fastest growing busi- 
ness between the two is the sale of arms. 

Israel’s aviation industries are benefit- 
ing from Turkey’s attempts to reduce its de- 
pendence on arms bought from America. 
They won a $700m contract to upgrade 54 
Turkish F-4 aircraft, and another to mod- 
ernise Turkish F-5s. Israeli firms are in the 
running to sell Turkey an early-warning ra- 
dar system, and to manufacture, in partner- 
ship with the Turks, 1,000 tanks and some 
helicopters. Moreover, the two air forces are 
to have joint training exercises, and Israeli 
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pilots will have regular use of Turkish air- 
space for training and intelligence gather- 
ing. Turkey's gains seem more modest but it 
was pleased to have the support of the pow- 
erful Jewish lobby in Washington, which 
earlier this year helped to get Congress to 
unfreeze the sale of two frigates. 

The mantra repeated endlessly by Mr 
Yilmaz and Mr Netanyahu is that "these re- 


lations are not directed against any other 
state. They are meant only to promote 
greater stability in the region." The Turks 
make a point of insisting that a true re- 
gional alliance can flourish only when Is- 
rael and its Arab neighbours have con- 
cluded their peace agreements. True, but in 
the meantime, Turkey, Israel and, perhaps, 
Jordan have quite a cosy arrangement. 





Algeria 


Pushed or did he jump? 


Military in-fighting is probably the reason why Liamine Zeroual, who was put 
into power by the army, is now leaving prematurely 


HY is Algeria's President Liamine 

Zeroual cutting short his term in of- 
fice by nearly two years? On September 
uth, Mr Zeroual told Algerians that presi- 
dential elections would be held by next 
February, and that he would not bea candi- 
date. He gave no reasons other than his de- 
sire to strengthen democracy. But few be- 
lieve that democracy, or presidential ill- 
health, have much to do with it. The most 
credible explanation lies in the persistent 
clan fighting in the top ranks of the army. 

The army, which remains the real 
holder of power, has always preferred to 
govern from the shadows, with rival mili- 
tary clans pulling the strings of politicians 
and journalists. Algerians call the army la 
grande muette, the great silent one. Not- 
withstanding the dearth of military pro- 
nouncements, it has long been understood 
that Mr Zeroual, a retired general, does not 
have the support of all his senior military 
colleagues. Throughout his presidency, 
there have been rumours of disputes that 
pit him and his aides against the powerful 
chief of staff, Lieut-General Mohamed 
Lamari, and the group of serving and re- 
tired officers who surround him. The dis- 
putes revolve around a bevy of issues, 
above all the handling of the Islamic insur- 
gency that has raged since 1992. 

Mr Zeroual was chosen by the army as 
head of state in January 1994, two years af- 
ter it had created a constitutional void by 
aborting parliamentary elections to stop 
the now-banned Islamic Salvation Front 
(Fis) from winning them. In 1995, he was 
the army’s candidate at Algeria’s first con- 
tested presidential election, which he won 
on the promise of stemming the blood- 
shed. He was initally seen as supporting a 
negotiated settlement with the Fis, a 
dialoguiste as opposed to the hardline 
éradicateurs, among whom General 
Lamari is numbered, and his election was a 
moment of optimism in seven years of un- 
relieved grimness. But the optimism soon 
dissipated as the violence increased and 
the political system remained as opaque as 
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ever, despite Mr Zeroual's change of con- 
stitution and holding of elections. 

Is the president now being pushed out, 
having lost the power struggle? Has he 
given up in frustration? Or is his announce- 





Lamari, the pusher 


ment a manoeuvre in a continuing politi- 
cal game? Whatever the answer, there is no 
doubt that the pressure on Mr Zeroual has 
been mounting. 

First there was a campaign against his 
prime minister, Ahmed Ouyahya, with an 
attempt to blame him, a civilian with little 
real power, for the security forces' failure to 
prevent the civilian massacres which con- 
tinue to bloody the Algerian countryside. 
Then, this summer, the army's clan warfare 
spilled on to the pages ofthe Algerian press, 
with a sustained campaign against Mr 
Zeroual's right-hand man and security ad- 
viser, General Mohamed Betchine. 

Next, the trade union federation threat- 
ened a general strike—and few believe that 
the union is not being used by Mr Zeroual's 
enemies. A social explosion is quite possi- 
ble. Soaring unemployment, the poverty 
caused by a recently-ended IMF economic 
adjustment programme and the sense of 
hopelessness and exclusion felt by the 





country's predominantly youthful popula- 
tion are all factors that make Algeria's 
streets inflammable. 

Nobody doubts that the next president 
will be the candidate of one or other clan in 
the army. But the jockeying for position in 
the coming months will further unsettle a 
country already suffering from daily vio- 
lence and paralysis in decision making. 

Yet western diplomats express relief 
that Mr Zeroual is being replaced through 
constitutional means. Both Europe and the 
United States prefer not to look too closely 
at the army's political role—and the army 
seems aware that this tolerance depends on 
the semblance of a democratic process be- 
ing kept in place. 

So far international pressure on Alge- 
ria, a big oil and gas producer, has been 
minimal. The latest sign of this is the report, 
released this week, of the United Nations 
information-gathering mission, headed by 
a former Portuguese president, Mario 
Soares, which was sent to Algeria this sum- 
mer. The team's mandate was severely re- 
stricted: no investigation, only informa- 
tion-gathering, and no meetings with 
representatives of the Fis. Also, whatever 
the outcome of the mission, there was to be 
no follow-up. 

In the event, the report has already been 
blasted by Amnesty International as a 
“whitewash”. It calls for increased account- 
ability by the Algerian security forces, but 
does not address the army’s extraordinary 
failure to prevent massacres. The limits 
placed on the mission meant that it was un- 
able to verify any of the claims and counter- 
claims it heard in Algeria. Many of its state- 
ments are prefaced with phrases like “we 
were told”, or “we heard”. Its conclusion is 
that Algeria should strengthen democracy 
and generally do better on human rights, 
including “changing the mentality of the 
police, the army and the judiciary”, but that 
it should still benefit from international 
support in its fight against terrorism. This, 
it seems, spells out the current limits of the 
world's desire to scrutinise Algeria. 





Morocco 
Road to freedom 


RABAT 


HE French call it cohabitation; in Mo- 

rocco, where the current head of govern- 
ment is also an old foe ofthe head of state, it 
is called alternance. The difference is that 
King Hassan, unlike President Chirac, can 
alter his prime minister whenever he 
wants, not just when voters tell him to. 

Since assuming the throne in 1961, King 
Hassan has rarely chosen to alter things. 
This has brought a degree of stability that is 
unusual for the region. But Moroccans have 
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Telling the news, as it is 


DOHA 


pre fellow-Arabs used not to take 
the tiny Gulf state—population, 
Not 
enough of them to fill a luxury hotel, they 
sniffed. Now, with alJezira (the penin- 
sula), a Qatari-based satellite channel, air- 


"'600,000—very seriously. 


ing the Arab world's dirty laundry, the 
joke has been turned on the mockers. 

The television station interviews dis- 
sidents and exiles from all over the Mid- 
dle East, screens lively debates between 
government and opposition, and tries to 
report the news impartially. None of this 
may be shocking stuff by international 
standards but it is revolutionary for the 
region. Millions of ordinary Arabs are 
turning to the channel for their news— 
while their infuriated rulers turn to the 
Qatari government for an explanation. 

On the Middle East's state-controlled 
channels, the news is turgid. Dour 
anchormen mumble monotonously 
about the exhibit of watercolours on mili- 
tary themes opened by the defence minis- 
ter. Controversial topics, whether domes- 
tic or international, are given one-sided 
treatment or else ignored. And although 
most Arab villages now boast a satellite 
dish or two, the fare to be had on satellite 
channels is not much better. The Saudi 
owners of MBC, al-Jezira’s main rival, 
steer it away from touchy subjects—and 
most people do not speak enough English 
to follow CNN or the BBC. 

No wonder, then, that people all over 


paid a price. Political freedom has been 
limited and social disparities have grown 
ever starker. So, in March this year, the king 
surprised even his critics by choosing 
Abderrahmane Youssoufi, a venerable op- 
position socialist and a former political 
prisoner, to be prime minister. The move 
marked a precedent for Morocco—and also 
for the non-pluralistic and non-democratic 
Arab world as a whole. 

Mr Youssoufi’s party, the Socialist 
Union of Popular Forces, controls only a 
third of parliamentary seats. His seven- 
party coalition cabinet is fragile. The for- 
eign and interior ministries still belong to 
royal appointees. With government sala- 
ries absorbing half the state budget and 
debt-service another third, the socialists en- 
joy scant room for dramatic change. 

Nevertheless, Mr Youssoufi's govern- 
ment has won high marks for trying. Fund- 
ing for health, housing and education has 
risen. Reforms are slowly reducing bureau- 
cratic inefficiencies, even in the notori- 
ously laggard legal and tax systems. At the 
same time, Morocco has stayed the course 
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the Middle East are tuning in to al-Jezira. 
Anyone who can afford $200 or so for a 
satellite dish can watch it. Although no 
audience estimates exist, diplomats 
reckon it is the most popular channel not 
only in the Gulf but as far away as North 
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Africa. The station’s two flagship pro- 
grammes—“More Than One Opinion", 
which features panel debates, and “Op- 
posite Directions", in which people ques- 
tion rival politicians—provide many Ar- 
abs with their only chance to hear an 
opposition spokesman. 

No wonder, too, that Arab leaders are 
getting jittery. Officials at Qatar's foreign 
ministry say they have received com- 
plaints from every Arab country save Leb- 


of the economic liberalisation it launched 
in 1991—a course that earned it $1.2 billion 
in direct foreign investment and a 50% rise 
in its stock-exchange index last year. As a 
sign of approval, the World Bank is releas- 
ing $350m in loans this fiscal year, most of 
it earmarked for social programmes. 

The benefits of economic reform take 
time to sink in. By contrast, the relief 
brought by a liberalised political climate 
has been immediate. Morocco has long had 
a frightful human-rights record. Now it has 
a minister of justice who once headed the 
country’s largest human-rights organisa- 
tion. Not only have virtually all political de- 
tainees been released, but some have filed 
suit against the state for damages. 

Even so, the long legacy of oppression 
leaves lingering doubts. While nobody 
challenges the king’s authority, many Mo- 
roccans question his motives. Perhaps he 
plans to give the socialists just enough rope 
to hang themselves, say some. Others be- 
lieve that he is using Mr Youssoufi to keep 
the left quiet while security forces put the 
squeeze on their mutual enemy, the Islam- 
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anon. A heated debate in which an Iraqi 
official got the better of his Kuwaiti coun- 
terpart prompted a furious protest from 
Kuwait’s government. The Moroccans 
fussed over a face-off between their repre- 
sentatives and members of the Polisario 
Front, which is campaigning to free West- 
ern Sahara from Moroccan control. The 
regimes in Algeria, Tunisia and Syria 
have all griped about the platform given 
to their outlawed opposition movements. 
Even the United States, claim Qataris, has 
registered displeasure over the sympa- 
thetic coverage of Iraq. 

The Qatari government seems deter- 
mined, for the most part, to ignore the 
complaints. The emir, Sheikh Hamad, 
who annoys his fellow-autocrats with his 
calls for democracy, seems to revel in the 
attention. Although he founded al-jezira 
by decree, and appoints the board of gov- 
ernors, he leaves the day-to-day running 
in the hands of the staff, many of whom 
were recruited from the Bac when it gave 
up its Arabic television service. The chan- 
nel is even expected to pay its own way 
once the government's five-year start-up 
grant expires in 2001. 

But there are limits to al-Jezira's free- 
dom. Journalists based in particularly re- 
pressive countries, such as Iraq and Syria, 
do not dare report the nastier excesses. No 
Saudi dissidents find their way on to the 
channel, which has contracted its ad- 
vertising sales to a Saudi firm. And the 
previous emir of Qatar, who was deposed 
in 1995 by his son, Sheikh Hamad, has got 
no publicity for his campaign to get him- 
self reinstated. 


ist movement. Morocco has so far suc- 
ceeded in containing militant Islam, but 
high unemployment preserves its appeal. 

Others complain that progress towards 
a more equitable society is too slow, and 
that restrictions on political freedom are 
still heavy. The impatience for change is 
palpable. "We have waited too long," says a 
rural development worker. "We want to 
reap rewards, even if we are only just begin- 
ning to sow." It is not hard to see why. In the 
countryside, female illiteracy approaches 
75%. Some 5,000 of Morocco's 35,000 vil- 
lages have no safe drinking water. The offi- 
cial unemployment rate is 17%, but among 
the young it is so severe that dozens die ev- 
ery year attempting to sneak across the 
Straits of Gibraltar to Europe. 

At least such problems are now openly 
addressed. Morocco's liberal experiment 
may be hesitant, but it suggests a trend to- 
wards better governance and a more open 
society. This makes a glaring contrast, not 
just with neighbouring Algeria, but with all 
other Arab countries too. 
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Eritrea and Ethiopia 


Spit and slug 


HE battlefront between Ethiopia and 

Eritrea has now been quiet for more 
than two months. Nobody believes that 
peace has broken out. On the contrary, ev- 
erybody is waiting for the rain to stop, and 
for the fighting to begin again. 

The first round, a series of border 
clashes, began on May 6th. It came as a 
shock. The leaders of the two countries—Er- 
itrea's Issaias Afwerki and Ethiopia's Meles 
Zenawi—were close allies in the long years 
of war against the dictatorship of Mengistu 
Haile Mariam. After their joint victory, 
Ethiopia agreed to Eritrean independence 
with grace and goodwill. Were not these 
two rulers shining examples of the new 
breed of African leader? 

Round two, when Eritrean aircraft 
bombed a school at Mekele and Ethiopian 
aircraft hit the airport at Asmara, Eritrea's 
capital, brought home the fact that this was 
war, not a border skirmish. The United 
States and Rwanda, allies of both countries, 
dispatched a peace-making team, which 
called on both sides to pull their troops 
back and seek arbitration. But the Eritreans, 
who had advanced farther than the Ethio- 
pians, refused, saying they wanted a 
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ceasefire and a negotiated de- 
marcation of the border. The Orga- 
nisation of African Unity then 
made its bid, calling for with- 
drawal and sending a delegation 
to negotiate with both govern- 
ments. It is to present its proposals 
shortly. But both sides are still spit- 
ting at each other, determined, it 
seems, to fight again. 

How did relations between for- 
mer allies turn so sour so sud- 
denly? Eritrean independence was 
agreed by the leaders of the present 
governments when they were still 
fighting a guerrilla war in the late 
1970s. In 1991, when Mr Mengistu 
was overthrown, Eritrean indepen- 
dence was de facto but, like an amicable di- 
vorce, it became de jure without a properly 
drawn-up settlement. The ownership of 
many things, including long sections of the 
border, was never agreed. The two govern- 
ments adopted different political and eco- 
nomic systems and when their interests 
conflicted—when, for instance, Eritrea 
launched its own currency last Novem- 
ber—the friendship turned bitter. Now it is 
as if they were about to fight the real war of 
Eritrean independence. 

When the shooting war died down in 
late June, Eritrea held more ground but 
Ethiopia was ahead in the moral stakes: 





| 


Paradise threatened in Mauritius 


PASSIONATE row about prices and 
| taxes is tearing at Mauritius, an In- 
dian Ocean island that is slightly less 
than paradisical at the moment. This 
month, its antiquated sales tax was, at 
long last, replaced by a 10% varT levy. Fis- 
cal sense, but it has opened a box of prob- 
lems which neither the prime minister, 
Navin Ramgoolam, nor the ruling La- 
bour Party, have been able to solve. 
Afraid of a return to double-digit in- 
flation, stoked by greedy retailers itching 
to slap vAT on just about everything and 
push up prices even higher than the tax, 
the government has come up with plans 
to re-introduce price controls. But its 
consumer protection bill is as unlikely to 
insulate the average islander from infla- 
tion as it is to foster honourable competi- 
tive practices. Nor is the mandatory 
prison sentence for offenders calculated 
to make the government loved. 
Outraged businessmen do not be- 
lieve that rising inflation will be quelled 
by the bill. They point to the latest rise in 
civil-service salaries, announced re- 
cently by the Pay Review Board, which 
alone, they say, will add 2% to inflation. 
They add that at a time when foreign in- 


vestment is hard to come by, anachronis- 
tic measures will not be welcomed. 
Their criticism concentrates on 
Labour's old-fashioned devotion to price 
controls. But scratch the surface and 
more sinister things appear. The bill, it is 
said, is really about the Ramgoolam ad- 
ministration’s determination to rein in 
Mauritius's big players: the sugar barons, 
textile giants and large hoteliers, most of 
whom are from the island's old colonial 
families. Seen this way, the price-control 
measure is designed primarily to court 
Mauritiuss Hindu majority, which 
tends to give its support to Mr 
Ramgoolam's Labour Party. | 
Although wealth and economic — 
opportunity are not as equitably distrib- 
uted as they might be in Mauritius 
(where are they?), tinkering with prices in 
the name of fair competition and con- 
sumer protection is seen by many to be 
irresponsible. Mr Ramgoolam may 
think that he can achieve two things at 
once: cap inflation and woo voters with 
a level commercial playing-field. He may 
be mistaken. What Mauritius needs, if 
GDP growth is to be kept at 5-6%, are less 
rigid labour laws and a civil service cull. 
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most people accept that it was Eritrea that 
had started the fighting. Both sides have 
continued to pour out propaganda, mostly 
about the persecution of their nationals. Er- 
itrea has regained some sympathy by 
claiming that more than 20,000 of its peo- 
ple have been deported from Ethiopia, of- 
ten brutally and on tenuous grounds. Some 
2,000 Eritreans have been detained in Ethi- 
opia and their property confiscated. 

Ethiopia and Eritrea are two of the 
poorest countries in Africa, but both have 
been furiously rearming. Ethiopia has 
turned to Israel to modernise its MiG-21 
fighter-bombers or supply refurbished 
ones; Eritrea has been seeking small arms 
from Bulgaria and Ukraine. There are also 
reports that Ethiopia's rebel movements, 
the Oromo Liberation Front and the Islam- 
ist al-Itahad, based in Somalia, have been 
invited by Eritrea to Asmara. 

Both Mr Issaias and Mr Meles are tough 
ex-fighters whose language rarely exceeds 
their intentions. At one time their personal 
friendship would have overcome a rela- 
tively trivial border dispute but now they 
both may be looking to victory to protect 
themselves. Mr Issaias, whose economic 
policies have brought little benefit to the 
country's ex-guerrillas, is using anti-Ethio- 
pian sentiment to build nationalism. Mr 
Meles, suspected by other Ethiopians of be- 
ing too soft on Eritrea, has had to prove he 
is a true defender of Ethiopia. His private 
letters to Mr Issaias in the lead-up to the 
border dispute were published and se- 
verely criticised at a meeting of the ruling 
party. Significantly, he has been left off the 
military council set up to conduct the war. 

While most allies of both countries are 
left shrugging their shoulders at what 
seems an unnecessary war, one neighbour, 
Sudan, has gained from it. Six months ago, 
its Islamist government was in peril, sur- 
rounded by American-backed enemies 
helping its rebels. Now, with Uganda to the 
south embroiled in Congo, and Eritrea and 
Ethiopia at each other's throats, the Suda- 
nese regime looks a lot safer. 
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EUROPE 


Russia's latest experiment 


MOSCOW 


tee ny Primakov’s government in Moscow takes shape, an uneasy calm 
. But there is little sign that the new team can solve the crisis 


r THE abandonment of reform the price 
of political peace in Russia? As a coali- 
tion fumbling for ideas under Yevgeny 
Primakov emerges, that certainly looks 
grimly possible. By September 17th, not a 
single leading economic liberal nor any 
well-known battler for democracy had 
been appointed to a big job. Among the 
prime minister's most prominent and vol- 
uble colleagues is the new central-bank 
boss, Viktor Gerashchenko, whose previous 
sojourn in the post, which he held between 
1988 and 1994, was marked by a propensity 
for printing money at will for dying indus- 
tries. Another key figure is Yuri Maslyukov, 
the last head of the Soviet Union’s much- 
reviled planning agency, Gosplan, who be- 
comes a first-deputy prime minister in 
charge of the economy. His pronounce- 
ments suggest nostalgia for the Soviet past. 

But some more reform-minded minis- 
ters have been kept on, including—at least 
for now—the finance minister, Mikhail Za- 
dornov. A middle-of-the-roader, Alexander 
Shokhin, has been made a deputy prime 
minister with an eye on finance. A brighter, 
younger, reformer, 34-year-old Vladimir 
Ryzhkov, has been given the poisoned chal- 
ice of social, labour and cultural affairs. 
And to enhance a sense of continuity, the 
key “power ministers”, the men who run 
defence, security and the interior ministry, 
have not changed. But Boris Fedorov, the 
last outspokenly radical reformer hanging 
on to his job, which involved trying to col- 
lect taxes, looks set for the chop. 

A mixed crowd, then. But so far the 
voices of the anti-reformers have been a lot 
more audible. Mr Gerashchenko’s early 
dicta were the most striking—and the most 
disheartening to reformers. He has already 
asked the Duma, the lower house of parlia- 
ment, to repeal a law that forbids the cen- 
tral bank to finance the government's defi- 
cit (in effect, by printing money). He has 
called for the return of currency controls on 
exporters’ earnings and has promised pref- 
erential treatment for the country's corrupt 
and incompetent commercial banks (see 
page 89), bankrupted by the default on rou- 
ble debt announced on August 17th. Rus- 
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sian savers recall that, in his earlier spell at 
the bank, he summarily cancelled high-de- 
nomination bank-notes, then withdrew all 
those printed before a certain date. 

Further raising the prospect of a dose of 
old-style state planning, a group of econo- 
mists which was prominent in the late-So- 
viet era under Mikhail Gorbachev now 
seems to have Mr Primakov’s ear. They sug- 
gest a “controlled emission” of new money, 
the indexation of wages and pensions, and 
curbs on imports. They also want to issue 
hard-currency bonds to domestic savers— 
an odd idea, seeing that nothing short of 
the knout is likely, in the present chaos, to 
induce Russians to lend their remaining 
dollars to the state. Mr Maslyukov, for 
his part, has argued for renational- 
isation, economic protection, and 
monopolies. 

As for democracy and 
cleaner government, a most 
alarming appointment is the 
reported nomination of Yev- 
geny Nazdratenko, the gover- 
nor of lawless Primorsky Krai 
(Maritime Territory) in Rus- 
sia’s Far East, as a deputy 
prime minister in charge of 
the regions. Reversing Rus- 


sia’s anarchic decentralisation is one of the 
few policies clearly spelled out so far by Mr 
Primakov. Presumably he believes poach- 
ers make the best gamekeepers. 

Still, none of this amounts to a return to 
communism or dictatorship. Plenty of de- 
mocracies have survived bouts of protec- 
tionism and inflation. And it is surely rea- 
sonable for him to decry the “awful divide” 
between Russia’s rich and poor. So far Mr 
Primakov has sounded anodyne. 

The real question is whether, if he does 
set off down the path apparently being 
mapped out by Messrs Gerashchenko and 
Maslyukov, he will change tack. “When 
they confront reality, they correct their 
ideas—that's the difference between these 
guys and real communists,” says Andrei 
Kozyrev, once foreign minister and now a 
liberal parliamentarian. Mr Primakov, for 
all his past Soviet loyalties (see page 66), is 
nothing if not adept at changing tunes. 

The most immediate worry, however, is 
that this expensive political peace will be 
short-lived and the government's learning- 
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curve soon broken by a social convulsion. 
Though the Communists, who dominate 
the Duma, backed Mr Primakov's nomina- 
tion, they may already be edging away from 
his government. They are still calling a gen- 
eral strike for October 7th, while demand- 
ing, among other things, “public control of 
the media". And they still want Boris Yelt- 
sin booted out of the presidency. 

Ordinary Russians still have plenty to 


complain about. Inflation has already 
raced to its highest monthly rate for six 
years. Unemployment is shooting up, espe- 
cially in Moscow. Winter is set to bring ex- 
ceptional hardship, especially in the prov- 
inces. Mr Primakov's first remedy—to pay 
wage and pension arrears with newly 
printed roubles—may give Russia, and his 
government, but the briefest and most illu- 
sory relief. 





Germany's election 


A Bavarian foretaste 


BONN AND MUNICH 


Does success for Helmut Kohl's allies in a state election in Bavaria mean he 
might, after all, win the upcoming general election? The omens are mixed 


WITHOUT really meaning 
to, Bavarian voters have 
gven Chancellor Helmut 
Kohl a handsome last-mo- 
ment boost for the German 
general election on Septem- 
ber 27th. Even so, it may not be strong 
enough to carry him back to office for an 
unprecedented fifth term. 

On the face of it, almost everything in 
the Bavarian poll on September 13th went 
the chancellor's way. The Christian Social 
Union, the Bavarian sister-party of Mr 
Kohls Christian Democratic Union, 
pranced off with 52.9%—0.1% more than it 





won in the previous state election four 
years ago. The party has long dominated 
Bavaria but after 1974 its whacking share of 
the vote gradually dropped. This time it re- 
versed the trend—just. 

Meanwhile, both the Social Democrats 
and the Greens, potential partners in Ba- 
varia and at federal level too, lost ground. 
The former dropped to 28.7% from 30% be- 
fore, a particular blow to Gerhard Schroder, 
the Social Democrat who aims to unseat Mr 
Kohl as chancellor. He had campaigned 
heavily in the state and, along with most 
opinion pollsters, reckoned the Social 
Democrats would pick up at least a few ex- 


tra percentage points this time. 

Does the poor showing in Bavaria im- 
ply that the Schróder campaign at national 
level is running out of steam? And that per- 
haps, with polls putting Mr Kohl's side lag- 
ging behind the Social Democrats by at 
least three points, the overall strength of 
support for the Social Democrats' candi- 
date is being overestimated? 

Not necessarily. Although Bavaria is the 
country's biggest and second most popu- 
lous state, with 12m people, it is also the 
worst possible one from which to draw 
conclusions about how German voters in 
general behave. With a strong sense of iden- 
tity which goes back centuries, it initially re- 
jected the (West) German constitution in 
1949 on the ground that it wanted more au- 
tonomy; it has gone on thumbing its nose 
at the federal government ever since. 

The truth is that while their Bavarian al- 
lies have given the Christian Democrats 
fresh heart, Mr Kohl personally did not 
emerge as much more of a winner from the 
Bavarian election than Mr Schroder did. 
There was only one real victor: the cocky 
state premier, Edmund Stoiber, an old rival 
of Mr Kohl who managed to get through the 
entire campaign without publicly men- 
tioning the chancellor's name. 

Tirelesly stumping from mountain 
meadow to beer hall, Mr Stoiber fired off 
figures aiming to show Bavaria is a paragon 
of low crime, low debt and low unemploy- 
ment (6.5%, against a national rate of 10.6%), 
attractive to investors and holiday-makers 





Watching out for Nazis 


BONN 


i Ps extreme right ison the march again 
| in Germany but happily it is not 
| united. Not so far, that is. Ironically, the 
flop of the xenophobic Republicans, who 
could manage only 3.6% in this week's Ba- 
varian election, could help change that— 
and make Hitler's heirs more potent than 
before. For the Republicans disap- 
pointed backers may now flee to the flash- 
ier German People's Union (bvu)or to the 
National Democrats (NPD). That in turn 
would make it easier for either or both in 
future to get the 5% of votes needed to win 
parliamentary seats. Since 1953 the far 
right has had no seat in the Bundestag. 
Still, it remains unlikely they will get 
any in the general election on September 
27th; but one or other might—just—in the 
eastern state of Mecklenburg-West Pom- 
erania, which is holding a poll for its local 
parliament on the same day. The DVU, 
founded and largely financed by a rich 
Munich publisher, Gerhard Frey, has al- 
ready had one shock success this year, 
picking up 13% of the vote in the eastern 








state of Saxony-Anhalt in April. The Na- 
tional Democrats won seats in as many as 
seven regional parliaments in the late 
1960s and then faded. But they too are 
making a comeback, thanks especially to 
an ultra-active youth wing. 

Alongside these extreme but still legal 
aa the ue far ae includes 





They’re still at it 


neo-Nazi groups (which, when banned, 
quickly tend to spring up in another 
guise), Wehrsport (war-games) societies 
and skinheads. The Federal Office for the 
Protection of the Constitution, which 
watches out for Nazi groups, puts total 
membership of these parties and groups 
at “only” about 50,000—but the figure is 
on the rise. So is the number of reported 
violent crimes, including manslaughter 
and arson, attributed to the far right—up 
by 27% last year to 790. 

Why? In part from a fear in western as 
well as eastern Germany of Uberfrem- 
dung (being “out-foreignered”). But in the 
east there are other reasons too: soaring 
unemployment (now 17.1%) and resent- 
ment at broken promises of western poli- 
ticians. Not least there is the authoritar- - 
ian legacy of Nazi and then communist 
dictatorship from 1933 to 1989, making 
people still more vulnerable to extremist 
tub-thumpers. In Saxony-Anhalt, the pvu 
hardly had to show up in the campaign at 
all—hence its nickname “the phantom 
party”. Leaflets and placards calling for 
expulsion of “foreign bandits” and “Ger- 
man jobs for Germans first” were enough 
to pull in its hefty support at the poll. | 














60 


THE ECONOMIST SEPTEMBER 19TH 1998 






‘ice: A great record, he boasted time and 
again, which others like Mr Schróder, 
wer Saxony's premier, should do a lot 
more to emulate. And like Mr Kohl? The 
name hovered unspoken, but Mr Stoiber’s 
listeners picked it up easily enough—long 
— schooled, as all self-respecting Bavarians 
.. are, to recognise digs at "that bunch up 
th 





^. Fiveyears after taking office, Mr Stoiber 
. has emerged well and truly from the huge 
shadow of his legendary predecesor-but- 
one, Franz Josef Strauss. A pre-election poll 
showed that 82% of Bavarians, and even a 
majority of Social Democratic voters, 
reckon he is doing a good job as premier. 
They give him good marks for battling (al- 
beit  vainly) against Mr Kohl's beloved euro 
: many of them are reassured by 
cessive” immigration. 
Xenophob tuff? Sometimes. But one re- 
; tough talk is that far- 
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last year, ani 
this year, France’ 


"rupüon scandals, and riven n vali: 
The only reason Jacques Chirac, the Gaull- 
ist president, is basking in his highest ap- 
proval ratings since taking office three 
years ago is the economic upturn, and his 
friendliness with his popular Socialist 
prime minister, Lionel Jospin. 
. .. Frances right is suffering from four 
*- main ills: contradictory views on Europe; 
opposing strategies toward the extreme- 
right National Front; an inability to agree 
















Rally for the Republic (RPR) 


Founded in 1976 by Jacques Chirac 
Led by Mr Séguin since 1997. 
Biggest opposition party. Divided 
over Europe. Traditionally Gaulist, 
nationalist and dirigiste, but now 
keener on free market. 
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chance of defeating the reigning Socialists until it 
ggledy house in order | 


Loose alliance of centre-right parties set up by Philippe Séguin and Francois Léotard in May 1998, which says it | 
rejects any deal with the National Front. Provisional executive council, ted by Mr Séguin, embraces leaders of the 
founding parties fbel Ow) 


Union for French Democracy (UDF 


Founded in 1978 by Valéry Giscard 
d'Estaing, France's then president. 
Loose federation of five centre- 
right, pro-European parties, Francoi 
Bayrou replaced Francois Léotard as 


have failed to get more than a Bavarian toe- 


hold. The immigrant-bashing Republicans 
saw their vote drop from 3.9% to 3.6%—well 
below the 5% threshold a party needs to 
cross in order to win parliamentary seats. 

Mr Kohl thus regards with mixed feel- 
ings what one Social Democrat resignedly 
calls the “Stoiberisation” of Bavaria. He i 
thankful to have that powerful vote-gather- 
ing machine which is the Christian Social 
Union on his side. But he is sick almost to 
death of the premiers perpetual cross-fire— 
a feeling which, incidentally,he shares with 
Theo Waigel, federal finance minister and 
chairman (so long as Mr Stoiber allows) of 
the Christian Social Union. 

One thing is certain. Whatever the result 
on September 27th, Mr Stoiber, 56, will 
have growing weight in the conservative 
camp: either as the man who gave the deci- 
sive shove for a Kohl victory, or as the one 
who showed Mr Kohl—vainly—how to give 
Mr Sch röder a bloody nose. 












on domestic policies, particularly over the 
economy; and too many chiefs (see table). 
As the right prepares for next summer's 
election to the European Parliament, each 
bit seems to be pulling in a different 
direction. 

Philippe Séguin, once a noisy critic of 
the Maastricht treaty and now boss of the 
nominally pro-European Gaullist party, 
wants to create, and head, a single centre- 
right list of candidates for the European 
election. But Charles Pasqua, his party dep- 
uty and a fierce opponent of European 
integration, has been hinting that he may 
join forces with Philippe de Villiers, leader 
of a small, hard-right, Europhobic party, 








Liberal Democracy (formerly 
Republican Party) 






Formed in 1977, Renamed and led 





ounded and led 
ince April 1998 by 
Charles Millon. Free- 


























































the Movement for France, to form a r al 
Eurosceptic list. Mr de Villiers got over 12% 
ofthe vote in the previous European: 
ment election, four years ago. 
François Bayrou, leader of Demo 
Force, the main bit of the pro-Eu 
Union for French Democracy (UDE) 
he also now heads, wants a single: 
right list too. After all, he asks, w 
point of the new Alliance, set up wi 
fanfare only in May by the three m 
ties of the moderate right—the 1 
UDF, and Alain Madelin's Liberal 
racy—if they cannot even get their 
gether for the first electoral show? : - 
But many of Mr Bayrou's strongl 
phile colleagues are reluctant to go intok 
tle behind such a Euro-minimalist gener 
as Mr Séguin. They are even more nervous - 
about joining ranks with the Liberal Demo- 
crats, their erstwhile partners in the UDF. - 
Not only did Mr Madelin and his pals. 
abandon them in May to set up their own- 
party, but they were also suspected of | 
hanky-panky with Jean-Marie Le Pen's Na- - 
tional Front. Though members of the Alli- - 
ance have supposedly ruled out any truck: 
with the Front, Mr Madelin last month wel- 
comed back into his parliamentary group. 
Jacques Blanc, one of the five regional: 
council presidents elected with Front sup- 
port earlier this year. Seventeen Demè _ 
cratic Force deputies resigned from the 
party in protest. TH 
Mr Madelin, himself once a memberof 
an obscure far-right movement, says that- 
his aim is to "reduce the influence" of the 
Front, which now attracts 15% of the na- - 
tional vote: in other words, presumably, to... 
pinch its voters. How can he do this with = 
out also pinching some of its policies? For 
now, while resisting demands to dump Mr... 
Blanc, he has agreed that his reviled cob 
league should not take part in any of the. 
activities or structures of the Alliance. But 
this awkward compromise satisfies almost 
no one. What happens to Mr Blanc, for ex- 
ample, when the Alliance sets up its own 
parliamentary group, which it is about to 
do, composed of all members of its found- 
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ing parties? Nobody knows the answer. 

Outside the Alliance, matters are no less 
chaotic. Charles Millon, another regional- 
council president elected with Front sup- 
port and a former upr defence minister, 
has set up his own broad-church, right- 
wing movement, called simply the Right. 
Presenting itself as free-market, anti-racist 
and pro-European, it argues against deals 
with the Front. But the new party has been 
attracting a lot of hardline Eurosceptics, 
many from the far right, who want to create 
a single opposition party that includes the 
Front. Banned from both the upr and the 
Alliance because of his suspected extreme- 
right sympathies, Mr Millon has been 
forced to sit by himself outside their par- 
liamentary group. 

In other words, the right is still a sham- 
bles—from which the Front looks likely to 
gain most. If the moderate right fails to 
agree on a single list for the European elec- 
tion, the right-wing vote will be split—and 
the Front could emerge as a dominant 
force. If the mainstream right offers a sin- 
gle, mildly pro-European list, Mr Le Pen 
might well grab a chunk of the Eurosceptic 
vote. As for Mr Chirac, he looks down in 
horror from the isolated splendour of the 
Elysée at his troops’ squabbling, but can do 
little. He is supposed to be above party poli- 
tics. But word is out that he is thinking of 
setting up his own Presidential Party. As if 
there were not enough confusion already. 





Spain and the Basques 
A breakthrough? 


MADRID 


ORTHERN Ireland’s wobbly path to 
peace is being watched carefully, 
though not with universal enthusiasm, by 
people on all sides ofthe bitter conflict over 
the Basque country in Spain. 

For a start, the renunciation of violence 
by Irish republicans and Ulster loyalists 
leaves ETA, the Basque guerrilla force, look- 
ing rather lonely—as the only significant 
terrorist group still active in Western Eu- 
rope. That is just one reason why the latest 
announcement of an ETA ceasefire—ahead 
of elections in the Basque country in Octo- 
ber—is being taken rather more seriously 
than usual. 

In à spirit that any Unionist in Belfast 
would understand, Spain's conservative 
government has been quick to pour scorn 
on suggestions that ETA has dropped vio- 
lence for ever in its campaign for an inde- 
pendent state, which has led it to kill more 
than 760 people over the past 30 years. AF 
ter all, ministers argue, past ceasefires—and 
there have been several—have always 
ended in more bloodshed. 

If Spain's mainstream parties are wary 
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ETA's usual method of debate 


of promises by ETA to lay down their guns, 
this also reflects fear that peace would 
come at a high political price—including 
strong pressure to reciprocate the goodwill 
by making more concessions to the Basque 
nationalist cause. The ETA ceasefire, if it 
proves real, will surely be rolled into a 
broader drive for peace which was 
launched in July by the non-violent Basque 
Nationalist Party, the largest political 
group in the region. 

This has for the first time drawn Herri 
Batasuna, ETA’s political wing, into talks 
with other local parties and trade unions— 
although most of Spain’s national politi- 
cians have shunned the exercise. The 
Basque Nationalists, along with all local 
political groups as well as the ex-commu- 
nist United Left in Madrid, have called for 
“open discussions” on the Basque coun- 
try's future to follow an ETA ceasefire. 

In practice, as moderate Basques see 
things, this “openness” could mean renego- 
tiating the bit of Spain’s 1978 constitution 
that sets out a division of power between 
Madrid and the regions. That, however, is 
anathema both to Socialists and to the rul- 
ing conservatives and their prime minister, 
Jose Maria Aznar, in Madrid. 

But if ETA's ceasefire does indeed last, 
the government could find it hard to sus- 
tain the argument that tough policing is the 
only sensible response. Ask any British 
minister who has had the pleasure of trying 
to handle Northern Ireland. 





Sweden 
No real winner? 


STOCKHOLM 


Tu Swedish politician with the sharp- 
est glint in the eye, a few days before the 
general election on September 20th, is 
Gudrun Schyman, bouncy leader ofthe Left 
Party, once the communists. The former so- 
cial worker, aged 50, who argues for more 
public spending and a shorter working 


week to cure unemployment, has seen her 
party's ratings shoot up in the past few 
weeks. If the polls are right, the Left may 
win 11-14% of the vote, double its share at 
the last election, in 1994. That would make 
it Sweden's third party and might give it the 
power to keep the ruling Social Democrats 
in power—or bring them down. But it is 
hard to see who might rule instead. 

If Ms Schyman's party has—at least on 
the left—struck a popular chord, the coun- 
try's two leading parties have put people 
asleep. The Social Democratic prime minis- 
ter, Goran Persson, and his challenger from 
the Moderate (meaning right-wing) Party, 
Carl Bildt, have failed to inspire. Mr 
Persson's party is predicted to win about 7% 
less than in 1994, when it got 45%, while Mr 
Bildt's lot seems stuck at about 24%. 

Considering Sweden's perky economic 
revival, with growth this year predicted at 
about 3% and annual inflation running at 
barely 1%, it seems odd that the Social Dem- 
ocrats are not doing better. But voters, far 
from smiling at the expected budget sur- 
plus, want to punish Mr Persson for the 
painful fiscal medicine he doled out to 
achieve it. And they do not like seeing un- 
employment stuck at 7%. That is not high by 
European Union standards but many 
Swedes reckon the real figure, if you in- 
clude people in training and other such 
schemes, is about 13%. 

And none of the other parties in the 
middle of the spectrum sounds keen to 
team up with Mr Persson in a coalition. In 
the outgoing parliament, the largely rural 
Centre Party generally backed the govern- 
ment—thanks to Mr Persson's promise to 
close nuclear power-stations. But the Cen- 
tre's new leader, Lennart Daleus, is reluc- 
tantto shore up the Social Democrats again 
and is, in any case, unlikely to get much 
more than 5% of the vote. That sort of tally, 
together with the Social Democrats’ count, 
would not produce a majority in parlia- 
ment. And two other middle-of-the-road 
parties, the Liberals and the Christian 
Democrats, both sound as unkeen as Mr 
Daleus is to gang up with Mr Persson. 

Hence Ms Schyman’s excitement. Since 
1994, Mr Persson has given the ex-commu- 
nists a cold shoulder, fearing a nasty jolt 
from financial markets if he did otherwise. 
But this time he may have to take a deep 
breath—and truckle to Ms Schyman. And at 
quite a price. Top of her list of demands is 
the restoration of 100,000 jobs cut out of 
Sweden’s bloated welfare sector in the 
1990s. To pay for this, she wants—among 
other things—heavier taxes on company 
profits above a certain level. And she says 
that Mr Persson would have to promise to 
keep any parliamentary pact going for a 
full four-year term. 

The alternative to a Social Democratic- 
led government would be a coalition of Mr 
Bildts Moderates, the Liberals, the Chris- 
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tian Democrats and the Centre. But their 
combined tally of seats is unlikely to add 
up to a majority. Mr Bildt, in particular, has 
failed to get his message across. Not enough 
Swedes are convinced that the path to pros- 
perity is strewn with lower taxes, a more 


flexible labour market and entry into Eu- 
rope's single currency. Besides, many voters 
think Mr Bildt is cold-heartedly threaten- 
ing to destroy Sweden's cherished welfare 
system. And that impression, it seems, is 
still a certain vote-loser. 





The Balkans 


A dangerous chain reaction 


BELGRADE AND TIRANA 


Western restraint over Kosovo has com 


unded instability next door in Alba- 


nia and failed to shore up moderate politicians in Bosnia 


UMBLINGS of civil war in Albania, 

continued ethnic conflict and per- 
secution in southern Serbia, electoral gains 
by ultra-nationalists in Bosnia—the news 
from south-eastern Europe has rarely been 
so worrying since the Dayton peace agree- 
ment was concluded three years ago. 

Indeed, the entire business of Balkan 
reconciliation which that accord tried to 
set in motion looks in danger of going into 
reverse, unless the western world can some- 
how give it new impetus. And the main 
beneficiary of this sorry state of affairs is the 
self-appointed champion of the Serbs and 
inveterate political survivor, Yugoslavia's 
president (and Serbia's ruler), Slobodan 
Milosevic. 

After a ruthless two-month offensive, 
which has claimed hundreds of lives and 
dislodged over 260,000 people from their 
homes, Mr Milosevic has claimed victory 
over the ethnic-Albanian separatists of the 
Kosovo Liberation Army. The fighting, and 
village-burning by government forces, goes 
on. In recent days it has been particularly 
heavy in the area north-east of Pristina, the 
province's capital. The KLA has certainly 
lost control of much of the territory it had 
briefly wrested from Serbia's grip. 

In neighbouring Albania, meanwhile, 
the KLA's political friends—led by a former 
president, Sali Berisha—are bidding for a 
huge consolation prize. Mr Berisha, the po- 
litical strongman of northern Albania 
where the writ of the government in Tirana 
hardly runs, is defying the authority of his 
bitter adversary, Fatos Nano, the prime 
minister. After five days of street protest in 
the Albanian capital by Mr Berisha’s armed 
supporters, including some battle-scarred 
heroes of the war in Kosovo, Mr Nano and 
his ruling Socialists have responded with 
threats to prosecute and jail the opposition 
leader. Mr Berisha described these threats 
as an “act of madness” and pledged to 
mount fresh demonstrations. 

So far, Mr Nano looks the stronger of 
the pair, but his armed opponents are un- 
likely to vanish into thin air. The wave of 
protests was triggered by the assassination, 
in mysterious circumstances, of Mr Ber- 
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isha's lieutenant, Azem Hajdari—a year af- 
ter Mr Hajdari was shot and wounded in a 
corridor of parliament by one of Mr Nano's 
Socialists. 

With so many old scores to settle, Alba- 
nia's politicians are unlikely to heed calls 
from worthy western institutions such as 
the European Union to calm down, open 
all-party talks and revise the constitution. 
Mr Nano was himself jailed for three years 
during Mr Berisha's presidency. 

However the latest jittery stand-off in 
Tirana ends, the virtual partition of Eu- 
rope's poorest country is likely to solidify. 
Albania in effect has two governments: one 
in the north, based in Mr Berisha's home 
town, Tropoje, and much embroiled in the 
war waged by its ethnic kin in Kosovo; the 
other in the south, whence Mr Nano hails, 
this one eschewing the Kosovo struggle and 
with close ties to Greece. 

It has long been arguable that war in 
Kosovo would transform at least part of 
that province into a lawless, volatile, Alba- 
nian-speaking statelet, free from Serb rule 
but not subject to any other recognised au- 
thority. Just such a statelet may now be 
emerging—but most of its territory may be 
in northern Albania, not Serbia. 

To the disappointment of western gov- 
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ernments, which have hoped that the 
Kosovo bloodshed would be containable, 
the war there and instability in Albania are 
reinforcing each other. For one thing, the 
Kosovars’ struggle against the Serbs gives 
Mr Berisha the chance to present himself as 
an Albanian hero, contrasting his active 
support for the KLA with Mr Nano’s more 
cautious, American-influenced line. 

And another Kosovo-linked problem 
may be heading Albania’s way. This week 
the small Yugoslav republic of Montenegro 
pushed around 3,000 refugees from the 
Kosovo fighting into Albania, which is al- 
ready hard pressed to handle about 20,000 
people who have fled there. More are now 
likely to follow. Having taken in between 
40,000 and 70,000 people from Kosovo, 
Montenegro has now sealed its border with 
that province. The suffering will worsen. 
Several thousand ethnic Albanians have re- 
turned to Kosovo towns such as Srbica and 
Orahovac. But many are still on the move, 
without shelter, exhausted, and drenched 
by recent torrential rain. 

Mr Milosevic has gambled, so far 
shrewdly, on NATO's lack of resolve to carry 
out its threat of military intervention. This 
is where last weekend's elections in Bosnia 
come in. Western diplomats said there was 
little chance of NATO taking action in Kos- 
ovo before the Bosnian polls, for fear of a 
backlash by Bosnia's Serb voters against the 
West's preferred candidates—in particular, 
the more pragmatic and less virulently na- 
tionalist coalition in the Serb half of Bos- 
nia, led by President Biljana Plavsic and 
Milorad Dodik, her prime minister. 

But sparing Mr Milosevic from NATO's 
rod does not seem to have had the desired 
effect. With most votes counted, the ultra- 
nationalist Bosnian Serbs' Radical Party 
leader, Nikola Poplasen, is heading for vic- 
tory over Mrs Plavsic. The poll's interna- 
tional organisers heightened the confusion 
and mood of conspiracy by announcing on 
September 15th that they could not yet give 
out even partial results. 

The Radicals are allies of Bosnia's Serb 
Democratic Party, formerly led by Radovan 
Karadzic, who is wanted on war-crimes 
charges. Western diplomats are in a stew. If 
Mr Poplasen, who has described Dayton as 
"still-born", comes to power then three 
years of concerted and hugely expensive ef- 
forts by the West to rebuild a stable Bosnia 
with a measure of ethnic co-operation will 
have come to nought. 

If his arch-rival, Mrs Plavsic, is shoved 
out of the way, Mr Milosevic will emerge 
again as a key power-broker in Bosnia. To 
what extent the Radicals in both Bosnia 
and Serbia take their orders from Mr Milos- 
evic is not entirely clear. But this week's 
events show that the forces of Balkan chau- 
vinism are as fierce—and disruptive—as 
ever they were. 
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Can Russia's Yevgeny Primakov shed his past? 


IS tactics have been superb. Russia's new prime minister 
has survived every twist and turn of his country's recent 
political history, serving every leader since Khrushchev, vari- 
ously as spy, scholar, bureaucrat, politician and, since 1996, for- 
eign minister. Even his enemies can hardly fault Yevgeny Prim- 
| akov's footwork as an insider-cum-infighter. But does he have 
| the vision, as well as the guile, to rescue and run the world's larg- 
est country? 
| The evidence is scanty. His track record is stellar by the stan- 
| dards of his generation (he is 68), but has little to do with the 
| world of the 1990s. He was a roving correspondent in the Mid- 
| dle East in the 1960s, when he befriended Saddam Hussein, 
among other unsavoury characters. Archives of that period sug- 
| gest that one article a month was 
published under his name—the 
usual clear sign not of laziness but of 
commitments to more demanding 
masters. Unlike many, if not most, 
Soviet soi-disant foreign correspon- 
dents, he may not have been working 
directly for the KGB—because he was 
| too important. His particular news- 
| paper, Pravda, reported to the KGB's 
masters: the Communist Party. 

He is said to be an able adminis- 
trator. From 1991 he ran the post-KGB 
Russian intelligence service. He did 
the job competently in turbulent 
times, albeit with an old-fashioned 
political agenda. “He worked 
mainly for the president,” recalls 
Yegor Gaidar, the country’s first post- 
Soviet prime minister. “He used to 
tell him that my government's re- 
forms were wrong and badly re- 
garded in the West." 

His two-year stint as foreign min- 
ister followed the same pattern: 
clever but (though he did persuade 
his masters grudgingly to accept 
NATO's eastward enlargement) usu- 
ally wrong-headed. He has played a 
weak hand with skill: selling missiles to Cyprus (to annoy the 
Turks and split NATO); cosying up to Iran and China, which wor- 
ries particularly the Americans; and resisting western influence 

in the former Soviet empire (what the newly freed captive na- 
tions actually want, he evidently feels, is nobody's business ex- 
cept Russia's). 

Admittedly, this stance probably suits most Russians, who 
| prefer their country to be taken seriously rather than to be liked. 
| Butitbrings little real benefit to them, except perhaps to those of 
their number in the arms trade. Under Mr Primakov, Russia has 
| been a generally calculable force on the international scene but 
| nota popular or constructive one. It has signally failed to use its 

influence to get chums such as Mr Hussein or Serbia's Slobodan 
Milosevic to behave better. There have been Russian-brokered 
deals in both the Balkans and the Gulf, but they have mostly 
been empty ones, quickly forgotten. 

Another problem has been bad co-ordination. Russia says 
one thing and does another. This is chiefly because its foreign 
policy is a compromise between powerful economic interests 
(in energy and armaments), the armed forces and the country's 
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political leadership. Russia's brains and muscles do not always 
work together—especially since the foreign ministry, now as in 
Soviet days, is mainly there to carry out policy, not to think it up. 

Nonetheless, could Mr Primakov, man of the past that he cer- 
tainly is, yet prove a good guide for his country's future? He starts 
with some advantages. His background in intelligence gives him 
the aura of being well-informed, well-connected and mysteri- 
ous. That counts for a lot, especially in Russia, where seven de- 
cades of totalitarian rule have left people with an unhealthy re- 
spect for the secret services. His government has political 
backing from parliament—a first in Russia's democratic history. 
But all this is no substitute for vision and leadership. There is 
little sign of either in Mr Primakov's career and personality. 
Like another spymaster who 
once moved to the Kremlin, the for- 
mer Soviet leader Yuri Andropov, Mr 
Primakov is a publicity-shy appa- 
ratchik. As with Mr Andropov, pro- 
motion has prompted old pals to as- 
cribe to him some lovable qualities. 
Accordingly, he “adores red wine", 
y “enjoys cracking jokes" and “writes 
poetry” in his spare time. 

Actually, very little is really 
known about him. Those who have 
dined with him have noticed that he 
is by no means teetotal. His health is 
adequate, not robust. His jokes in 
public have been rare, and occasion- 
ally tactless: telling, for example, a 
Polish journalist "Don't worry, we 
won't send tanks." (How about a 
German foreign minister saying 
that to the Dutch?) He speaks good 
Arabic and passable English. He says 
his favourite fiction is by John Le 
Carré, the British spy novelist. 
His background would certainly 
provide intriguing material for Mr 
Le Carré. Despite Jewish origins (a 
grave disadvantage in Communist 
times) and the sudden disappear- 
ance of his father, né Finkelstein, in a Stalinist purge, Primakov 
Junior was always impeccably loyal to the totalitarian Soviet 
Union—writing a fine defence, for example, of its invasion of 
Afghanistan. Since communism’s fall, he has done his best to 
preserve Russia's menacing self-image as a great power. "Russia 
is still a prisoner of its imperial past and Mr Primakov is a sym- 
bol of it," says Mr Gaidar. 

That suggests that reform at home, if it does ever start again, 
may be halting at best. And abroad? At least on the rhetorical 
front, Mr Primakov will have freer rein for his old-fashioned, 
ultimately self-defeating ideas. Whether this amounts in prac- 
tice to very much is another matter. For the time being, Russia 
can continue to make a nuisance of itself: through arms sales; by 
destabilising its weaker neighbours; and with its veto at the 
United Nations. But overall, its role in the world—even more 
than in the past—is hugely constrained by economic weakness. 
That looks set to continue—at least while the chaos lasts. When— 
if—it ends, many of Russia's more enthusiastically democratic 
neighbours will hope Mr Primakov and his more antiquated no- 
tions will finally fall into the dustbin of history. 
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To outsiders looking in, it is a ballet of chaos and frenzy with 
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fractions of a second. T As the demand for information peaks, one issue stands alone — can the network handle the 
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Time runs out 


T HAS never happened before, and it will proba- 
bly never happen again. No technical hitch has 
ever has been so pervasive, so expensive or so poten- 
tially damaging as the failure of many ofthe world's 
computer systems to understand the difference be- 
tween dates in this century and the next. Ludicrous 
in its banality but frightening in the unpredictabil- 
ity of its consequences, the "Year 2000 problem" is 
already the main preoccupation of information- 
technology departments around the world. As the 
millennium approaches, it will increasingly preoc- 
cupy policymakers and the public too. 
The cause of the problem is ridiculously simple. 
In the days when computer memory was scarce, 
programmers got into the frugal habit of using only 
two digits to write a date, so that 1998 was repre- 
sented as 98. But, as 99 is a higher number than 00, 
millions of computers simply cannot place the year 
2000. Instead, they may read the first year of the 
new millennium as the first year of this century, or 
as a date that does not exist. Even if they pass that 
test, they may fail to notice that 2000, unlike most 
centennial years, is a leap year. (Among the ways de- 
vised by Christopher Clavius, a 16h-century Jesuit 
mathematician, to align human time with as- 
tronomical, one was to make every fourth full cen- 
tury year a leap year. As luck would have it, 2000 
will be the first year to which this rule applies.) All 
sorts of functions that depend on dates will there- 
fore go wrong, but in ways that are hard to forecast. 
Because the millennium-bug problem is so triv- 
ial, senior managers have found it hard to take seri- 
ously, and politicians have found it even harder. 
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Only two heads of government have given speeches 
on the subject: Britain's Tony Blair (with a sure in- 
stinct for a gap in the world market for leadership), 
and, more recently, Bill Clinton. The Group of Eight 
top industrial countries and the European heads of 
government both stitched a few lines on the millen- 
nium bug into communiqués earlier this year. But 
for most politicians, the issue is barely on the radar. 

That will change. Officials in the foreign minis- 
tries of the world's richest countries have begun to 
worry seriously about the way the millennium bug 
might affect weaponry and nuclear-power stations 
in the former Soviet countries and the developing 
world, where key countries seem to have done al- 
most nothing to prepare. Even in the rich world, 
governments are torn between the need to create a 
sense ofurgency and the fear of whipping up public 
hysteria. 

Central bankers were quicker off the mark. "The 
Year 2000 is potentially the biggest challenge ever 
faced by the financial industry," pronounced the 
Bank for International Settlements, the central 
bankers bank, earlier this year. William 
McDonough, president of the New York Federal Re- 
serve Bank, thinks the problem is "potentially a sur- 
vival issue for firms or even markets". 

A few private commentators have gone further. 
Edward Yardeni, chief economist at Deutsche Bank 
Securities in New York, who acquired a reputation 
by accurately forecasting the long bull market on 
Wall Street, is being strongly bearish about the Year 
2000 problem. He thinks it may well lead to a 
global recession as severe as that of 1973-74, and 
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The millennium 
computer bug is 
totally predict- 
able in its timing, 
but completely 
unpredictable in 
its effects. Its 
greatest danger, 
writes Frances 
Cairncross, lies 
in that 
uncertainty 
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lasting for at least a year. In the past year he has 
raised the odds on such an outcome from 30% to 
70*6. ("I'm not a doomster, just an alarmist,” he reas- 
sures audiences.) Dennis Grabow, who runs a com- 
pany called Millennium Investment, is another 
pessimist: he predicts a recession lasting two to 
three years. 

Others expect something infinitely worse. The 
Internet, that brilliant child of the computer age, 
has paradoxically become the forum for a host of 
exotic discussions on how to survive the ultimate 
computer crash, which (say discussants) will surely 
lead to the end of civilisation as we know it. Stock 
upon baked beans, head for the hills and make sure 
you bring your water purifier and your Winchester. 

Such dire predictions thrive on the impossibil- 
ity of saying with certainty how much is likely to go 
wrong. One of the many extraordinary aspects of 
the Year 2000 problem is the range of unknowns it 
reveals. Nobody really knows how widespread it is; 
how much of it will be fixed; and what it will cost to 
fix. The curious truth is that the carriers of the bug— 
computer hardware, software and microchips, 
which account for so much of the productive power 
of modern economies—are measured and moni- 
tored far less carefully than the economy's stock of 
machines, vehicles and buildings. 


Utterly predictable 


Against such unknowns, though, set one great cer- 
tainty: the date itself. Unlike most of the disasters 
with which the Year 2000 problem has been com- 
pared—storms, strikes, wars—it is completely fore- 
seeable. In contrast to an earthquake, which arrives 
unexpectedly but does a fairly predictable amount 
of damage, it will arrive bang on schedule but do an 
unpredictable amount of harm. Indeed, because 
the problem can be anticipated, a vast industry has 
sprung up to do just that. The hope is that, unless 
prevention has been unduly delayed or faces spe- 
cial difficulties, disaster can be averted. 

That is not to dismiss the dangers. As this survey 
will show, in some important parts of the world 
economy, work has indeed started perilously late. 
Sometimes procrastination makes good sense: why 
should a small business struggle to fix its solitary 
personal computer when the price of pcs is falling 
and a pencil and paper offer a safe backstop? And 
occasionally it may be quicker to deal with a crisis 
once it occurs than to try laboriously to forestall it. 
Often, though, delay seems to be the result of 
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disorganisation or ignorance. Public services, me- 
dium-sized companies and middle-income coun- 
tries all seem to be running special risks. 

In the rich world, computer systems have be- 
come integral to almost every aspect of life: as Mr 
Clinton pointed out in July, the typical American 
home now has more computer power than the en- 
tire Massachusetts Institute of Technology did 20 
years ago. And computers are increasingly intercon- 
nected, so that if one misbehaves, the effect may 
multiply. Just as in the global economy, more 
specialisation, complexity and interaction—the 
drivers of economic growth—come at the cost of 
greater vulnerability to disruption. “There isn't 
quite as much forgiveness in the economy,” says 
Paul Romer, an economist at Stanford University in 
California. “But the trade-off is well worth making.” 

The greatest worry about the Year 2000 prob- 
lem, this survey will argue, may be neither its direct 
effect on economic growth nor, probably, its poten- 
tial impact on human welfare. Rather, it may be the 
extra uncertainty it will create just at the moment 
when the world economy is already becoming in- 
creasingly fragile, with confidence shaken by events 
in Asia and Russia, and weakened by the faltering 
of America’s long boom. 

Since the start of modern times, the end of a cen- 
tury has been a time of economic unease. The Brit- 
ish and Dutch stockmarkets in 1699 and 1799 and 
the Dow in 1899 all saw sharp falls in prices, accord- 
ing to ING Barings, a Dutch bank; between Decem- 
ber 2nd and 18th 1899, the Dow fell by 23% (see 
chart 1). A millennium, even more than a centen- 
nial, would be spooky enough without the fear of 
computer failure. Perceptions, rather than reality, 
may turn out to be the most dangerous aspect of 
that pesky millennium bug. 





Small cause 


N A SENSE, reflects Robin Guenier, who led the 
first Year 2000 campaign in Britain, the com- 
puter was invented at just the wrong time. Had it 
been developed before the first world war, say, or in 
the past decade, the point of distinguishing be- 
tween dates in different centuries would have been 
obvious. But the computer was born smack in the 
middle of the century, when some people thought 
humanity might never see another millennium. 
The first two digits of the year seemed dispensable. 
This has created two distinct problems. One is 


in the software that runs on computers (in, for in- 
stance, the operating systems that give computers 


their basic capability, or the applications that en-, 


able them to perform specific tasks); the other is in 
the software embedded in the chips that are part of 
components in all sorts of systems and gadgets, 
from consumer electronics to the sophisticated 
equipment for controlling industrial or medical 
processes. Where either sort of software has been 
told to measure time in terms of years, the turn of 
the century brings hazards. 
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In some organisations, these hazards have been 
known about for years. In 1989, America's Social Se- 
curity Administration tried to set up a payment 
schedule that ran beyond the end of the century. 
The computer system could not process it. This 
prompted the ssA to start combing through the 
computer code it relies on to make som payments a 
month. Visa, a big credit-card company, also spot- 
ted the problem early, but not quite early enough: 
for almost six months last year, it had to stop issuing 
cards with expiry dates in 2000 for fear they would 
be rejected. 

Many time-sensitive businesses have already 
begun to hit millennium problems; more will do so 
after the start of 1999, and of the financial year 
spanning 1999 and 2000. Systems will crash, com- 
ponents will fail. Generally this will merely cause 
irritation, not catastrophe. If a lift breaks or a mail- 
ing list becomes inaccessible, people will usually 
manage until the problem is solved. Some of the 
glitches, though, may turn out to be more serious. A 
broken lift in an office is a nuisance; in the emer- 
gency wing of a hospital it may be a killer. An inac- 
cessible mailing list in a big firm may be an incon- 
venience; if it is a small firm's stock-in-trade, the 
business will suffer. 

The failures that worry people most are those 
that threaten public safety. In rich, well-organised 
countries they are likely to be tackled before those 
that affect public comfort. So nuclear-power sta- 
tions are not likely to blow up (although they may 
shut down); nor aeroplanes to drop out of the sky 
(though they may be delayed); nor weapons to ex- 
plode accidentally (though they may be unavailable 
for use). The threats to safety will come from more 
mundane failures: faulty railway signals, say. Orga- 
nisations whose operations could pose a risk to life 
normally build in several safety checks. When they 
start to deal with the Year 2000 problem, they will 
home in first on the safety features. 

But that will not stop all worries, because differ- 
ent countries and companies' state of readiness 
will diverge widely. A disaster in one part of the 
world—at a Bulgarian nuclear-power plant, per- 
haps, or on an Indonesian flight—could affect con- 
fidence in other, better-prepared countries. In an 
interconnected world, people will easily exaggerate 
the threat from an invisible technology. 


Arational choice 


Even those who foresaw the Year 2000 problem in 
the computer's early days chose to ignore it, for two 
good reasons. First, abbreviating dates made over- 
whelming economic sense at the time. This is hard 
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Thanks for the memory 
Price of memory chips, 1974=100 
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to imagine now that memory seems almost limit- 
less, but chart 2 is a reminder. The Gartner Group, a 
consultancy in Connecticut, estimates that the cost 
of one megabyte of magnetic disk storage (enough 
for a solid novel) in 1965 was $761, compared with 
75 cents today and perhaps 34 cents in 2000. The 
two-digit date thus bought productivity gains for 
which the bill is now arriving. 

The second reason for not worrying about ab- 
breviated dates was that nobody expected software 
to last so long. Other investments, after all, wear out 
in time: buildings fall down, machines rust. When 
they do, companies scrap and replace them. But 
software turns out to be a different sort of invest- 
ment. It hardly ever wears out. “In the late 1970s, 
when | programmed for a living,” recalls Tim 
Bresnahan, an economics professor at Stanford 
University, "no one realised that systems would be 
upgraded and enhanced, not replaced. It has been a 
big surprise to discover how long software lives." 

Companies increasingly buy offthe-shelf sys- 
tems from specialist companies such as sAP or 
PeopleSoft. But many still rely—for, say, their pay- 
rolls and billing systems—on custom-built software 
which they have tweaked and updated over the 
years, but not jettisoned. Each tweaking has buried 
two-digit dates deeper in a tangle of software 
spaghetti. 

If software is in a microprocessor buried in a 
sliver of plastic and embedded in a valve or switch, 
its unforeseen longevity is an even bigger problem. 
These "embedded systems" may have survived, lit- 
tlealtered, since punch-card days; because the chips 
are grafted into another piece of machinery, their 
software is less likely to be changed than the sort 
that runs on a mainframe or PC. As John Gage, chief 
scientist at Sun Microsystems, puts it: "These things 
may sit for years in a box out bya railroad track; you 
can't change the code, and it was probably written 
by some kid who's now 65 and happily retired." 

Why should the processors in embedded sys- 
tems care what year it is anyway? Sometimes there 
is a good reason: they monitor when an appliance 
needs to be serviced, or on which days a bank vault 
should open. Sometimes a clock was built into 
mass-produced chips just in case it was needed in 
the component in which the chip would eventually 
be installed. SmithKline Beecham acquired two ap- 
parently identical weighing machines at a plant in 
Belgium. One cleanly passed a test of millennium 
compliance; when an assiduous employee tested 
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the second, it failed. The manufacturer had bought 
the systems from two different sources. 

Whatever else the millennium brings, it will un- 
doubtedly make companies better informed about 
their rr. *Most companies", says Capers Jones, who 
runs a consultancy called Software Productivity Re- 
search in Burlington, Massachusetts, *do not really 
know how much software they currently own, and 
do not even have a clue as to how much software 
they truly need. Even worse, most companies do 
not know how many of the applications they own 
are active and still being used, or dormant and sim- 
ply taking up space." 
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At least bug-hunting will give companies a bet- 
ter grasp of what they have, and perhaps more in- 
centive to manage it coherently. “J.P. Morgan 
wouldn't exist without 1T,” says Peter Miller, the 
bank's chief information officer. “If we were a car 
company, we'd carry our IT on our books as assets, 
and we would have an asset-management policy." 
And even for chief information officers, debugging 
has produced some bonuses, such as the opportu- 
nity to regain control of their company's computer 
systems, often weakened by the move to 
decentralised networks of PCs. Given the toil of bug- 
squashing, they deserve some rewards. 





The art of bug-hunting 


MERICAN universities are full of distinguished 
academics who programmed in their youth. 
One is Hal Varian, now dean of the School of In- 
formation and Management Systems at the Univer- 
sity of California at Berkeley. In 1966, Professor 
Varian worked for a big Boston defence contractor. 
“At the end of summer,” he reminisces, “I was going 
back to school, and my boss was also leaving the 
company. On my last day, he told me to go through 
the assembly-language programs I had spent the 
summer working on and take out all the comments 
cards. 'But then no one will be able to understand 
the program, I protested. 'Exactly, he said. 'They'll 
have to hire us both back as consultants if they want 
to make any changes. " 

These days, rr departments curse people like 
young Varian. Many, especially in banks and gov- 
ernment departments, are aghast at the sheer vol- 
ume of ancient code. "Companies always have an 
order of magnitude more than they think," say Gary 
Miles, of PA Consulting Group. They may also dis- 
cover some long-lost systems. "In one bank, we 
found two rr departments that the management 
didn't know about," he says. Most organisations 
seem to find that millennium work costs more than 
expected (see chart 3 for the American government's 
experience). Not only is the task huge, it is also 
deadly dull ("like sorting out your sock drawer," 
says one veteran). 

But locating bugs is only the first of the three 
main stages of the process, to be followed by treat- 
ing them in one of several ways, and then by testing 
to try to ensure that the problem is solved. More- 
over, locating rogue dates on computers is often eas- 
ier than finding all the bits of equipment that may 
contain date-sensitive embedded systems. One of 
the best guides to that problem, by 
Britain's Institution of Electrical En- 
gineers, laments: 

The general problems are that: 

a) no one knows how many embedded 
systems there are and where they are 
(except that they are "everywhere"), and 
they are not always easy to detect; 

b) no one knows which embedded sys- 
tems have devices in them which de- 
pend on date information; 

C) there are very many different ways in 
which the problem might show up, and 
new aspects continue to be found. 


... and soon, through (g), (h) and (i). 

Companies know even less about their embed- 
ded systems than about their software. There is no 
systematic catalogue, nor any general standard: as 
Harris Miller, president of the Information Tech- 
nology Association of America, the industry's main 
trade group, points out, "You don't buy a chip, you 
buy a medical device, and the maker of the device 
may have bought the chip as part of a component." 
Many of the companies that used to make micro- 
processing chips have, like those early program- 
mers, vanished from the scene. 

Commonwealth Bank in Australia tackled the 
task by tracking down 25,000 devices containing 
embedded chips and subjecting them to risk analy- 
sis. “We think 3-6% may be affected,” says Ken 
Pritchard, who directs the Year 2000 programme. 
"Most are in air conditioning, security and power. 
We've gone back to the vendors where we can, but 
we can't test them ourselves. So we're asking 
whether they have a significant effect, and if so, can 
we live with it? If not, we replace them." 

Some of those who hunt for troublesome chips 
say reassuringly that the problem is quite small. 
Dean Kothmann, general partner at Black & Veatch, 
a consultancy that specialises in chip searches, esti- 
mates that fewer than 1096 of embedded systems 
have a date problem, and fewer than 10% of those 
have a "hard" failure, which shuts them down, 
rather than a "soft" failure, which merely generates 
screwball numbers. 

But that 1%, if missed, can cause a dispropor- 
tionate amount of trouble. Charles Siebenthal, a se- 
nior engineer at the Electric Power Research Insti- 
tute (EPRI) in California, describes a test in an 
American nuclear-power station: the device that 
controlled the depth of the fuel rod in the core be- 
gan to oscillate because the air-conditioning system 
in the control room failed and the temperature 
rose. Nobody had bothered to check that. 

The next step is to ask the supplier of the origi- 
nal software or chip whether the product is millen- 
nium-compliant. Some suppliers provide Year 
2000 information via elaborate web sites: indeed, 
the Internet has emerged as a global source of such 
information. Some suppliers contact customers 
without waiting for a call. IBM, for instance, has 
tried to write to all large purchasers of its equip- 
ment over the past decade to tell them whether the 
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product is fit for the millennium. But many suppli- 
ers either do not know—or do not answer. 

Once the troublesome components have been 
identified, companies have two main options: re- 
pair or replace. For early birds, replacement pro- 
vided a chance to introduce more coherent soft- 
ware systems, creating a boom for companies such 
as SAP which sell them. However, such re-engineer- 
ing generally needs a good two years, which means 
that organisations starting only now will have little 
option but to repair. 

Replacing parts in embedded systems is 
quicker. No need to write new software; simply rip 
out one component, stick in another and hope the 
rest of the system still works. Often this is the only 
option. “In many instances,” says James Eddison, a 
Year 2000 project manager at Unilever, "it is al- 
most impossible to test embedded chips because 
they are in 'black box' situations. You choose be- 
tween an assurance from the supplier or re- 
placement." 

With some packaged software, the answer is a 
*patch": a small addition to the original code, writ- 
ten by the supplier, that bypasses or corrects the 
problem. Most PC operating systems and applica- 
tions at risk are being corrected that way. But with 
the software code that companies have written for 
customised applications, the answer is often to use 
a search program to hunt for some 20 or so words 
commonly used in programming to denote time, 
and add the two extra digits. This offers a perma- 
nent solution, but it is time-consuming and expen- 
sive—and often there is not enough space to 
squeeze in the extra bytes of code. A stop-gap alter- 
native is "windowing": writing software that in- 
structs a computer to treat every date before a cer- 
tain year as belonging to the next century. Such a 
solution works for relatively short-lived items such 
as mortgages but not, in an age with more and more 
centenarians, for medical records. A third short- 
term option is to add a program to convince the 
computer that the year after 1999 is 1972, which be- 
gan on the same day of the week as 2000 will, and 
was also a leap year. 

Once companies start dealing with their big 
problems, they begin to notice lots of smaller prob- 
lems, which may be less complicated in IT terms 
but much harder for managers to deal with. These 
spring from the fashion for distributed systems— 
networks of Pcs in individual departments. EDs, an 
outsourcer, talks gloomily of one company with 50 
types of desktop computers, and another with 
20,000 individual desktop Pcs, only half of them 
millennium-ready. Where the users have written 
their own applications, "they have to bring us out 
to sit with them" and unravel the mess. 

The most time-consuming part of the task turns 
out to be testing. This is much harder to farm out 
than correction, because a test needs to ensure that 
all of a company's systems will work together, not 
just one in isolation. Testing software requires extra 
capacity, or needs to be carried out at a weekend. 

"Testing is hell," says J.P. Morgan's Mr Miller. It 
generally seems to take about 60% of the time 
needed to make a company millennium-ready. Al- 
ter one line of code, or replace one device with an- 
other, and the system may no longer work. 

That, moreover, is merely in one plant. Once a 
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company’s systems are individually compliant, the 
next stage is to test whether they work with each 
other. That may be harder if different departments 
have been allowed to adopt different solutions. The 
companies that are farthest ahead, such as large 
American financial institutions, are now moving 
on to the most complex stage of all: testing whether 
their millennium-compliant systems will still work 
with those of their business partners. 


Try triage 

Even if all testing is successfully completed, a com- 
pany's troubles are not over. What happens if new 
software is introduced before the big date? Many 
firms are reaching the same conclusion as Visa, 
which is now far enough ahead to have reduced the 
staff of programmers tackling the Year 2000 from 
25 to three. "We're freezing changes in the existing 
system after March," says Ray Barnes, the group's ex- 
ecutive vice-president. “In September next year we 
will skip the roll-out of new products that we usu- 
ally make twice a year. We're being ultra-conserva- 
tive." 

One of the main lessons from bug-hunting so 
far is the need for “triage”: setting priorities and 
determining which systems are “mission-critical” 
(lots of battlefield jargon here). Many organisations 
that began work later have realised that they have 
no hope of being entirely compliant in time. In- 
stead, they need to be “millennium-ready”. That 
means identifying those systems that matter most 
to their business, fixing those that can be fixed and 
drawing up contingency plans to cope with the rest. 
Randy Bowden, who handles the Year 2000 for 
Unisys in Australia (one of the countries farthest 
along the road), argues that triage and contingency 
planning will become the two main themes of mil- 
lennium work as the deadline approaches. 

In addition, managers will increasingly find 
that their navigation of the millennium depends 
on whether their suppliers and distributors have 
dealt with their systems in turn. If the power is 
down, the taps run dry and the bank is shut, all that 
testing will not keep the business going. 
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Are you ready? 


x HE big question is: how bad will it be? Will the 
millennium bug result in mere disruption, in 
dislocation or in disaster? It is fairly easy to see who 
is spending heavily on bug-squashing, and who be- 
gan the task early. It is harder to be sure whether 
those who started late or are spending little are do- 
ing so because they have less need to act or because 
they made a mistake. 

The consultancies were the first to try to work 
out who had done what, and at what cost. The 
Gartner Group surveys 15,000 companies around 
the world every three months and ranks countries 
and companies on a five-point scale from “prelimi- 
nary activity” to “fully compliant”. Lou Marcoccio, 
the ebullient director of its Year 2000 effort, claims 
that a year ago, 50% of the world’s companies had 
not even begun work on the problem; now the 
share of laggards has fallen to 23%. The United 
States and Australia are in the lead, he says; Canada, 
Britain, Israel and Sweden are six months behind; 
France and Italy six to eight months behind; Japan 
a year; and Germany a year to 18 months. Many 
large companies and other bodies in Eastern Eu- 
rope, India and much of Asia and South America 
have started only in the past three months. 

Cap Gemini, another consultancy, compiles a 
“Millennium Index” based on interviews with 
1,100 firms in 11 OECD countries. In April it pub- 
lished findings broadly comparable with Gartner's, 
with America in the lead and France and Germany 
trailing Britain. But some of the results are baffling. 
For instance, the Gemini survey also suggested that 
1% of companies in France and 74% of those in Ger- 
many would not complete their Year 2000 work on 
time. Such figures are hard to square with Geminis 
finding that Year 2000 work will account for 90% of 
annual rr budgets in Germany and only 20% in 
France. Does that mean the French are wildly un- 
derestimating their problems? Or that Germany 
faces the bigger task? 

One trouble with measurement is that those 
who know most are not disinterested parties. Com- 
puter consultants have an incentive to say that not 





enough is being done, whereas the companies 
themselves want to play down the problem lest 
shareholders take fright. And their rr departments, 
notorious for failing to deliver on time or on bud- 
get, naturally assure them that everything is under 
control. “One of the biggest problems I had with 
project managers,” growls Bert Berende, who once 
bought computers for the American government, 
“was that the project was always on time until it 
was late. A 100-day project was on time for 99 days.” 

Another problem is the absence of an agreed 
baseline. Do you just count lines of code, or do you 
devise a more complicated formula? With embed- 
ded systems, do you count individual chips, or the 
systems in which they are integrated, or compo- 
nents? Nor is there is an agreed measure of compli- 
ance; and if an organisation has not really begun to 
tackle its Year 2000 problems, it may not appreciate 
how far it is from the finishing line. 

Sources of information are starting to build up. 
Merrill Lynch, a stockbroker, published a bumper 
special report in July, signalling the arrival of the 
Year 2000 as something that investors cared about. 
Some regulatory authorities, such as America’s Fed- 
eral Reserve Board and Britain’s Ofwat, the regula- 
tor for the private water companies, are now scruti- 
nising their industries for compliance. Several 
stock exchanges, including America’s Securities 
and Exchange Commission and the Australian and 
New Zealand stock exchanges, now insist on the 
disclosure of Year 2000 information. 

As more and more companies ask their key busi- 
ness partners whether they will be ready on time, 
some are having to employ extra staff to deal with 
such inquiries. In a few cases, trade bodies—such as 
the Air Transportation Association, which repre- 
sents America's airlines, and 1ATA, which does a 
similar job internationally—have taken on the task 
centrally, and are building up a database of the re- 
plies. The British Bankers’ Association is devising a 
standard questionnaire. 


Middle muddle 


All this activity has produced agreement on two 
points. First, survey after survey picks up the mid- 
dle-sized as most at risk, be they countries, cities, 
hospitals or factories. Second, only a small minority 
of countries or companies will complete the task 
before the millennium. That makes it essential to 
set priorities and draw up contingency plans. 

Medium-sized companies certainly face special 
problems. They cannot get away with just replacing 
their pc from the local shop, yet they lack the re- 
sources to tackle this sprawling managerial task. 
Working without an rr department, with 
customised systems developed by small software 
houses, with enough computer-controlled ma- 
chines to be a headache and with quite a lot of links 
to other computer systems, such companies are 
likely to face particular disruption. 

“We think only one in four companies with un- 
der 500 employees is well down the track,” says 
Gwynneth Flower, who runs Action 2000, a govern- 
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. ment-financed task force in Britain. In Korea, a gov- 
ernment survey in March found that 34% of small 
and medium-sized companies planned to do noth- 
ing. The Australian Bankers' Association reported, 
-also in March, that only a quarter of small and me- 
|. dium-sized firms had taken action, most of it inade- 
| quate. More than 40% had no plans. Even in the 
T United Stat survey in May by Wells Fargo, a 
, fot at half the small-business owners 

ear 2000 had no planstoact. — 
ugh middle-sized organisations 
f their big brothers could yet turn 
| outtobein more ofa mess. “Bigger companies have 
(pro rata)a much bigger problem than smaller ones, 
| and testing is particularly difficult for them,” says 
| Mr Guenier, who heads Taskforce 2000, a cam- 
paigning body. “Most smaller businesses have still 

got time to fix the worst of it. A large business that 

has fallen behind does not.” 

As for governments, they have generally been 
slower than companies to measure their progress 
and set priorities. Only in the United States are Fed- 
eral government agencies being monitored week by 
week, and repeatedly hauled before the two houses 
of Congress to testify. Senator Bob Bennett, a Re- 


















. | on the Year 2000, has become a scourge of the un- 
|. ready. Congressional chivvying has revealed huge 
differences among federal agencies (see table 4). The 


Defence Department, plagued with lots of elderly 
mainframes, ingenious but arcane computer lan- 
guages and embedded systems in almost every 
piece of equipment, has made disturbingly slow 





progress. The Federal Aviation Administration, 
with a batch of venerable 1pm mainframes, began 
late and is still behind schedule. 

On the other hand, the Social Security Adminis- 
tration has already started an elaborate programme 
of tests with all the other computer systems with 
which it interconnects. The ssA also wins pats on 
the back from Congress for its contingency plans. It 
has been working out how to continue to pay bene- 
fits even if telecoms or power break down. 

All this emphasis on measuring progress may 
explain why the federal government seems to be 
even further ahead of most other governments than 
private-sector America is ahead of corporate rivals 
elsewhere. But American government also has by 
far the biggest problem. On the basis of (admittedly 
elderly and controversial) figures, public-adminis- 
tration employees in the United States are seven 
times as likely to have access to a PC or terminal as 
their counterparts in Britain, and almost 26 times 
as likely as public employees in Japan (see chart 5). 

Beyond central government, progress is motley 
and mediocre. Among Japan’s municipalities, says 
MITI, the industry ministry, only 30% have even 
started work. In June a report by Britain’s Audit 
Commission found that fewer than one-third of lo- 
cal authorities and National Health Service bodies 
had even developed strategies for dealing with the 
problem, and fewer than 10% had begun to think 
seriously about contingency plans. Health care is a 
particular concern in many countries: perennially 
short of cash, increasingly dependent on informa- 
tion technology and on processes controlled by em- 
bedded systems—but notoriously short of rr exper- 
tise, or managers who understand the issue. Wise 
citizens will avoid falling ill over New Year 1999. 








Bare essentials 


LL industries are important; but some are more 

.important than others. Businesses need 
power, water, communications, transport and fi- 
nance. All these depend disproportionately on net- 
works and therefore tend to emphasise reliability 
and continuity. Power generation, for instance, usu- 
ally has a margin of built-in spare capacity so that if 
one generator shuts down, others can fill the gap. . 
But, once the pressure on a network exceeds the - 
safety margin, a collapse at one point may feed - 
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through progressively to others. Networks thus offer 
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a way to share risks—but to spread them, too. 

These key businesses also depend dispropor- 
tionately on rr. How far they have got with their 
millennium preparations varies enormously from 
country to country, but broadly speaking finance 
seems to have made most progress; air transport, 
telecommunications and energy come next; and 
water and surface transport bring up the rear. 

With power, the main concern, at least in the 
rich countries, is the distribution network rather 
than generators or nuclear plants. In the United 
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States, Merrill Lynch frets that "the 
problem could be worse than cur- 
rently known": too little informa- 
tion is available to judge, and 
responsibility for the electricity-dis- 
tribution network has been blurred 
by the advent of competition. In Eu- 
rope, where countries trade electric- 
ity with each other, the European 
Commission fears that some coun- 
tries may be basing their contin- 
gency plans on shutting off exports. 

Water may be an even bigger 
problem. Companies easily forget 
that ifthe lavatories will not flush, the business usu- 
ally cannot operate. Where water has been 
privatised, its new owners have often upgraded 
their rr, but in countries where water remains state- 
owned, operators may be further behind. As with 
power, embedded systems are a particular 
headache. 

Because the millennium bug is not really a 
“bug” in the sense of a virus, there is no risk that 
communications networks will cross-infect each 
other. For the main telephone networks and the 
large telecommunications companies in rich coun- 
tries, it is likely to be business as usual on the big 
day. But smaller and middle-sized companies, even 
in the United States, may not do so well. "There are 
some 1,400 of them, and some are probably in stel- 
lar shape, but some are doing nothing," says Mi- 
chael Powell, a commissioner at the Federal Com- 
munications Commission. 

Unlike the networks that distribute power and 
water, the telecommunications network is global. 
That means carriers in the rich countries have a 
business interest in the readiness of their opposite 
numbers elsewhere. A survey of carriers in 113 coun- 
tries by the American State Department in March 
found that fewer than half expected to be millen- 
nium-ready in time. 


But will you fly? 

Airlines also have an interest in what happens 
around the world. They, more than any other indus- 
try, are under pressure from their insurers. IATA 
plans to publish a “cartography of Year 2000" by 
mid-1999, highlighting potentially hazardous fly- 
ing zones and airports. Established carriers will 
simply avoid them. That, coupled with the fact that 
aircraft on international flights are made by a rela- 
tively small number of well-organised companies, 
should ensure that international air travel will be 
one of the safer ways to get about in the early days of 
the new millennium. 

It may, however, be slow and inconvenient fora 
while. At Sydney airport, Varina Nissen, head of 
corporate relations, points out that, if check-in fora 
flight has to be done manually, the average time re- 
quired at rush hour rises from 20 to 45 minutes. 
That has knock-on effects on the number of people 
in the terminal building, on parking, baggage-han- 
dling and ultimately departure times. For rich- 
world airlines, the main worry may be air-traffic 
control in middle-income countries, together with 
a host of niggling details: will they be able to refuel 
the flight, or settle the bill for the crew’s accommo- 
dation? If not, they will not fly to that destination. 


Financial institutions realised early on that they 
were exposed to three different sorts of risk. Their 
own systems might give trouble; the electronic links 
that transmit money, financial instruments and in- 
formation might not work; and most important of 
all, their borrowers might get into a mess, creating a 
counterparty credit risk. That means banks, along 
with insurers, have a key role in coaxing other com- 
panies into taking action. 

Banks have announced the biggest Year 2000 
budgets outside the public sector to date (see chart 
6). The rough rule of thumb is that they will spend 
$1m for every $1 billion of assets. Financial institu- 
tions are not only more dependent on information 
technology than any other industry, they are also 
more tightly regulated. Edward Kelley, a governor 
of the Federal Reserve Board, which has visited 
13,000 financial institutions, says that “well over 
90% are well along towards ensuring compliance, 
and the 4-6% not as yet where they should be are 
being watched intensively." 

Once big banks and financial institutions take 
the issue seriously, they begin to put pressure on 
others. Thus swirr, the global financial communi- 
cations network, is imposing tests on its 6,000-or-so 
members around the world; Visa is pushing its 
22,000 member banks not just to make their own 
systems compliant but also to look at the terminals, 
stocks and suppliers of the merchants they deal 
with. Bigger banks are plying their counterparties 
with questionnaires. The implicit threat that they 
might restrict credit is likely to spread the message 
more effectively than any government campaign. 

Here, as in so many other areas, large American 
institutions seem to be ahead of the pack. “The rr 
culture is stronger among managers than in Eu- 
rope, especially in banks," explains Samuel Theo- 
dore of Moody's Investor Services. "And the drive 
has come from regulators, who in particular tend to 
be more familiar with rr than regulators elsewhere." 
This has also prompted large European banks with 
a presence in the American market to start work ear- 
lier than others in Europe. 

In finance, the systemic risks that might arise 
from one big collapse have attracted the attention 
of the Bank for International Settlements, which 
has been prodding central banks to take action. 
They have a role not just as regulators, but also as 
managers of their economies. Both the Federal Re- 
serve and the Bank of England, for instance, are de- 
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ciding what to do if half a dozen banks were to find 
that they could not settle their accounts at the end of 
the day. They are also trying to estimate how much 
extra money a nervous economy is likely to want to 
have in circulation on the eve of the millennium: 
the Fed plans to add $50 billion to the govern- 
ment’s usual $150 billion stock of dollar bills. 
Undoubtedly financial institutions will take 
cover as the millennium approaches. Tanya Beder 
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of Capital Market Risk Advisers in New York, a spe- 
cialist in risk management, expects big fund man- 
agers to stop their year-end trading by December 
15th next year, or at least run it down. Others are 
already planning to rearrange their portfolios, 
moving cash flows on loans out of the period from 
mid-December to the end of the first quarter of 
2000. The main economic threat from the bug will 
be its effect on financial confidence. 





Countries that count 


MONG many tales about the Year 2000 comes 
one from France. A British analyst, interview- 
ing a main-board director ofa leading French bank, 
asked what the company was doing about the mil- 
lennium bug. “The Year 2000 question is a conspir- 
acy cooked up by the Americans and the British to 
create a smokescreen and distract attention away 
from preparations for the single European cur- 
rency,” declared the banker. 

With the main exceptions of Britain, the Nether- 
lands and Scandinavia, European countries have 
taken a strikingly relaxed attitude to the Year 2000. 
"The problems we expect are negligible and will 
not destabilise the economy," averred Christian 
Perret of the French industry ministry in May. 
“Doomsday predictions are aimed to sell rr ser- 
vices; itis a formidable marketing tool." Most Euro- 
pean politicians have said nothing about the Year 
2000. Even more than Americans, they belong to a 
generation that has little feel for rr. In Brussels, the 
issue has barely been discussed. 

On the other hand, Europe's politicians have 
said plenty about the euro, which has also been the 
main preoccupation of rr departments in banks 
and big companies in the 11 countries that will start 
to introduce the currency on January 1st next year. 
From then on, banks in those countries must con- 
vert all incoming payments into euro, and allow 
any client to carry out banking transactions in euro 
if he wishes. Institutions other than banks have 
three years in which to move across to book-keep- 
ing in euros (the issue of currency does not begin 
until 2002), but many large companies plan to be- 
gin at the start of 1999. That will rapidly force their 
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suppliers and business customers to follow. 

Accommodating the euro is at least as compli- 
cated as swatting millennium bugs. It requires not 
only extensive staff training, but new business pro- 
cesses, complicated new software and revamped 
computer operating systems to deal with the new 
currency symbol. (That creates special problems in 
Ireland, where the computer key which the Com- 
mission wants to represent the euro is already used 
for a Gaelic accent.) For European banks, estimates 
Merrill Lynch, the median cost of euro conversion 
is 2.6 times larger than the Year 2000 bill. 

Will the experience of one be useful for the 
other? The danger is that software changes made by 
the team working on the euro will be disrupted by 
the team working on the Year 2000. The euro dead- 
line, being a year earlier, has necessarily had prior- 
ity. "We see the urgent competing with the impor- 
tant" says Graham Brown of Neaman Bond, a 
consultancy that has been asking companies since 
autumn 1996 which problem they were concentrat- 
ing on (see chart 7). 

Priority for the euro may explain the finding in 
several surveys that companies in continental Eu- 
rope have generally done less to fix the millennium 
bug than their counterparts in the United States. "It 
is our impression that there is a striking difference 
in awareness and sense of urgency" between the 
United States and continental Europe, says a recent 
report by Goldman Sachs, an investment bank. One 
reason may be that the United States, having be- 
come more heavily computerised earlier, runs 
more ofa risk of disruption. Europe, like Japan, has 
roughly half as many rcs per 100 people as the 
United States and—more important—proportion- 
ately about half as many mainframes. 

But another explanation is simply that Europe 
began late. That is certainly the conclusion of the 
most detailed examination yet of Europe's banks, 
published by Moody's in May. Large banks, it re- 
ports, are well advanced. But Moody's is worried 
about the ability of smaller banks (such as the sav- 
ings and co-operative banks in Germany) to cope 
with the double challenge. 

Should the Eu have postponed the introduction 
ofthe euro when the scale of the Year 2000 problem 
began to emerge? David Wright, a senior official in 
the Brussels office of Jacques Santer, the EU Com- 
mission’s president, scoffs at the idea. “Nobody in 
the Commission considered the link between the 
two,” he says. “The Year 2000 is still not seen as a 
serious issue here. It would have been politically 
unthinkable to have linked the two.” And when the 
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No hiding place 


USUALLY among modern 
scourges, the Year 2000 problem 
afflicts the rich more than the poor. Not 
only do developing countries rely less 
on computers; they are also more used 
to the inconveniences the millennium 
may bring, such as failing power sup- 
plies, delayed flights and dead tele- 
phones. But some of the poorest coun- 
tries depend disproportionately on 
ageing mainframes or a handful of con- 
trol systems for crucial parts of their 
economies. And some of the newly 
industrialising countries make enough 
use of both computers and instruments 
containing embedded systems to face 
serious disruption. 

Many of them seem perilously un- 
aware of the difficulties they may face 
over the next two years. lain Anderson, 
who advises Britain's Tony Blair on mil- 
lennium issues, recalls a recent lunch 
with a senior Thai businessman. "He 
said, ‘Of course, it doesn't affect us be- 
cause we have a different calendar. But 
the Thais got their operating systems 
from the United States and then gave 
them Thai tweaks.” This Gregorian fal- 
lacy also seems to affect other parts of 


Asia and much ofthe Middle East. 

The World Bank has become anx- 
ious to jolt industrialising countries 
into action. Among the 30 countries 
with the largest repairs to undertake, ten 
are developing countries (see chart 8). 
They include Russia, Ukraine, India 
and Pakistan. South Africa is almost 
alone in having made good progress. 

The least developed countries face 
special difficulties. Sometimes their 
software was pirated; sometimes they 
were given equipment as aid, and the 
providers do not want to pay for repairs. 
Hardware is generally ancient, leaving 
them with no option but to scrap and 
replace. That is hard for a country whose 
currency has collapsed against the dol- 
lar, which is widely used for invoicing 
new software and hardware. The poor 
tend to find themselves at the back of 
the queue for help from 
manufacturers, ven- 
dors or consultants. 

The International 
Telecommunication 
Union has set up a 
working party under 
Ron Balls, seconded 






































from Britain's Br. "I'm trying to say to 
some of the major vendors: you know 
what's where. Please tell us." He is urging 
big multinationals to help, and chivvy- 
ing not just telecoms operators, but 
power and water companies in devel- 
oping countries as well. Companies 
such as BT, IBM and Cable & Wireless 
are offering training. But he frets about 
Russia and some parts of Central Amer- 
ica, which have not even asked for help. 

At the World Bank, Carlos Primo 
Braga, who heads the unit dealing with 
the issue, has similar qualms. The bank 
has little money for millennium work. 
What it has to spend goes to run semi- 
nars and help countries such as Maure- 
tania and El Salvador develop national 
plans. At this late stage, the ponderous 
bureaucracy of international aid is par- 
ticularly unhelpful. 

For multinationals working in 
industrialising countries, the main wor- 
ries are infrastructure and the readiness 
of key trading partners. Des Dempsey, 
commercial director of Unilever in In- 
donesia, says the telephone company 
there expects to be compliant by the 
middle of 1999 and the electricity board 
by the end of that year, but the water 
company has not taken up his invita- 
tion to come and talk. Given the present 
political and economic turbulence, the 
Year 2000 may not be the most pressing 
problem facing many Indonesian com- 
panies. Mr Dempsey plans to build 
buffer stocks to see him through. 

Developing countries are likely to 
become the first victims of "fortressing" 
next year as rich-world institutions try 
to insulate themselves from the risks of 
doing business with them. Common- 
wealth Bank's Mr Pritchard recalls a 
conversation with a businessman who 
exported to Asia. "They usually pay 
when the goods arrive,” he said. “But I’m 
going to change my terms as the millen- 
nium approaches and say, pay in ad- 
vance or it doesn't go on the ship." 
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idea was put to Sir Leon Brittan, the EU's trade com- 
missioner, his response was a merry laugh. 


The Japanese enigma 
Japan is also large but distracted. Outsiders regu- 
larly confess they are mystified by what is happen- 
ing—or not happening—there. The Gartner Group 
puts Japan's level of preparation roughly on a par 
with that of Mexico or Brazil. The published bud- 
gets of Japanese banks for coping with the Year 
2000 are dwarfed by those of large banks in Europe 
or North America. Citicorp, for example, is spend- 
ing $600m, whereas Tokyo-Mitsubishi Bank, Ja- 
pan's biggest, thinks that $100m will be enough. 
Officials at the Bank of Japan insist that the 
country is taking the subject seriously. They cite 


three reasons for the banks' lower spending: 

* Japanese banks still rely mainly on large main- 
frame computers, which are less expensive to sur- 
vey and repair than the widely distributed client- 
server systems common in American banks. 

* Much remedial work was done in the late 1980s 
as part of a general overhaul of the country's finan- 
cial systems. 

* The people who introduced and overhauled Jap- 
anese IT Systems are not—as in America—hired 
guns who stay for a year or so and then move off to 
another employer. Most are still on the same pay- 
roll. In western countries, programmers generally 
do not bother to write down what each line of code 
does and why—especially if they are not likely to be 
around to maintain it. By contrast, Japanese code 


| 
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tends to be extremely well documented. 

Japan has other advantages. It has, for instance, 
an alternative way to write dates, using the emperor 
system (1988 was Showa 63; 1998 is Heisei 10). That 
can cause problems, because it is not always clear 
which system the two digits refer to. But, according 
to Takashi Ohashi, who works on the Year 2000 
project at Fujitsu, a computer firm, small compa- 
nies often find that the simplest way to adjust the 
dates on their applications programs is to switch to 
the emperor system. 

Japanese financial institutions may also have 
spotted the problem earlier: most savings products 
run for five to ten years. And the Japanese Informa- 
tion System User Association (JIsUA) had the fore- 
sight to propose back in 1992 that all programs writ- 
ten in Cobol (the most common language used in 
business systems) should adopt four-digit dates. 

That said, Japan also has special reasons to 
worry. One is a serious shortage of programmers. In 
February the Japanese Information Service Indus- 
try Association (JIsA), which represents computer 
vendors, estimated that some 2m-3m man-months 
of work remained to be done to get ready for the 
millennium, but Fujitsu reckoned at the time that 
the country had only 1.35m man-months of capac- 
ity. Even allowing for some hyperbole, that is an un- 
nerving figure. In addition, neither regulatory pres- 
sure nor legal liability provide as strong a spur to 
action as they do in the United States. 

Awareness of the problem is now rising sharply. 
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Surveys by JISUA and jisa show that in the financial 
year to March 1997, 10% of businesses said they 
were aware of the problem; one year on, it was 60%. 
Officials from the industry ministry worry most 
about small firms and about embedded systems, on 
which Japanese companies have been slow to start 
work. “What the Japanese are spending is probably 
too small,” concludes Yoshinari Fujita of the No- 
mura Research Institute. “I don’t think survey re- 
sponses are trustworthy. Respondents are still too 
naive about the size of the problem.” But then many 
Japanese companies are unsure whether they will 
survive until the new millennium at all. 





Midnight's children 


HERE is a certain irony in the finding, by the 

Gartner Group, that lawyers’ offices are less pre- 
pared for the Year 2000 than those of almost any 
other profession. After all, many lawyers have al- 
ready spotted that they may lunch off the millen- 
nium bug for the rest of their days. No group is so 
aware of this danger as insurers, who are wrestling 
with the need to cover an unprecedented but emi- 
nently foreseeable risk. 

The more mind-boggling estimates of the future 
costs of litigation and damages go up to $1 trillion, a 
figure that stretches credulity, given that it amounts 
to a seventh of America’s entire output for a year. 
But there is certainly plenty of scope for argument 
over who should foot the bill for fixing the bug— 
software vendors or their customers—and who 
should pay for any damage that occurs from bug- 
induced failures. As the FCC's Michael Powell, once 
a class-action litigator, points out, "The formula for 
a powerful lawsuit is that the consequences are 
huge and the causes simple. I can hear it now: ‘They 
knew it was just two little numbers, and my client 
paid the price.’ " Lawyers have already begun to 


sharpen their knives. Reed Kathrein of Milberg 


Weiss made a name for himself filing class-action 
suits on behalf of shareholders upset by a fall in the 
prices of their shares. Now he is bearing down on 
the Year 2000. 

Already, he has filed five class-action suits on be- 
half of consumers or small businesses against com- 
panies such as Intuit which have produced soft- 
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ware that may fail because of Year 2000 problems. 
All the companies involved initially charged cus- 
tomers for patches to see them through. The case 
against Intuit was dismissed by a judge this month. 

Faced with Mr Kathrein, companies have 
tended to change tack and provide the remedy free. 
Claude Stern, of Fenwick & West in California, who 
represents Intuit, complains that its legal problems 
began when it voluntarily provided information 
on its web site about which of its products were 
compliant and which were not. "I'm now being 
contacted by many companies who tell me, why 
should I get sued for doing what Intuit did?" 

But this is only initial jousting. As the millen- 
nium bug becomes more of a problem, Mr Stern 
expects an explosion of cases about warranty law. 
What standards are implied in the purchase of an 
item of software? “Every software program has hun- 
dreds of bugs in it at the time of release,” he argues. 
“The courts have recognised this. But, where the 
Year 2000 problem causes losses, the courts may ask 
whether the law should be more forgiving of soft- 
ware than of a toaster.” 

At the Information Technology Association of 
America, Mr Miller argues that software has 
emerged in the past five years as a critical infrastruc- 
ture, as essential to society as electricity or transport. 
But that achievement imposes new responsibility. 
“We need to deliver more reliable products. Our in- 
dustry says, if you write an article with our software 
and it vanishes, that’s too bad. You wouldn’t buy a 


Feast for lawyers, 
fear for insurers 
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car on that basis. We've got to change." 

Even though the mere loss of data from a com- 
puter does not count as damage, software and hard- 
ware companies may be vulnerable in other ways. If 
a product was compliant several years ago—indi- 
cating that the company that sold it knew there was 
a problem—should all its other, non-compliant 
products not have been labelled accordingly? Mau- 
rice Newman, chairman of Australia's Year 2000 
national steering committee, notices that non-com- 
pliant equipment is still being sold, and is sur- 
prised that consumer groups are not taking more 
interest in the problem. 

"The advent of the automobile changed the law 
in several ways," says Mr Stern. "For instance, it 
changed the law of jurisdiction, so that a person 
who lived in one state could be sued in another. 
Technology changes the law." So it may be with the 
millennium bug. 

For the moment, though, the law and the threat 
of suits are having a different effect. Companies are 
nervous of disclosing whether their products are 
millennium-safe, or how far they have travelled 
along the road to compliance. Mr Kathrein is un- 
abashed. "Early disclosure will greatly reduce the 
possibility of damage,” he insists. “The argument 
that the fear of lawsuits is keeping people from dis- 
closing is baloney.” Vice-President Al Gore has been 
working on a "Good Samaritan" law, which would 
ensure that companies helpfully telling customers 
and others about their own and their products' 
state of readiness could not be held liable if they 
turned out to be wrong. 

Peter de Jager, a veteran Canadian campaigner 
on the Year 2000 problem, last year set up a web 
site, "Project Damocles", to collect information on 
embedded systems and use it to coax action from 
manufacturers of potentially faulty devices. He has 
shut it because "lawyer after lawyer" warned him 
that he might be subpoenaed in the innumerable 
chip cases that lie ahead. That project, he argues, 
should surely be taken over by government. In Aus- 
tralia, a less litigious country, something similar 
has already happened: compliant products and 
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organisations are listed on the web site of Stan- 
dards Australia, a not-for-profit body. 

Fear of breaking antitrust laws is another 
impediment to sharing information. Many compa- 
nies see a need to co-operate with competitors or 
customers to test millennium-readiness. In Austra- 
lia, for example, the large banks are working to- 
gether. So are nursing homes. In Britain, banks are 
pooling information on what industries might 
pose a credit risk. But such collaboration could at- 
tract unwelcome attention from antitrust regula- 
tors. In the United States several industries have 
now received formal dispensations: the rcc and 
the Justice Department agreed, for instance, that 
telephone companies could jointly test integrated 
networks. 


Taking a chance 

For insurers, the Year 2000 is a novel problem. They 
are used to insuring "fortuitous" events—indeed, 
they are often prevented by law from insuring any 
other kind of loss—and yet the millennium prob- 
lem is both totally predictable and remediable. 
Moreover, the basis of their trade is to pay for the 
losses of the unlucky few from the premiums of the 
fortunate many, whereas millennium losses may 
not fit into that pattern. Because the event is with- 
out precedent, “the only prediction that can be 
made is that losses will probably be either fairly 
small or extremely massive," says a paper by An- 
thony Fitzsimmonds, an aviation specialist at Ince, 
a firm of London solicitors. "An insurer taking on a 
large millennium-exposed portfolio without 
proper investigation ... is playing Russian roulette 
with its capital." 

Insurers' first instinct has been to exclude Year 
2000 cover from policies. In the United States, sev- 
eral state legislatures have allowed insurers to ex- 
clude millennium risk. In London, home to almost 
40% of world aviation insurance, the market has 
drawn up a model exclusion clause. But definitions 
may be tricky: what happens, for instance, if a fire 
starts and the alarm system duly goes off, but be- 
cause the telephone system has been disabled by 
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millennium problems the fire brigade is not sum- 
moned in time? It may be hard to pin a problem on 
the millennium bug unless it occurs on the stroke of 
midnight. And even if it does, insurers may quarrel 
among themselves: many policies expire on De- 
cember 31st, and if a policyholder has changed in- 
surers there may be arguments about liability. 

Yet many businesses cannot operate without in- 
surance. Aeroplanes cannot fly; ships cannot enter 
port. Without health-and-safety cover for their em- 
ployees, many firms would hesitate to trade. To 
square this circle, insurers are entering the ques- 
tionnaire business. Britain's aviation insurers, for 
instance, are sending a list of questions to airlines. 
If they are satisfied with the answers, they will offer 
cover for the airline's core risk. But they will not nec- 
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essarily give cover against delays if the baggage han- 
dling or check-out desk were to seize up, or against a 
general grounding of aeroplanes by regulators— 
such as might happen if, in the first few days of 
2000, an airline with a good safety record suffered 
an unexplained crash. "We have gone through 10-15 
years of litigation on pollution," says Martin Cox of 
the British Aviation Insurance Group, who has 
chaired an industry working party on the Year 
2000. "We don't want this to be a repeat." 

In fact, many insurers will probably end up of- 
fering some form of millennial coverage; but few 
businesses will have their fingers more firmly 
crossed as 1999 wears on. And few will have more 
need of their lawyers to kybosh that $1 trillion- 
worth of prospective lawsuits. 





Millennial economics 


HE most predictable thing about the Year 2000 

problem is the uncertainty it will generate. That 
uncertainty will spread as the millennium ap- 
proaches, and could easily tip into panic. There is 
little doubt that this will have a palpable economic 
effect in the second half of next year. Harder to pre- 
dict is the economic impact of the disruption that 
the bug will cause. 

Most of the numbers on the prospective dam- 
age are actually estimates of what is being spent on 
debugging. Those are difficult enough. In some 
countries, tax breaks for Year 2000 investments are 
an invitation to push through lots of other software 
spending at the same time. Conversely, some com- 
panies that are doing their own repair work may 
find themselves understating the costs if they sim- 
ply take the money from their general information- 
technology budgets. 

Two much-quoted estimates for the global cost 
of software repairs, calculated in different ways, 
come to similar orders of magnitude. Thus Software 
Productivity Research comes up with $530 billion 
(plus just over $1 trillion to test, retest, sort out em- 
bedded systems and pay off the lawyers), whereas 
Gartner Group suggests a range between $300 bil- 
lion and $600 billion. The eventual figure may be 
lower: the Federal Reserve guesses that it will cost 
rather more than $50 billion to sort out America's 
private sector; and the United States accounts for 
around one-fifth of world output but one-third of 
its computer base. If the Fed's estimate is right, the 
eventual global figure, at least before lawyers' bills, 
might be $200 billion-$300 billion. 
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These are daunting sums (though bear in mind 
that total rr spending between 1997 and 2000 is 
likely to be around $1.6 trillion even without those 
extra costs). What effect will they have on the 
broader economy? Many companies feel that Year 
2000 spending is money down the drain: the 
equivalent of spending to meet pollution stan- 
dards, say, the main virtue of which is to buy protec- 
tion against lawsuits. 

In fact, spending on bug eradication is of two 
sorts. Where work on the problem began early 
enough, lasting gains have been achieved by replac- 
ing ancient software and equipment. But much 
work, such as the adjustments made to old software 
code, will merely buy protection from disruption. 

For the consultants who do the eradicating, 
spending of either kind is equally welcome. But this 
is one of those instances where, because of the way 
countries measure GDP, a disaster appears to stimu- 
late growth when all it really does is stimulate activ- 
ity to limit the damage. When the Exxon Valdez 
spilt oil in Alaska’s Prince William Sound, the con- 
sequent clean-up created a local boom. In the same 
way, spending on bug protection, although it will 
boost GDP, will not improve long-term economic 
growth. Indeed, it will slow productivity growth, be- 
cause workers are spending more time on tedious 
tasks and tests instead of thinking up new ideas. 

Investment in new software (which in most 
countries still perversely appears in the national ac- 
counts as a cost of production) should certainly in- 
crease productivity and make countries richer, but 
much of the investment triggered by the Year 2000 
problem is not necessarily additional; it would 
probably have been made anyway and is simply be- 
ing brought forward. It just looks bigger because sal- 
aries for rr staff are currently being inflated by bug- 
induced demand. 

The overall economic effect of bug-squashing 
will depend on which kind of spending predomi- 
nates. As the millennium approaches, the balance 
is likely to tilt in favour of the down-the-drain sort, 
probably causing a small reduction in economic 
growth. The Fed expects about a tenth of a percent- 
age point to be shaved off American GDP over the 
two years to the turn of the millennium. HSBC, a 
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bank, reckons British GDP will be slowed by around 
0.5% this year, but not at all next year. 


Jitter bug 

Returning from the party ofthe century, will people 
face a prolonged recession inflicted by the bug? Mr 
Yardeni at Deutsche Bank Securities thinks so. But 
he freely admits that his forecast of a 70% probabil- 
ity of a bug-induced post-millennial recession is 
not based on any economic model. “It’s a way for 
me to convey my concern.” 

Others take a more sanguine view. America’s 
Council of Economic Advisers, looking for a 
precedent, has combed through a disheartening list 
of strikes, meteorological catastrophes and big tech- 
nical failures in the past and concluded, unexpect- 
edly, that such events hardly ever show up in GDP, 
even during the quarter in which they occur. When 
the workers at United Parcel Services went on strike 
last year, most of their work simply passed to other 
shippers. The devastating power cut in Auckland 
earlier this year, which was widely expected to take 
0.3% off New Zealand's Gpp, did not even cause a 
blip in the statistics. 

The sheer scale of the Year 2000 problem may 
make it different. But how different? Economists at 
ING Barings tried to model the effects of post-mil- 
lennial glitches on the Netherlands. They made a 
number of assumptions to simplify the calcula- 
tions, such as that most countries with strong links 
with the Dutch economy will have reached a simi- 
lar state of readiness (unlikely); that one-fifth of all 
businesses will lose two-months"-worth of produc- 
tion, half of which will be made good later in the 
year; that production problems abroad will reduce 
Dutch exports by two percentage points; that pri- 
vate consumption will drop by 0.25%; and that de- 
mand for rr and similar services will enjoy a boost. 
They concluded that, on these assumptions, final 
demand in 2000 will be reduced by 1.4%, with the 
greatest loss suffered by exports. 

That would hardly amount to a recession. But if 
it happened, it might come at a bad time, when 
global demand may already be floundering, and 
when the end of the millennium will rattle nerves 
anyway. Just to add to the general sense of doom, 
there may well be signs in the sky: the Leonides, the 
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largest shower of meteors for 30 years, is due in No- 
vember 1999, and may knock out a few communi- 
cations satellites. 

However, a panic may also create a frenetic little 
boom of its own. Many companies and individuals 
will stock up to prepare for bug-related problems. 
Firms worried about the reliability of key suppliers 
will buy in stocks of components, and bring for- 
ward projects into 1999. Businessmen nervous 
about flying after the turn of the year will take their 
trip in late 1999 instead. As for consumers, in many 
countries they already stock up before Christmas or 
the New Year. In December next year, they will fill 
up their freezers, cars and wallets—just in case. 

That, together with all the spending on millen- 
nial celebrations, will create a frenzy of activity in 
the final months of 1999. The first months of the 
new century will be marked by a giant hangover, 
depicted in chart 9 on the previous page. To some 
extent, that too will be a matter of timing: all those 
stocks laid in before the event will have to be used 
up before companies and consumers spend any 
more. But two other factors will also be at work. 

First, glitches will undoubtedly cause some loss 
of productivity. Much of it may be made up later, 
but not all: a newspaper unpublished, or a flight 
cancelled, will be lost for good. Second, confidence 
will be affected as the full extent of the Year 2000 
problem becomes clear and media reports seize on 
the more sensational aspects. Lots of things are 
bound to go wrong, and even in the absence of any 
big disaster anything without an obvious cause will 
be blamed on the bug. That will instil caution in 
companies and pessimism among individuals. 

So, even though the millennium bug is unlikely 
to cause a global recession, it will certainly aggra- 
vate a downturn. Its direct effects will be unpleas- 
ant in many ways. Around the world, it will disrupt 
power supplies, telephone services, transport and 
hospitals. It will drive some companies into bank- 
ruptcy. It will kill people, perhaps just a few, but 
conceivably several thousand. Coming at the end of 
a century in which wealth and living standards 
have improved so dramatically, it will be a sharp 
reminder of just how much those improvements 
depend on technology; and how easily that tech- 
nology can go wrong. 
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Friends in the wrong places 


Allies in big business, and enemies in the cabinet and the unions, could make 
Peter Mandelson's stint as trade and industry secretary uncomfortable 


Simo years ago a junior researcher 
resigned from the Trades Union Con- 
gress after being told by the general secre- 
tary, Len Murray, that his close links with a 
leftish organisation, the British Youth 
Council, were incompatible with his job. 

Whether or not that early rift was re- 
sponsible, the relationship between Peter 
Mandelson and the trade-union move- 
ment has never been marked by much 
warmth. This week, the new trade-and-in- 
dustry secretary sought to make a fresh 
start. His speech to the TuC's annual confer- 
ence in Blackpool on September 17th con- 
tained a courageous assertion that a New 
Labour government would never “contract 
out” its responsibilities to the unions. But it 
also included plenty of conciliatory words. 
The mixture did not work—at times Mr 
Mandelson’s speech seemed like a com- 
bination of flat jokes and applause lines 
greeted in stony silence. To many union 
barons he clearly remains “the prince of 
darkness”. 

It is already clear, after only two months 
in his new post, that Mr Mandelson is de- 
termined to play a very different role from 
his predecessor, Margaret Beckett. She in- 
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curred the wrath of Downing Street by 
pressing the union case over the minimum 
wage for young workers. She was also 
dubbed “Mrs Blockitt” by businessmen, af- 
ter she insisted on referring merger deci- 
sions to the Monopolies and Mergers Com- 
mission in the teeth of advice from the 
Office of Fair Trading. 

The new trade-and-industry secretary, 
by contrast, is determinedly pro-business. 
Indeed as head ofthe project to build a vast 
Millennium Dome on the banks of the 
Thames, he has had to seek large amounts 
of hard cash and other favours from the big 
guns of British industry, ranging from 
Tesco and British Telecom to GEC and Brit- 
ish Airways (BA). This is awkward. The suc- 
cess of the Dome—and therefore the pres- 
ervation of Mr Mandelson's reputation— 
depends to a significant degree on the lar- 
gesse of these companies. But as trade-and- 
industry secretary, Mr Mandelson has to 
adjucate on matters that directly affect 
them—he is both judge and supplicant. 

For example, Mr Mandelson will soon 
have to rule on BA's planned deal with 
American Airlines—but BA's chief execu- 
tive, Bob Ayling, is also chairman of the 


board of the “New Millennium Experience 
Company". Similarly BSkys have come up 
with £12m ($20m) of sponsorship money 
for the Dome—and Mr Mandelson may 
have to rule on the company's bid to take 
over Manchester United football club. 

In both cases the minister has had to ask 
his department's permanent secretary, Mi- 
chael Scholar, whether these relationships 
could jeopardise his quasi-judicial role in 
charge of competition policy. He has been 
advised that there is no bar to him ruling 
on either deal. But it is inevitable that eye- 
brows will be raised if, as expected, he gives 
them the green light. 

This has provided the spur for the Trea- 
sury to push for an independent Compe- 
tition Commission, which would remove 
discretionary powers over mergers from 
the trade-and-industry secretary. Mr 
Mandelson, unsurprisingly, is not keen. 

At present Mr Mandelson's allies are 
keen to stress their man's closeness, not 
with business, but with the prime minister. 
This, they say, will give his department a 
political clout that it lacked under his 
predecessor. An early test of that influence 
will come this autumn when the future of 
the Post Office will be decided. An 18- 
month review of the monopoly, which has 
an annual turnover of more than £6 billion 
and a workforce of nearly 200,000, is virtu- 
ally complete. 

Mr Mandelson said in his speech that 
no decision had been taken. But he is said 
to be privately sceptical about his predeces- 
sor's preferred solution of an independent, 
publicly owned company. Instead he ap- 
pears to favour selling off a minority stake, 
possibly as much as 49%, worth about £2 
billion. Whether he will be allowed to go so 
far will depend on the prime minister's 
view of the risks of infuriating the Post Of- 
fice unions, who are strongly opposed to 
even a partial share sale. The general secre- 
tary of the Communication Workers 
Union, Derek Hodgson, claims to have re- 
ceived assurances from the chancellor, Gor- 
don Brown, that the government would 
not countenance “a sell-off”. 

Another crucial decision expected 
shortly concerns the future of the coal in- 
dustry. Mrs Beckett supported a morato- 
rium on planning approval for new gas sta- 
tions in an attempt to give Britain’s 
beleaguered coal industry a vital breathing 
space. Mr Mandelson will not want to 
abandon the miners to market forces. But 
Whitehall sources were downplaying sug- 
gestions this week that he was proposing to 
go further than the limited support mea- 
sures proposed in the consultative docu- 
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BRITAIN 
ment published in the summer. 

Mr Mandelson was once said admir- 
ingly by his patron, Tony Blair, to have 
"balls of steel". No doubt these will be use- 
ful in his new job, but he will need more 
than robustness and prime ministerial pa- 
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tronage if he is to succeed in a notoriously 
difficult department. His tricky relation- 
ships with both the deputy prime minister, 
John Prescott, and the chancellor leave him 
dangerously short of heavyweight allies in 
the battles ahead. 
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Eddie in the lions' den 


The governor of the Bank of England brought little cheer to the Trades Union 
Congress this week. Even so, a cut in interest rates is looking more likely 


€€ T FEEL like Daniel in the lions’ den,” 
said Eddie George, governor of the 
Bank of England, in Blackpool on Septem- 
ber 15th, when he became the first holder of 
his office to address the Trades Union Con- 
gress. Unlike Daniel, however, the governor 
did not need divine intervention in order 
to survive his ordeal. The trade unionists 
had been roaring their disapproval of the 
Bank's failure, as they see it, to cut interest 
rates since raising them to 7.5% in June. In 
the event, they laughed heartily at Mr 
George's opening jokes, listened quietly 
while he delivered a lesson in economics 
and clapped politely when he finished. 

Yet no one was surprised by Mr 
George's civil reception. Why? Because the 
trade unions see themselves less as the lions 
that surrounded Daniel than as the poor 
creature with a thorn in his paw that failed 
to maul Androcles. They roar not because 
they are the savage beasts that they were in 
the 1970s, but because they are hurt at hav- 
ing been excluded from political influence 
for so long. With the Labour Party in office, 
they would like the government, as well as 
the Bank of England and employers, to pay 
more attention to them. So although they 
disagree with Mr George, they were glad 
that he came at all. 

The unions' biggest grumble is pay, on 
which they are at odds with both the gov- 
ernment and the Bank. This years pay 
awards for public-sector workers, such as 
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teachers, nurses and doctors, are being 
made in two stages (continuing a practice 
begun by the Conservatives). This helps to 
hold down public spending—but also cuts 
their value to employees. And the chancel- 
lor, Gordon Brown, has called repeatedly 
for pay restraint in the private sector in or- 
der to help keep inflation under control. 
Since last autumn, earnings in the private 
sector have been rising too quickly for the 





Bank of England's liking, and were the 
main reason for the increase in interest 
rates in June. 

The unions complain that pay restraint 
is being applied at the bottom of the pay 
ladder and not at the top. Hence a head- 
line-grabbing growl on the first day of the 
conference from John Edmonds, general 
secretary of the GMB, Britain’s fourth-big- 
gest union, and this year’s Tuc president, 
denouncing any company boss awarding 
himself a huge rise while his workers get a 
pittance as a “greedy bastard”. A fairer way 
of holding down inflation, said Mr Ed- 
monds, would be to increase income-tax 
rates for high earners. 

Hence also the unions’ continued 
grumbling about the national minimum 
wage, which is due to be set at £3.60 ($6.00) 
an hour when it is introduced next April. 
“Thank you for the principle. Shame about 
the rate,” said Bill Morris, head of the Trans- 
port and General Workers’ Union, the sec- 
ond-biggest. The Tuc had wanted £4-plus; 
some unionists had demanded £4.61. Now, 
says Mr Morris, the aim should be £5. 

The government is unlikely to be sym- 
pathetic to much of this. True, it is arguable 
that Mr Brown ought to have increased 
taxes by more than he did in his 1997 bud- 
get. Then monetary policy might have 
needed to be less tight, sterling might have 
risen by less, and manufacturing, now in 
recession, might have borne a less dispro- 
portionate share of the burden of slowing 
the economy down. But contrary to what 
Mr Edmonds thinks, this would have 
meant higher taxes for the bulk of the popu- 
lation, not just fat cats. And higher income- 
tax rates, as favoured by Mr Edmonds, were 
ruled out for the duration of this parlia- 
ment before Labour took office. On the 
minimum wage, the government took great 
care to limit its potential cost in terms of 
jobs, for example by setting a 
lower rate for those aged under 
22. While a wage floor of £3.60 an 
hour is unlikely to cost many 
jobs, a rate of £5 would surely bea 
job-destroyer. 

And what of the ruc's other 
main economic pleas, for lower 
interest rates? There was little 
hint of this in Mr George's 
speech—in spite of the tone of 
some press reports. Yes, he did tell 
the trade unionists that the 
Bank's inflation target was sym- 
metrical: signs that “RPIx” infla- 
tion (ie, excluding mortgage-in- 
terest payments) would fall 
below 2.5% would be treated just 
as seriously as signs that it would 
rise above it. But this was no more 
than a reminder of the Bank's for- 
mal remit, chosen with the gover- 
nors audience in mind. 

True, the governor did add 
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Youthful high spirits 


| 


EW sights are more repellent than 
| young Brits, especially the male of the 
| species, having a good time abroad. Stag- 
| gering around blind drunk is often a cru- 
| cial part of the festivities. During last sum- 
mers World Cup, drunken Brits even 
frightened the French (no strangers to al- 
cohol). Last month Britain's vice-consul 
on the Spanish island of Ibiza resigned, 
saying he was revolted by the drunken an- 
tics of his young compatriots, which 
ranged from brawling and having sex in 
public, to killing themselves by falling off 
balconies or into the harbour. 

Serious boozers are, of course, a mi- 
nority among the British young—but a 
growing one. Well before they reach 18, 
the age at which they can legally buy a 
drink, most youngsters are drinking regu- 
larly. A study by the Schools Health Edu- 
cation Unit last year found, for instance, 
that 20% of boys aged 15-16 were drinking 
| atleast five pints of beer a week, and 10% 
| of boys and girls in that age group had 

drunk more than the “safe” adult limit in 
the previous week. 

In the 1990s, two changes have oc- 
curred in the drinking patterns of the 
young. A significant minority of those 
who drink weekly are swilling more at 
each session; and their choice of drink 
has changed, as the drinks industry has 
tried to cater for their tastes. Among 18-24- 
year-olds, who have always been the main 
group drinking more than is good for 
them, 40% of men and 24% of women reg- 
ularly drink more than is reckoned to be 
safe (the equivalent of two glasses of wine 
a day for women or three for men). The 
faster rise has been in the proportion of 
hard-drinking young women. 

Young drinkers create a quandary for 
Britain’s drinks companies. They are anx- 
ious not to be seen to encourage under- 





that the world’s economic troubles had “re- 
duced the likelihood that we will need to 
tighten policy further”. They could increase 
the chances of inflation falling below the 
target—which would imply a cut. But, he 
went on, this was still not the view of a ma- 
jority of the Bank’s monetary-policy com- 
mittee, which sets interest rates. Indeed, the 
day after Mr George’s speech it was revealed 
that one member of the Mpc had actually 
voted for a rate increase (against one for a 
cut, and seven for no change) at the com- 
mittee’s August meeting. 

Nevertheless, there are reasons to think 
that the unions, and others clamouring for 
an easing of monetary policy, might soon 
be granted their wish. The strongest signs 
that interest rates have peaked, and may 
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age drinking. But they are equally keen for 
new customers among the over 18s, espe- 
cially as the market for alcohol drunk at 
home has been chiselled away by duty- 
dodging imports across the Channel. 
Some companies have found inge- 
nious ways to square the circle—and, at 
the same time, to persuade the young to 
try drinks once quaffed only by old buff- 
ers. Julian Spooner, the marketing direc- 
tor of Guinness in Britain, has helped to 
bring the average age of a Guinness 
drinker down from the late 40s a decade 
ago to under 35 today. One tactic is to 
sponsor students to run promotions in 
universities. Another has been to launch a 
chilled version of Guinness. A sister divi- 
sion of Mr Spooner's group, Diageo, has 
been trying to create a youthful fashion 
for single malt whiskies. A rival drinks 
company, Allied Domecq, has concen- 
trated on launching chains of pubs aimed 
at the young: for instance, the 250 





A promising new market 


fall soon, did not lie in anything Mr George 
said to the unions. Nor was there much in 
the news that RPIX inflation fell to 2.5% in 
August, for the first time since January: to- 
day's inflation rate reflects the monetary 
policy of a year or two ago. Instead, the 
most significant news was the labour-mar- 
ket statistics released on September 16th. 

On the face of it, another fall in unem- 
ployment, and a jobless rate of 6.2%, is a 
sign that labour markets are still tight, and 
hence a risk to inflation. So too is the offi- 
cial measure of average earnings. In the 
three months to July earnings were 4.7% 
higher than a year before, and the Bank 
worries about anything above 4.5%—the 
sum of the inflation target and the long-run 
rate of productivity growth, about 2%. 


branches of Mr Q's specialise in loud mu- 
sic and pool tables. 

Many young people, though, drink 
much less traditional tipples than 
Guinness or malt whisky. Young men are 
going for extra-strength lagers or potent 
white ciders with promising names such 
as "Ice Dragon” or “TNT”; young women 
tend to favour strong fruit-wines, such as 
“Mad Dog 20/20” or various concoctions 
based on vodka. But such fashion drink- 
ing is a fickle business. Two years ago, 
there was much huffing and puffing 
about alcopops—mixtures of alcohol and 
lemonade, clearly not aimed at adult 
drinkers. Then sales collapsed. 

Once through their mid-20s, most 
people drink less: they have less spare 
cash, and less free time. The big unknown 
is what the long-term results of excessive 
drinking will be. But one study, of Swed- 
ish conscripts, suggests that those who 
drink heavily at 18 have a higher risk of 
dying, and of dying violently, in the fol- 
lowing ten years. Especially, of course, if | 
they fall off balconies in Ibiza. 





But earnings growth has slowed sharply 
since the spring. Indeed, in the year to July 
earnings rose by only 4.3% (see chart on pre- 
vious page); and only if wages have risen 
very sharply in August will the official mea- 
sure stay above 4.5%. Michael Dicks, an 
economist at Lehman Brothers, points out 
that a slowing economy will start to drag 
earnings growth down next year. 

In its previous Inflation Report, in Au- 
gust, the Bank upped its forecast for infla- 
tion during the next year or so, citing rising 
earnings growth. It now looks as if its fears 
were overdone. Pay, gradually, does seem to 
be being restrained. Too bad for Mr Ed- 
monds that it is happening with no curbs 
on the “greedy bastards”. 
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Northern Ireland 


Alternative Ulster 


BELFAST 


The province's politicians have only a few months to invent themselves a new 
government. After 24 years of grumbling at how London is running the place, 


they will soon find out how hard it is 


UNCHTIME in the canteen of the Stor- 
mont parliament building near Belfast: 
the Rev William McCrea of the hard-line 
Democratic Unionist Party (DUP) squeezes 
past Gerry Adams, leader of Sinn Fein, the 
IRA’s political wing, to collect his cutlery. 
After almost 30 years of conflict, the re- 
convening of Northern Ireland's new as- 
sembly this week, following its brief inau- 
gural session in July, saw the emergence of 
something like a normal parliamentary 
routine, with political rivals trading barbs 
in the debating chamber and then waiting 
together in the canteen queue. Though 
some big obstacles remain—such as 
whether the IRA should decommission any 
of its weapons before Sinn Fein can take its 
seats in the assembly’s "cabinet"—Ulster is 
edging towards forming a government that 
will take in both diehard defenders of its 
union with Britain and those who have 
fought, literally, for a united Ireland. 


Divided they rule 


After the partition of Ireland in 1921, Ulster 
was run by an assembly dominated by Prot- 
estant unionists, in which the province's 
mainly Catholic nationalists (those seeking 
a united Ireland by constitutional means) 
had no influence and its republicans (those 
ready to use violence to the same end) took 
no part. A brief attempt at a power-sharing 
government, in 1974, collapsed after only a 
few months, fora variety of reasons: neither 
republicans nor loyalists (ie, unionists pre- 
pared to use illegal force) took part in the 
process, and both continued to bomb and 
shoot; a badly timed British election gave a 
platform to anti-agreement unionists, who 
won almost all of the Ulster seats at West- 
minster; loyalist-run strikes brought Ulster 
to a halt. The new Labour government soon 
gave up and imposed direct rule from 
London. 

This time, the paramilitaries on both 
sides are on ceasefire and pledged to the 
agreement signed on Good Friday. Sitting 
in the new assembly are political represen- 
tatives of both the IRA and the Ulster Vol- 
unteer Force (Uvr), one of the main loyalist 
groups. Despite their many differences, all 
the main parties are talking about their 
common ground on such issues as the 
economy and agriculture. This is even true 
of the pup, which was bitterly opposed to 
the agreement: "there are a lot of things on 
which the parties are together," says StClair 
McAlister, the purs director of 
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communications. 

Though the pur says it will not sit at the 
cabinet table with Sinn Fein, Mr McAlister 
says it will take up the ministerial positions 
that the agreement entitles it to, and do its 
best to ensure that its departments work 
smoothly with the others. The pup is not 
even ruling out the possibility that its min- 
isters will sit with ones from the Irish Re- 
public on the “north-south council”. This 
will supervise the cross-border bodies that 
are the second of the three strands in the 
Good Friday agreement (the third being a 
forum with representatives from London, 
Dublin and the Ulster, Scottish, Welsh, Isle 
of Man and Channel Islands assemblies). 
However, David Trimble, Ulsters new 
"first minister", has fired a shot across the 
DUP's bows, saying he will not have "rogue 
ministers" in his administration. 

As well as being first minister, Mr 
Trimble is leader of the Ulster Unionist 
Party (UUP). The assembly has also chosen 
as deputy first minister Seamus Mallon, the 
deputy leader of the nationalist Social 
Democratic and Labour Party (SDLP). Theirs 
are the largest parties in the assembly (see 
diagram), even after three anti-agreement 
UUP members broke away this week to 
form the United Unionist Assembly Party. 

Thefirst minister and his deputy will be 
joined around the cabinet table by a num- 
ber of ministers, drawn from the UUP, SDLP, 
DUP and Sinn Fein, each in charge of a de- 
partment of state. The uur is arguing that 
there need only be six or seven such minis- 
ters but the other parties want ten, the max- 
imum allowed by the agreement. If so, the 
UUPand spLP would get three each, and the 
DUP and Sinn Fein two apiece. 
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The ministers and the assembly will 
gain considerable powers and a big budget 
when London hands over control to them, 
probably early next year. They will not, ini- 
tially, take over Northern Ireland's security 
forces, prisons or justice system, which to- 
gether cost about £1 billion a year. The bill 
for welfare benefits, currently around £2 
billion, will continue to be covered by Lon- 
don. The assembly can in theory change 
benefit rates but is likely to keep them the 
same as in Britain. But that leaves it with £6 
billion a year to spend on education, 
health, social services, housing, agriculture, 
transport and other important services. 

The Good Friday agreement lays down 
only a few rules on how this new govern- 
ment will work. Each ministry will be scru- 
tinised by a cross-party committee of as- 
sembly members. "Key decisions", such as 
each ministry's budget, will need to attract 
a certain level of support from both union- 
ists and nationalists. As for how the budget- 
ing process will work, how the executive 
will decide its policies or even how long the 
assembly will continue before fresh elec- 
tions are called, these are all things that the 
assembly will have to work out for itself. 

Likewise with the cross-border bodies: 
the agreement suggests some areas, such as 
tourism, that they might cover. Clearly, na- 
tionalists want them to be as wide-ranging 
as possible, seeing in them the seeds of an 
all-Ireland government. Unionists, for the 
same reason, are very wary. Since the north- 
south council will hold its first meeting by 
the end of next month, there is not much 
time in which to negotiate some exceed- 
ingly tricky issues. 


Broad churches, strange bedfellows 

When (if?) the parties agree on all of this, it 
is far from clear what they will actually do 
when they are running the province. Dur- 
ing the 24 years of direct rule, they have got 
used to passing the buck to London when it 
came to any difficult decision such as cut- 
ting costs in one area to spend in another. 
Their manifestos are full of demands for 
more spending but are short on detail 
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about where the money will come from. 

Besides this, since Northern Ireland's 
main parties divide along sectarian lines, 
they are broad churches even by the normal 
standards of party politics. The UUP con- 
tains many who would feel at home in Brit- 
ain's Conservative Party but it also has 
some who are closer to Old Labour. The 
SDLP ranges from Old to New Labour (ie, 
from deep red to pinkish-blue.) The DUP is 
socially conservative but has many mem- 
bers who, on economic matters, are on the 
left. Sinn Fein's leaders describe it as social- 
ist, though a few years ago a conservative 
backlash forced it to drop a short-lived pol- 
icy of being pro-choice on abortion. 

Once these parties, plus the others 
which have assembly seats but not enough 
to qualify for ministerial posts, get down to 
bread-and-butter issues such as schools 
and hospitals, who knows what will hap- 
pen? Politicians on all sides are expecting 
to see votes regularly dividing along other 
than sectarian lines, making for some 
strange bedfellows. For instance, Mitchel 
McLaughlin, Sinn Fein's chairman and an 
assemblyman, notes that the Popular 
Unionist Party (pup), the political wing of 
the uvr, shares his party's socialist outlook. 
One of Sinn Fein's main agricultural poli- 
cies—grants to encourage young farmers— 
is the same as that of the pup. 

Since each department will be run by a 
minister from either side ofthe religious di- 
vide, each difficult decision it faces could 
turn into a sectarian battleground. If, say, 
Sinn Fein gets the education ministry, 
unionists will scrutinise its every move for 
signs of bias against Protestant schools. But 
Dermot Nesbitt, a UUP assemblyman, ar- 
gues that some awkward issues, such as hos- 
pital closures, could have the opposite ef- 
fect, with local unionists and nationalists 
uniting to fight them. 


New battles 


Controversy over whether to close some of 
Ulster’s small hospitals is the main reason 
why none of the parties is keen to take on 
the health portfolio, Despite the waiting 
lists for treatment, there are sound medical 
reasons for closing wards: many opera- 
tions no longer require a stay in hospital 
and it is often more cost-effective to spend 
any money saved in GPs’ surgeries. North- 
ern Ireland has 6.3 hospital beds per thou- 
sand people; England has only 4.3. 
Education is likely to be another battle- 
ground. Unionists are unhappy with the 
current formula used for school funding 
because it favours Catholic schools. But this 
is because the formula is related to income 
levels, and Catholic areas tend to be poorer 
than Protestant ones. Education, like 
health, is a big employer, so there is plenty 
of scope for job-discrimination rows like a 
current one in County Fermanagh, over the 
appointment of two Catholics to a Protes- 
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tant school’s kitchens. 

It will be interesting to see if the assem- 
bly tries to change Northern Ireland's selec- 
tive education system: unlike most of Brit- 
ain, Ulster still has an “11-plus” exam, to 
decide which pupils go to academically ori- 
ented “grammar” schools. The spp leader- 
ship wants to abolish the 11-plus but many 
of its middle-class members would oppose 
this. Conversely, the pup’s Mr McAlister ar- 
gues that the present system works well but 
admits that some colleagues might think 
otherwise. Ulster’s schools do produce bet- 
ter results than England's: in 1997, 54.3% of 
Northern Ireland's school leavers gained at 
least five good GCsE grades; in England 
only 45.1% did. 

The non-sectarian Alliance Party wants 
to continue the British government's policy 
of promoting "integrated" schools. But 





these are still greatly outnumbered by Cath- 
olic and Protestant ones and there is little 
enthusiasm for integrated schools among 
the other parties. On such issues, the Alli- 
ance's new leader, Sean Neeson, promises 
to provide “constructive opposition" to Ul- 
ster's new cabinet. This would certainly be 
a useful role—if Mr Neeson's shattered 
party can fulfil it. The Alliance did badly in 
the elections, after which its old leader, 
Lord Alderdice, quit to become the assem- 
bly's speaker. The Women's Coalition also 
promises a constructive role, switching its 
support to avoid a stalemate under the as- 
sembly's voting rules. 

Agriculture is still the mainstay of the 
Ulster economy and therefore its ministry 
is highly coveted. Much policy is decided at 
European level but the ministry will have 
£145m of its own to play with. While the 
DUP is at one with Sinn Fein over help for 
young farmers, it is likely to clash with na- 
tionalists over the cross-border body or 
bodies for agriculture. Sean Farren, an SDLP 
assemblyman, wants an all-Ireland body 
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for marketing farm produce, arguing that 
Ulster would gain from being associated 
with the republic's "clean, green image". 
The pur’s Mr McAlister compares this to 
legalising and taxing prostitution: it would 
make money but by immoral means. 
Perhaps the trickiest of all the matters to 
be governed by the assembly is housing. In- 
deed, nationalist anger over the allocation 
of state housing by unionist-dominated lo- 
cal councils was one of the root causes of 
Northern Ireland’s “Troubles” in the 1960s. 
London transferred control of housing to a 
quango, the Housing Executive, on which it 
appointed a majority of the members. The 
executive operates a points system to allo- 
cate housing more fairly and has taken 
most of the heat out of the issue. For that 
reason, the executive is a sleeping dog that 
many assembly members would want to let 
lie. A surprising exception is Sinn Fein's Mr 
McLaughlin, who thinks there may be a 
case for returning housing to local councils. 


First things first 

Before they get to such decisions, the parties 
in the assembly must decide who gets to 
run each ministry—and in some cases, 
whether it should exist. Should there be a 
minister for equality or should the first 
minister and his deputy take charge of such 
asensitive issue? Should there bea ministry 
of culture, and if so will it cover both the 
official use of the Irish language (one of the 
first controversies to be debated in the as- 
sembly this week) and Orangemen's pa- 
rades? Indeed, can the whole power-shar- 
ing experiment work this time, even given 
its more favourable background compared 
with 1974? Can the various politicians, so 
used to conflict, sit down and form a com- 
mon programme and then support each 
other when tough decisions are taken? 

Encouragingly, power-sharing is al- 
ready working in some local authorities, 
such as Dungannon District Council, 
where the leadership is rotated between 
parties every six months. Even Sinn Fein 
and puP members now chair council com- 
mittees. Noel Mulligan, a uuP councillor, 
says that it has worked extremely well be- 
cause he and his counterparts “try to keep 
politics out as much as we can". 

This will be much harder at assembly 
level, given the much more contentious is- 
sues at stake. There will no doubt be many 
moments in the coming months when the 
Good Friday agreement will seem in dan- 
ger. But, unlike in 1974, the governments in 
London, Dublin and Washington will not 
stand and watch it fall apart. Far too much 
political capital is invested for that to hap- 
pen. And the various Ulster parties—per- 
haps even the anti-agreement DUP—will be 
wary of being the first to pull out, thereby 
risking being labelled as the wreckers of 
Northern Ireland's best chance of peace. 
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BAGEHOT 


The third way revealed 


OMETIMES you want to read a book a second time. You 

know, just to make sure that there was nothing important 
you missed first time around. In the end, though, Bagehot de- 
cided to skip the second reading of Anthony Giddens's "The 
Third Way”, published this week by Polity Press. For the time 
being, first impressions must stand. This book is awesomely, 
magisterially and in some ways disturbingly vacuous. 

Why disturbing? There are many bad books in the world. But 
the third way is not just a parlour game for intellectuals puzzling 
over the content of politics now that both socialism and “unbri- 
dled" capitalism are in disrepute. It has become the quasi-offi- 
cial political philosophy of Britain's governing party, and is 
taken seriously enough to form the 
backdrop for a curious political 
seminar that Bill and Hillary Clin- 
ton, Tony Blair and Romano Pro- 
di, the prime minister of Italy, 
plan to conduct in New York on 
September 23rd. Nor is "The Third 
Way" just any other book about 
what the third way is. It is the first 
detailed account of it by the man 
who has become its chief British 
prophet and interpreter. Even by 
the standards of the London 
School of Economics, which pro- 
vided a base for the likes of 
Friedrich Hayek, the Webbs and 
Harold Laski, its present director 
exerts a powerful influence on 
Downing Street. Of Mr Giddens 
(who, thanks to Mr Blair, shall be 
Lord Giddens hereafter), as of no 
other living sociologist, it can be 
said that what he thinks matters, 

So what does he think? A large 
part of “The Third Way” consists of 
a description of where things 
stand after the death of socialism. 
Mr Giddens homes in on “five di- 
lemmas”. In merciful summary, 
these are (1) that globalisation is 
changing the meanings of nation- 
hood, government and sovereignty. There exists (2) a “new indi- 
vidualism” that is not necessarily selfish but which means that 
social solidarity can no longer be imposed in a top-down way. 
Although distinctions between left and right keep changing, the 
left cares more about social justice and equality. However, (3), 
there is a category of problems—such as global warming, devolu- 
tion, the future of the European Union—about which it is un- 
helpful to think in terms of left versus right. (4) Some jobs (de- 
fence, lawmaking) can be done only by governments, even 
though politicians are becoming less influential and pressure 
groups more effective. And do not forget (5) that while environ- 
mental dangers can be exaggerated it is highly dangerous to be 
sanguine about them, not least because, as in the case of mad- 
cow disease, experts sometimes differ. 

Hmm. At this point, the charitable reader may feel that al- 
though some of these points may be obvious, and others argu- 
able, Mr Giddens has at least raised interesting questions, More- 
over, they are original, in the narrow sense that nobody else 
seems to have singled out these particular five points and called 








them “dilemmas”. The trouble with any argument constructed 
at Mr Giddens' level of generalisation is that you begin to won- 
der whether there might just as plausibly have been four dilem- 
mas, or 14, or even whether a different five could have been cho- 
sen just as easily (Lester Thurow, an economist at MIT, detected 
five different world-transforming *tectonic plates" in his own 
book on capitalism's future not two years ago). But let that pass. 
Philosophers describe the world. How does the prophet of Brit- 
ain's third way propose to change it? 

Mr Giddens admits that what he is offering is merely an 
"outline". This is a deceptive species of modesty given that what 
he claims to be outlining is no less than *an integrated political 
programme covering each of the 
major sectors of society." Here we 
learn amongst other things that 
protectionism is undesirable but 
so is a "blanket endorsement" of 
free trade; that there should be no 
rights without responsibilities; 
that the protection of children is 
the most important bit of family 
policy; that society should be “in- 
clusive" but not "strongly egalitar- 
ian"; that constitutions should 
aim for openness and transpar- 
ency; that there may be a case for a 
world criminal court; that there is 
a need to control excessive over- 
shoots in financial markets but 
that the nature of these controls is 
"problematic"; that... 

But, really, why bother to go 
on? There is nothing as tiresome as 
iconoclasm for its own sake, and 
Mr Giddens can hardly be accused 
of that. But it would have been nice 
for Britain's pre-eminent sociolo- 
gist and the director of the LSE to 
come up with at least one new pro- 
posal capable of ruffling at least 
someone's feathers. Remember 
"The Road to Serfdom", Hayek's 
brave, hugely unfashionable warn- 
ing against planning made in the midst of a war that seemed to 
have made planners indispensable? By contrast, Mr Giddens’s 
integrated political programme boils down to a list of conven- 
tional appeals to civic virtue, in which every bet is hedged and 
every hard choice ducked. It is just the sort of stuff that could find 
its way risklessly into the manifesto of any social democratic 
party interested in tarting up its image. 

Which is presumably why he wrote it. Mr Giddens wants to 
restore the LsE to a position of power and influence. How pleas- 
ing it must have been to find in Tony Blair a clever, instinctive 
politician in the market for some sort of ideology in which to 
dress up his opportunism. And how intellectually disarming. 
Was it fear of setting out any positions that New Labour could 
one day find embarrassing that made Mr Giddens write such a 
bad book? Whatever the reason, the third way remains as mysti- 
fying as ever. Herbert Morrison—the grandfather of Peter 
Mandelson, Mr Blair's cabinet colleague—once wickedly de- 
fined socialism as what the Labour Party did. On the evidence of 
this slight work, the third way is whatever New Labour does. 
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In America's fiery furnace 


America's big steel makers are asking for protection from imports—again. If 
they get it, it will be at the cost of delaying much-needed consolidation 


Fo a glimpse of what is wrong with 
America’s steel industry, drive along the 
southern shore of Lake Michigan. In the 
hour or so it takes to get from Gary, Indiana, 
to Chicago you will pass nearly halfa dozen 
full-scale integrated steel plants, each with 
its own supplier network, inventory, pro- 
duction schedules, marketing and sales 
forces. In any other industry, somebody 
might have forged a single firm out of so 
many operations. But, as steelmen will tell 
you in sombre tones, their business is dif- 
ferent. American steel has enjoyed protec- 
tion of one sort or another for most of the 
past two decades. And this has allowed it to 
put off much-needed consolidation. 

Now protection has reared its ugly head 
once more. Citing the flood of cheap im- 
ports from East Asia and the former Soviet 
Union, steel bosses announced on Septem- 
ber 10th that they will sue the offenders for 
dumping, in breach of America’s trade 
laws. With support from the steelworkers’ 
union, they put their case to William Daley, 
the commerce secretary, and Charlene 
Barshefsky, America’s top trade official. 
Both promised swift action. 

It would be a mistake to laugh off such 
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grumbling. It comes after a few years' strong 
sales and profits at a time when big steel 
had appeared to have at last weaned itself 
off government help. Steel is not alone in 
suffering from the turmoil in emerging 
markets. America's trade deficit grows 
wider by the month, and many industries 
claim to be feeling the pain (see box on next 
page). Paul Wilhelm, president of us Steel, 
America's biggest steel firm, says that "the 
steel industry is just the front line of what 
will be a growing number of industries lin- 
ing up to defend themselves." 

Itis too soon to tell how American trade 
officials will judge the steelmen's case. Im- 
ports, which amounted to a record 31m 
tons last year, reached 3.7m in June alone. 
Yet recent devaluations make it unusually 
hard to prove that they are being dumped. 
Masahiro Iwano of Goldman Sachs, an in- 
vestment bank, thinks that at an exchange 
rate of around Y140 to the dollar, it be- 
comes very hard to show that Japanese steel 
makers, for instance, are breaking Ameri- 
can law. And even if dumping can be prov- 
ed, it will take some time to show that 
American steel makers are being harmed 
by it—a necessary test before a final ruling 


on duties can be made—given their profits 
in the first half of 1998. 

Yet the mere threat of trade sanctions is 
likely to crimp imports. Hank Barnette, 
chairman of Bethlehem Steel, reels off a list 
of "injuries" that he claims the American 
industry can prove right now: drops in 
sales volumes, depressed prices, lower em- 
ployment levels, declining productivity, 
lost orders and even decreased profitabil- 
ity. Halfa dozen firms have already laid off 
workers or cut production, he says. It will 
take a long time to resolve such claims. Nev- 
ertheless countries under investigation fear 
that if a final ruling goes against them, they 
will face huge penalties. In anticipation, 
they will probably raise prices immedi- 
ately, whether guilty or not. 


Many mills 


Even if big integrated steel firms manage to 
rebuff steel imports, they face two tougher 
threats. The first is the encroachment of 
"mini-mills", which use electric-arc fur- 
naces and, usually, scrap metal (rather than 
giant blast furnaces and iron ore). For years, 
the big steel makers pooh-poohed such op- 
erators as small fry capable of making only 
low-quality steel. Yet Nucor, the most 
succesful mini-mill firm, has been relent- 
lessly advancing on us Steel (see chart); it is 
set to become America's biggest steel maker 
by the end of next year. The technology is so 
cheap and flexible that mini-mills, which 
accounted for only a fifth of American pro- 
duction 20 years ago, now make up almost 
two-fifths. And although their output is still 
mostly low-grade and low-margin, the tech- 
nology for making fancier steels is advanc- 
ing rapidly. 

Some big steel makers have tried to see 
off the threat by running their own mini- 
mills. But they have found that it is not easy 
to copy Nucor, especially in making higher 
grades of steel. Trico, a joint venture be- 
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tween America's LTV, Japan's Sumitomo 
and British Steel, has struggled with its 
mini-mill in Alabama, losing nearly $40m 
during the first half of this year; Nucor, 
meanwhile, has posted profits every quar- 
ter for the past two decades. That is because 
Nucors success is chiefly "cultural, not 
technical", according to Ken Iverson, its 
chairman. Although he calls his style "just 
common sense", he manages to use the lat- 
est technology, operate it at full capacity 
and pay a non-unionised workforce hand- 
somely. Even other mini-mill managers 
find that combination hard—let alone inte- 
grated firms with layers of bureaucracy and 
entrenched unions. 

The second threat to big steel stems 


from globalisation. Earlier this year, Ispat, 
the closest thing the world has to a global 
steel firm, made its first big American ac- 
quisition when it bought an integrated pro- 
ducer called Inland Steel. “We plan to be a 
key consolidator of the American steel in- 
dustry,” asserts Laxmi Mittal, Ispat's boss 
and the architect of its strategy. By reor- 
ganising Inland’s plants to use slab from 
his facilities in Mexico, Mr Mittal has al- 
ready lifted production from just over 5m 
tonnes to nearly 6m. And by comparing the 
prices Inland pays with Ispat’s best prices 
worldwide (it is one of the biggest buyers of 
the industry’s inputs), he says Ispat has re- 
duced costs on products such as blast-fur- 
nace components by up to 20%. 


The pressure could come from custom- 
ers too. Dick McLaughlin of Beddows & 
Company, a consultancy, notes that Gen- 
eral Motors has shown interest in awarding 
steel firms long-term, global supply con- 
tracts; Ford has made similar noises. Al- 
though no American firm could currently 
deliver such a contract, Ispat soon might: it 
already produces, sources and sells lower 
grades of steel all over the world, and it is 
expanding into the high-quality steel that 
car makers demand. Mr Mittal says he has 
received similar overtures from such firms 
as Daimler-Chrysler and Whirlpool, which 
makes household appliances. 

The American industry has held back 
from consolidation even as Europe and 





Creeping protection 


MERICAN trade lawyers must be rub- 
bing their hands with glee. A boom- 
ing economy had made it hard for firms 
to argue that they needed protection from 
imports, But as profits dip and imports 
from countries in Asia and elsewhere 
surge, that is changing. Where American 
steel makers have shown the way, plenty 
of others are likely to follow. 

Their government is not well-placed 
to resist. Usually, it deflects calls for pro- 
tection through vigorous efforts to open 
markets for exporters. But, with the presi- 
dent otherwise engaged, trade policy is 
rudderless. Later this month Congress is 

| due to vote on “fast-track” authority— 
which would give the administration the 
necessary powers to make international 
trade deals. Yet it is unlikely to oblige, just 
as it refused to last year. So efforts to ex- 
pand free trade in the Americas or the Pa- 
| cific, or to launch a new round of multi- 
| lateral talks at the World Trade 
Organisation, will £o nowhere. 

America's chip makers are already 
benefiting from the new climate of pro- 
tection. They managed earlier this 
month—after failing for the past five 
years—to convict South Korea’s Hyundai 
and LG Semicon of selling chips in the 
United States below cost. The two Korean 
firms, which are to merge to form the 
world’s largest memory-chip maker, now 
face heavy anti-dumping duties. 

Next in line is the petrochemicals in- 
dustry, which has already filed a com- 
plaint, and the paper industry, which will 
probably do so soon. Shrimp farmers are 
likely to complain about imports from 
South-East Asia and Mexico. Because of 
the weakness of the Canadian dollar, 
clashes also loom with Canada on lum- 
ber and wheat. 

If some of the other usual suspects 
have remained quiet, it is for quite special 


reasons. The Big Three car makers are still 
doing reasonably well; and anyway, 
Daimler's takeover of Chrysler makes it 
harder for them to make common cause 
against foreigners. Computing firms are 
buoyant. And consumer electronics pro- 
duction has mostly shifted abroad. 

The lack of American leadership on 
trade could encourage creeping protec- 
tionism around the world. East Asian 
countries are increasingly reluctant to 
press ahead with plans to free regional 
trade, or to argue for another round of 
talks at the wro. Many are cannily raising 
taxes on luxury goods, which are mostly 
imported, or pushing up tariffs in ways 
that do not breach wro rules. An upsurge 
in anti-dumping cases is likely in Latin 
America, especially if Brazil devalues, as 


Colombia and Ecuador already have. 
Russia’s new government looks set to re- 
store widespread import controls. 

The best hope now is that the Euro- 
pean Union, the world’s biggest trading 
block, seizes the baton of free trade from 
America—something Sir Leon Brittan, the 
external-trade commissioner, boasts it | 
has done already, for instance in last | 
years financial-services and telecoms 
trade deals. But France continues to block 
Sir Leon's dream of a new transatlantic 
trade pact with America. And, even if one 
allows for its tradition of protecting agri- 
culture and films, the commission still 
follows a protectionist bent elsewhere. Sir 
Leon has been campaigning to impose 
anti-dumping duties on unbleached cot- 
ton imports from China, Egypt, India, In- 
donesia and Pakistan—even though on 
September 16th a majority of Eu member 
countries voted to oppose them. 
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lelecommunications marKets are being deregulated around the world. 


Your competition is already positioned to reap the prolits. 


There s a company that can help you get there lirst. 


SPEEDING SUCCESS Opportunities in newly deregulated markets are huge. But with increased opportunities 
come increased demands. Customers now want everything from conventional voice service to mobility and high 
speed Internet access. And they want them at an affordable price. Nortel has helped create the three largest 
competitive networks in North America, the second and third national networks in the United Kingdom and 
competitive networks in France, Japan and Brazil, to name a few. We understand that speed to market, rapid 
service deployment and satisfied customers are the way to get to the profits — first. NORTEL 
So why wait? For more details, visit www.nortel.com/success2. We'll help speed your success. NORTHERN TELE CON 


5 1998 Northern Telecom. Norte! and the Nortel globemark are trademarks of Northern Telecom 
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Latin America have forged ahead with it. 
Domestic demand has helped, by its unex- 
pected strength—it has grown by nearly 7% 
a year since 1991, after almost no growth 
during the 1980s. As a result, even the weak- 
est steel makers have hobbled along. 

But the biggest obstacle to consolida- 
tion may have been the very breathing- 
space created by protection. Mr Mittal ob- 
serves that nobody ever goes bust in the 
American steel industry. Even the few 
plants shut down by such big firms as us 
Steel and Armco have risen from the ashes 
as independent steel makers—such as 
Utah’s Geneva and Alabama’s Gulf State. 
This is the best reason for believing that the 
current clamour for help may end up hurt- 
ing the steel industry. 

To be fair, steel makers have not been 
idle. The industry has spent $50 billion 
modernising its plant and equipment over 
the past two decades and shed over 
300,000 workers, nearly three-quarters of 
its labour force. Productivity has grown at 
twice the average rate for all American 
manufacturing. America’s steel industry 
boasts average labour productivity of less 
than four man-hours per ton of steel— 
down from about ten man-hours in 1980. 
That beats even Germany and Japan. Yet it 
may still not be good enough: the best 
mini-mill firms can make a ton of steel us- 
ing less than one man-hour of labour. Mini- 
mills still cannot produce the best grades of 
steel satisfactorily. But Mr Iverson has no 
doubt that, not too far in the future, they 
will overcome that hurdle too. 

In time, integrated producers will be 
able to maintain an undisputed advantage 
only in markets for the best-quality, highest 
value-added products, such as those used 
in cars and household appliances. Such 
steel demands more labour, both during 
processing and afterwards, in technical 
and sales support, which plays to the 
strengths of integrated steel firms. Yet this 
niche, according to Scott Morrison of 
Donaldson, Lufkin and Jenrette, an invest- 
ment bank, might soon account for only a 
tenth of the American steel market by vol- 
ume—a far cry from the nearly 60% share of 
production now taken by integrated pro- 
ducers—and perhaps a fifth by value. And, 
crucially, the niche can support only a few, 
extremely efficient integrated makers. 

So is the much-trumpeted consolida- 
tion now inevitable? A vigorous "yes" 
comes from us Steel's Mr Wilhelm. That is 
surprising, for many blame the cautious 
managers at integrated firms for big steel's 
failure to go global. “Well, I'm not saying 
that we weren't parochial in our thinking," 
Mr Wilhelm concedes, “ .. . but the real rea- 
son consolidation hasn't happened is that 
we've had no real catalyst." And, he adds 
quietly, that catalyst just might be today's 
rush of imports. 
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Small oil firms 


Drips 
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In spite of the fashion for size in the oil industry, a look at Britain's small 
exploration firms suggests that being tiny still has its attractions 


LTHOUGH they would not admit it, the 
bosses of many of Britain's small oil- 
exploration and production firms are des- 
perately worried. With the price of Brent 
Crude now around $12-13 a barrel (see 
chart), having touched its lowest level in 
real terms for 25 years, the world’s oil indus- 
try is being swept up in a wave of cost-cut- 
ting mergers and consolidation. Is there 
any case for the minnows any more? 

Last month BP announced that it was 
paying $48 billion for Amoco, an Ameri- 
can oil firm, a deal billed as the world's larg- 
est-ever industrial merger. BP's bosses ar- 
gued that the new firm's size would give it 
the financial strength needed to win lucra- 
tive new contracts. Earlier this month 
Royal Dutch/Shell merged its European re- 
fining and marketing business with that of 
America's Texaco. BP has already merged its 
downstream assets in Europe with Mobil, 
another American firm. 

A number of Britain's small exploration 
and production companies (known as *in- 
dependents") are also succumbing to the 
temptation to get bigger. This week British- 
Borneo Petroleum Syndicate made an 
agreed £294m ($488m) bid for Hardy Oil & 
Gas, another independent. The shares of 
the seven biggest British independents 
have recently fallen so dramatically that, 
according to Br Alex. Brown, an investment 
bank, they are trading at an average 4096 
discount to the value of their assets. Specu- 
lation is mounting that other indepen- 
dents, such as Lasmo and Cairn Energy, 
might soon be snapped up too. 

Independents are particularly exposed 
to low oil prices. Giant companies such as 
BP and Shell are involved in other busi- 
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nesses, including oil refining and market- 
ing, and chemicals. In exploration and pro- 
duction, the giants have access to large, 
efficient fields that generate cash even at 
very low prices. Shell’s net profits in the first 
half of this year fell by 20%, but they were 
still nearly $3.5 billion. A number of the in- 
dependents, including Hardy and Lasmo, 
lost money. 

This means that in difficult times the 
independents sometimes have to cut in- 
vestment—even though it is the key to any 
company’s future. Many British indepen- 
dents grew out of the North Sea oil boom. 
To prepare for its decline, they have been 
trying to find oil elsewhere in the world. 

For all their woes, however, the inde- 
pendents are not merely smaller and 
weaker versions of such companies as BP 
and Shell. Their size allows them to special- 
ise in niche activities—for instance, pump- 
ing out the last drips of oil from mature 
fields—which giant firms tend to avoid be- 
cause they take up so much management 
time. As the big oil firms have sacked thou- 
sands of staff in cost-cutting drives, the in- 
dependents have recruited geologists and 
engineers. Like junior companies in min- 
ing, the independents now conduct much 
of the industry’s exploration for oil in rela- 
tively uncharted areas, their share price 
rocketing if they strike lucky. 

The fact that one deal, or an oil find, can 
make or break an independent gives the 
bosses of these firms a strong incentive to 
get things right. Some of the giant firms 
find it tricky to forge relations with foreign 
governments, because managers shift be- 
tween postings every three or four years. By 
contrast, the independents often cultivate 
their connections; and politicians in devel- 
oping countries sometimes prefer to deal 
with the boss of an independent than a 
mere manager of an oil giant. 

All this helps to explain why many Brit- 
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ish independents have achieved success in 
their forays abroad. Monument Oil and 
Gas was among the first western firms to 
strike a deal in Turkmenistan, one of the 
energy-rich countries surrounding the Cas- 
pian Sea. The firm's bosses include Tim 
Eggar, who as Britain's energy minister in 
the mid-1990s got to know politicians in 
the region, and Terry Adams, a well- 
connnected oilman who used to run Azer- 
baijan's biggest foreign oil consortium. 

One of the shareholders in that consor- 
tium is an Aberdeen-based independent 
called Ramco, which also owes its success 
to its good contacts. Its boss is Steve Remp, 
an adventurous American once described 
as the Indiana Jones of oil. He was one of 
the first western oilmen to build up con- 
tacts in Azerbaijan as the Soviet Union was 
crumbling, and he persuaded the Azeris to 
let him represent them to the world oil in- 
dustry. Last year, Ramco recruited Malcolm 
Rifkind, a former British foreign secretary, 
to its board. 

Other examples abound. Cairn Energy's 
links in Bangladesh, for example, gave it a 
head start in the country's nascent gas in- 
dustry before the giant oil companies 
rushed in. Premier, another British inde- 
pendent, has forged ahead with invest- 
ments in Myanmar, where big American 
firms are reluctant to invest because of the 
country's despotic regime. 

Although the independents are out of 
favour with investors, some big oil firms 
clearly admire their strengths. Both BP and 
Chevron, points out Robin West of the Pe- 
troleum Finance Company, a consultancy, 
aim to decentralise power and give local 
managers more responsibility for deals. 
Chevron has recently seen a dramatic in- 
crease in its oil production in Angola, 
partly as a result of such a change. In spite 
ofthe tide of consolidation in the oil indus- 
try, some undercurrents are still flowing in 
the minnows direction. 





Internet IPOs 


Net escape 


SAN FRANCISCO 


66 I5 THE Internet business, profitabil- 
ity is for wimps. It means your busi- 
ness plan wasn't aggressive enough." An en- 
trepreneurial fathers words to his 
incredulous daughter in the Doonesbury 
comic strip are only a slight exaggeration of 
business life in Silicon Valley. Not content 
with overturning old technologies, Internet 
start-ups seem bent on doing the same to 
the normal rules of corporate finance. 
Their investors have paid the price. In- 
ternet companies have suffered more than 
most in the stockmarket's recent gyrations. 
Their share prices have fallen by a third 
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from their peak in July (see chart). After a 
spate of new stockmarket listings of Inter- 
net companies in 1997 and the first half of 
1998, the market has been quiet for several 
weeks now. That is why everyone is watch- 
ing eBay, an online auction house that 
plans to go public as soon as next week. 

Founded in September 1995, eBay does 
not auction its own merchandise, but 
serves as an electronic marketplace for pri- 
vate buyers and sellers. The listing has its 
risks: Yahoo! the first site many users see 
when they get on to the Web, announced 
early this week that it will be launching a 
competing free service. If eBay lists success- 
fully, other Internet start-ups will step for- 
ward, too. But if the offering fails or, even 
worse, is withdrawn, the pause in the 
rhythm of public offerings could become 
an embarrassing silence. 

The company makes its money chiefly 
by taking a cut of between 1.25% and 5% of 
each auction. This formula seems to appeal 
to Net-heads. By June, the site had reached 
850,000 registered users and held more 
than 500,000 simultaneous auctions of ev- 
erything from Beanie Babies to baseball 
cards, making it the leader in its market. 

What is more, eBay has found a way to 
create "stickiness" (Net-speak for customer 
loyalty)-a rare commodity in an online 
market in which competitors are only a 
click away. Buyers are encouraged to post 
comments about the behaviour of sellers. 
Those comments are added to a public 
"feedback profile". Not only does this make 
eBay less risky for buyers; a good profile is 
also valuable to sellers, helping to prevent 
them from defecting to a rival. 

The company's own feedback profile is 
not something to be ashamed of, either. Sil- 
icon Valley is desperately short of experi- 
enced managers, but in May eBay managed 
to attract as chief executive Margaret Whit- 
man, à former general manager at Hasbro, 
a toy maker. eBay is the preferred auction 
service on AOL, the leading American 
online service. And Goldman Sachs is one 
of the underwriters of the listing. 

Yet even if eBay's 1PO is a success , it will 
not put Silicon Valley completely at its ease. 


That is because in one vital sense, eBay is far 
less risky than most Internet start-ups. Un- 
like them, it actually makes money: in the 
first half of this year its Web service, based 
in San Jose, California, made a net profit of 
$215,000 on net revenues of $14.9m, ac- 
cording to the company's prospectus. 

A sound business model, strong market 
position, good management and a low cost 
of attracting and keeping customers might 
sound like the least that firms should offer 
potential investors. But it is a tall order for 
most of the dozen or so other Internet start- 
ups preparing for an offering. Investment 
bankers think that only a few of them are fit 
to go public. In particular, they say, those 
firms that depend on advertising on the 
Web will have a hard time convincing in- 
vestors that they can be profitable. 

If shareholders are loth to part with 
their money, more Internet start-ups will 
need to find a corporate buyer. The pace of 
acquisitions among high-tech firms is re- 
markable. More than 1000 companies 
have been bought this year—12 times as 
many as have gone public, according to 
Broadview International, a bank specialis- 
ing In mergers and acquisitions. In 1996, by 
contrast, there were only four times as 
many acquisitions as listings. 

Yet again, the Internet risks becoming a 
victim of its own hype. The danger is that 
private investors, in particular, will turn 
their backs on promising start-ups such as 
eBay. In fact that would be as wrong- 
headed as the eagerness with which they 
snapped them up only a few months ago. 
As even Doonesbury might admit, not all 
Internet companies are dogs. 





Automotive brands 


My other car's 
a Bentley 


VIENNA 


È bos recent acquisition of the Bentley 
marque by Volkswagen has cast doubt 
on an approach to branding that, until 
now, has seemed almost inspired. Strug- 
gling to lift sales in a saturated West Euro- 
pean market, vw has spent a decade acquir- 
ing car makers that would appeal to non- 
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Hard to digest 


NEW YORK 


OW apt that the nerve-centre of 
Reader's Digest, a magazine dedi- 
cated to “promoting beauty through writ- 
ing", should be based in Pleasantville, 
New York. For decades its editors have 
sought out ordinary readers with word 
games, wholesome novels and true stories 
about rescued hamsters. Suddenly, 
however, the Readers Digest Asso- 
ciation (RDA) is straining to catch 
the eye of the very rich. 

With the help of Sotheby's, RDA 
plans to sell art from a collection 
valued at over $100m that includes 
works by Cézanne and Van Gogh. 
The paintings and sculptures, in- 
cluding two Monet nature scenes, a 
Matisse still life and a Giacometti 
figure, are from a private hoard col- 
lected in the 1940s by the publish- 
ers founders, Lila and DeWitt Wal- 
lace. "We've still got lots more art 
where that came from," said an 
RDA spokeswoman, suggesting the 
sacrifice might not be too painful. 

The auction in November is 
part of an attempt by a new boss, 
Thomas Ryder, to revive the strug- 
gling media empire. Though the 
Digest remains one of America's 
best-selling magazines and the 


RDA one ofthe world's biggest book clubs, 
the group has suffered recently from de- 
clining profits and a dwindling cash pile. 
Its shares, which peaked at over $56 in 
1992, now trade at only $19. 

The restructuring, announced on Sep- 
tember 16th, also means that the RDA will 
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scale down its book titles and music and 
video ventures. There will be a deep divi- 
dend cut—to 20 cents a share per year 
compared with 180 cents in 1997—and 
fewer of those irritating mail-shots. 

But the RDA's difficulties are probably 
more serious than a flabby cost base. 
Once the voice of small-town America, 
under its founders Reader's Digest ac- 
tively spread a far right-wing agenda. Ac- 
cording to "Theirs Was The Kingdom", a | 
book investigating the Wallaces, 
the organisation acquired such sin- 
ister habits as reprinting articles 
about anti-semitism and the Ku 
Klux Klan and forging links with 
the CIA. Some of the Wallaces’ bil- | 
lions, left to charity in the 1980s, | 
are thought to have helped finance 
right-wing groups. 

As America has changed, and 
with the end of the cold war, the 
magazine has lost its appeal to 
readers. The articles have been 
purged of their most objectionable 
material. But although what is left 
may be wholesome and improv- 
ing, it is neither as direct as the reli- | 
gious right's publications, nor as 
racy as the secular ones. Reader's 
Digest's home is now beneath that 
poster of "Sunflowers" in the den- 
tis's waiting-room. As a British 
publication, Punch, once found, 
that is not a very profitable place. 





VW buyers. It has gone on to design every 
new model around a vw base—an ap- 
proach imitated by other large car makers. 
Yet this is now threatening the company's 
strategy of building a stable of distinct 
brand identities. 

VW argues that it can realise economies 
of scale and slash development costs by 
sharing platforms across the group. It then 
uses different body styles and marketing to 
preserve the character of individual 
brands. The approach seems to have 
worked, both at Seat, a Spanish firm that 
VW took over in the 1980s, and at Skoda, a 
Czech car maker it bought in 1991. But take 
a closer look at Skoda—and you realise just 
how hard it will be for vw to make its new 
brands work in the long run. 

That might seem a bit harsh, given vw's 
record. By 2000 it will have ploughed 
DM38 billion ($2.2 billion) into updating 
Skoda's old Czech factory. The quality of 
Skoda's cars already matches German lev- 
els. Sales have surged, doubling to 320,000 
a year since the acquisition; they are ex- 
pected to climb to 500,000 by 2000. Even 
Czech productivity now approaches that of 
vw's German plants, despite Skoda's lim- 
ited automation: the lack of unions lets vw 
experiment with lean production. 
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But these successes point more to vw’s 
industrial might than to its marketing. The 
company now faces questions over Skoda's 
branding. And here it is sending conflict- 
ing messages. vw originally bought Skoda 
to get into East European markets, which 
were expected to grow rapidly with the end 
of communism. They did not—new car 
sales across the region are actually lower 
than in 1989. The situation in Russia is es- 
pecially disappointing. Skoda has said that 
it will sell no more cars in the country this 
year; and it has postponed both work on an 
assembly plant and a possible joint ven- 
ture with a Russian car maker. 

However, vw now thinks that Skoda 
could prove useful in Western Europe in- 
stead, as a budget marque to fill the hole left 
as VW's own brands move upmarket—just 
as Bentley is meant to take vw into luxury. 
Although vw was embarrassed to lose the 
Rolls-Royce name to BMW, the firm reckons 
that the sportier Bentley brand has more 
potential (it easily outsells Rolls-Royce). vw 
plans to launch a new range of smaller 
Bentleys to compete against top-of-the- 
range Mercedes and BMWS. 

Yet vw will find it hard to treat Skoda 
merely as a budget brand. Skoda is develop- 
inga new range of vw-based cars, the first of 


which, the medium-sized Octavia, has just 
gone on sale in Britain, having been 
launched in the rest of Europe a year ago. It 
is a good car, based on the Golf platform 
and equipped with a Golf engine; but it 
sells for two-thirds of the price. In the next 
couple of years, the Skoda range will be re- 
vamped using vw platforms. 

Doubtless, these will be good cars, too. 
Nevertheless, they will not be Skodas. Al- 
though vw is trying to keep the Octavia's 
identity by getting Czechs to design the in- 
teriors and exteriors, it still looks and drives 
like a vw. Perhaps this is inevitable given 
the car's vw-like underpinnings. 

And that is the heart of vw's difficulties: 
if Skoda's cars succeed, it will be in part be- 
cause they are seen as bargain-priced vws— 
the more so because vw has emphasised its 
ownership of Skoda in recent advertising. 
The trouble is that this may cannibalise 
sales of the vw itself. Volkswagen says am- 
bitiously that it wants Skoda to become the 
next Volvo; yet, if the brand goes too far 
upmarket, it risks no longer being seen as a 
budget car. Already, some Octavias are sell- 
ing for as much as $25,000. Peter Wells, of 
the Centre for Automotive Industry Re- 
search in Cardiff, reckons that Skoda 
should recapture its pre-war reputation, 
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when it was known for its engineering. Yet 
that would mean giving the Czechs free- 
dom over design—undermining vw's con- 
centration on a few platforms and engines. 

vw may have fixed Skoda's immediate 


weakness, but not the tensions between its 
engineering and its branding. The lesson is 
equally pertinent to Bentley. The venerable 
Bentley name would look very odd indeed 
if it were stuck on a rebodied Audi. 





Asian airlines 


One down, more to go? 


Philippine Airlines, one of Asia's biggest carriers, has collapsed. Others are 
struggling, but Singapore Airlines is fighting back 


OEING recently calculated that Asia's 
turmoil would mean the loss of150 or- 
ders for passenger jets over the next few 
years. With about a third of that number al- 
ready cancelled or delayed, this might turn 
out to be an underestimate. The region's 
airlines are still losing height—and on Sep- 
tember 17th a large carrier, Philippine Air- 
lines (PAL), announced it would stop flying 
on September 23rd, after 57 years in the air. 
PAL was brought down first by 
the crisis, and secondly by a bitter 
dispute, when its 600 pilots went on 
strike in June. The carrier slashed its 
workforce from 13,000 to 8,000 and 
planned to cut its fleet from 54 to 21 
aircraft. For the past two weeks the 
airline has been negotiating with the 
unions, but they rejected its offer of 
equity in return for lower wages. PAL 
owes about $2 billion to local and 
foreign banks, including Chase 
Manhattan. The government ruled 
out any last-ditch rescue. “We will 
not open the coffers of government 
especially at a time of economic 
hardship,” said a spokesman. 

Other airlines in the region are 
struggling. Cathay Pacific, recorded 
its first-ever loss, of HK$175m ($22m), 
for the six months to June; in the 
same period a year earlier it had 
made a profit of just over HK$1 bil- 
lion. Less successful Asian carriers 
are desperately trying to sell aircraft, 
terminate leases, cancel or delay or- 
ders and chop routes. Indonesia’s Garuda 
has axed most of its flights to Europe. Ma- 
laysian Airlines, which lost M$225.4m 
($70.6m) in the year to end-March after a 
profit of about M$350m the year before, 
has cut its fleet and its route network; plans 
to refinance its aircraft are mired in na- 
tional politics. 

Some are trying something more novel. 
Thai Airways, faced with difficulties in pay- 
ing for the modernisation of its fleet, is try- 
ing to raise cash through the sale of part of 
the government's stake. As South Koreans 
stop flying abroad, Korean Air is trying to 
drum up more business from America by 
luring expatriate flyers home. The airline is 
still buying improbable numbers of new 
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First-class cabin, or Raffles Hotel? 


aircraft, but it is rumoured to be getting ex- 
ceptionally easy terms from Boeing, which 
is eager to avoid losing too much business 
in a market that accounts for about a third 
of its order book. 

Across the board, reckons Zayong Koo, 
an analyst with Dresdner Kleinwort Ben- 
son in Hong Kong, passenger loads in Asia 
have fallen from around 75% to less than 
70%. But even that, he thinks, masks the real 





decline. All the carriers are so desperate to 
fill seats that they are making drastic spe- 
cial offers, such as Cathay's “buy one seat, 
get another free" deal. This boosts the num- 
ber of travellers, but destroys profit mar- 
gins. Cathay's first-half loss was caused 
partly by a 17% fall in yields per passenger. 

Another pressure comes from a grow- 
ing dependence on long-haul, intercon- 
tinental flights for traffic, as demand for 
flights within the region tumbles. Tradi- 
tionally, intra-Asian routes have been more 
profitable than inter-continental flights 
(the opposite is true in Europe, where air- 
lines make big profits across the Atlantic, 
but lose money locally). 

Even as the rest of Asia's carriers are en- 





gaged in a desperate struggle for survival, 
however, one airline stands out. It is true 
that Singapore Airlines, by any standards 
one of the world's best, has itself taken a 
hammering. It managed to hold profits 
steady in the year to the end of March, but 
the current half-year profit will fall by 
about a fifth. The airline has deferred 11 air- 
craft deliveries for two years and almost 
halved the rate of its expansion. Further or- 
der deferrals could follow. 

Yet Singapore Airlines has seized on its 
rivals’ misfortunes to embark on a decid- 
edly ambitious path. One reason is that it is 
rich and can afford to be bolder. Another is 
that, as an airline with global ambitions, it 
cannot afford not to be. Singapore Airlines 
runs services that bring it into competition 
with the world’s largest carriers. 

This week it announced the biggest 
launch of any product in its history, when it 
unveiled a S$soom ($300m) revamp of its 
first-class, business-class and economy ser- 
vices. By the end of next year, each of its 37 
Boeing 747s will have been made over. Sin- 
gapore will give first-class passengers 
no ordinary bland flight cabin, but a 
plush wood-and-leather affair that it 
has designed after studying how the 
world's five-star hotels do it. Busi- 
ness passengers will have seats as 
wide as other carriers’ first-class 
seats, and economy passengers will 
get foot-rests, “wrap-around” head- 
rests and the virtual upholstery of 
free-flowing champagne. 

Singapore's executive vice-presi- 
dent, Michael Tan, says the changes 
have long been planned. In a sense, 
they are a continuation of the strat- 
egy that made it a world-class airline: 
back in the 1970s it was the first to 
offer all passengers free drinks and 
head-sets, in defiance of the airline 
cartel that insisted on charges for 
such items. But they will cost money. 
Taking out seats to provide more 
room is normally recouped by charg- 
ing a premium price. But with the 
slowdown in Asia Singapore Air- 
lines will have to wait longer before 
raising prices to recoup investment. 

With over $500m in cash, Singapore 
Airlines can afford it. Just as it can also af- 
ford acquisitions to strengthen its position. 
Since the Asian crisis began, it has signed 
code-sharing marketing alliances with Ger- 
many's Lufthansa and with two Austral- 
asian carriers, Air New Zealand and Ansett. 
Now, possibly with Lufthansa, it is negoti- 
ating to buy a 10% stake in Thai Airlines. 
Singapore Airlines may also invest in 
China Airlines in Taiwan, an alliance that 
would improve its trans-Pacific services. 
And it is plotting, again with Lufthansa, to 
invest in South African Airways. Some- 
times the best form of defence is attack. 
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A timely message to Commerzbank's 
international clients and shareholders 


Profiting from 
growth in global 
asset management 





Commerzbank is a rapidly growing European 
universal bank with a global sales network. 
To serve its clients and 270,000 shareholders, 
the Group concentrates its activities on three 
main areas of business: investment banking, 
international finance, and domestic branch 
banking. This special edition of Viewpoint 
highlights our strategies and progress in global 


asset management. 
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Rise in GLoBAL Asset MANAGEMENT. In the 
early 1990s, Commerzbank embarked on a 
concerted initiative to become a prominent 
player in global asset management. The goal 
was to be present in all major asset manage- 
ment regions of the world with units offering 
all main products in local markets. Starting 
from a relatively modest domestic position, the 
Group has established 25 operations in 14 
countries and boosted assets under manage- 
ment from some DM39bn in 1990 to DM205bn 
by mid-1998 — an average annual growth of 
25%. Equally important are the sizeable and 
growing contributions these operations are 
making to Group profitability. 


CLEAR Focus PaviNc Orr. Fundamental to our 
successful strategy is the combination of three 
main components: (1) developing multi-prod- 
uct, multi-asset, multi-investment style capa- 
bilities covering institutional asset manage- 
ment, mutual funds and private banking, (2) 
building up presence in key international mar- 
kets, organically or via acquisitions and (3) 
adopting a regionalized marketing approach, 
offering local and other Group products to local 


COMMERZBANK ^ 





M Ri usa. echa m - dt dein bo SRE D MS TUE 
LI We 


clients. This formula has substantially en- 
hanced the size, reach, and efficiency of the 
Groups Asset Management Division, which 
increased equity investments from 12.4% in 
1992 to over 47% in 1998. International client 
business has grown to over 30% of our total 
assets under management. 


ENciNES oF Quatity Growth. In Germany, 
Commerzbank holds a large stake in the ADIG 
Group, which offers an array of mutual funds 
to private clients and manages over DM58bn. 
Commerzbank Investment Management GmbH, 
which manages over 300 special funds for 
German institutional investors, has lifted its 
fund volume to DM50bn in 1998. Commerz 
International Capital Management GmbH 
(CICM), which serves non-German insti- 
tutional investors from Frankfurt, Dublin, 
Boston, Singapore and Tokyo, currently man- 
ages some DM15bn. Starting mid-1998, CICM 
is marketing its mutual funds in Japan. 


Key Acauisitions. The Group subsidiary 
Caisse Centrale de Réescompte (CCR) is the 
biggest mutual fund manager of any foreign 
group in France. Acquired in 1993, CCR now 
manages over 30% of all international money 
market funds in the second-largest fund market 
in the world. In the UK, Jupiter International 
Group, a subsidiary since 1995, has expanded 
dramatically, particularly in unit trusts. Since 
end-1994, Jupiter has increased this business 
to over £2.2bn for more than 500,000 clients. 


Our acquisition in 1997 of Montgomery Asset 
Management, San Francisco, gives us solid 
local asset management presence in all the 
world's leading financial markets. This compa- 
ny, which focuses on mutual funds and insti- 
tutional portfolio management, has over 
US$10bn under management — half of which 
for its 320,000 fund clients. 


Backed by exclusively buy-side research capa- 
bilities in Frankfurt, London, New York, Tokyo, 
and Singapore, the Commerzbank Group is 
poised to continue its profitable growth as a 
global asset manager. 


Group Prorits uP 21.9% iN First HALF 1998. 
Applying International Accounting Standards 
(IAS) for the first time, the Commerzbank 
Group recorded a pre-tax profit of almost 
DM1.5bn in the first six months of 1998, up 
5.4% over the comparable year-earlier period. 
After-tax profit increased by 21.9% to 
DM978m, and total assets reached a record 
high, surpassing DM600bn. 


For more information about Commerzbank, 
contact the Corporate Communications 
Department, Frankfurt, Fax +49 69 136-2 98 05 
http://www.commerzbank.com 
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FACE VALUE 


The prince and the pauper 


Ford’s new leadership is a promising, but risky, combination 
of dynasty and dynamism 


AKE Billy Clay Ford Jr, Ivy-League- 

educated heir to one of America’s 
most powerful business families, and 
Jacques “Jac” Nasser, son of a Lebanese 
working man who emigrated to Austra- 
lia. This is the odd couple that is to run 
Ford Motor Company, now the present 
chairman, Alex Trotman (a one-time 
butcher's boy from Edinburgh), has an- 
nounced his retirement. The hard-charg- 
ing Mr Nasser, who turns 51 in Decem- 
ber, will serve as president and chief 
executive of the world’s second-largest 
car maker. Mr Ford, ten years younger, 
will be chairman. “I will lead the board: 
Jac will lead the company,” says Mr Ford. 
That sounds as if he will be rather more 
than a constitutional monarch to Mr Nasser’s prime minister. 
This is power-sharing; and power-sharing can be treacherous. 

It is also unusual in America—but then so is Ford. In Detroit, 
the firm is still referred to as “Ford’s”. The family still owns 40% 
of the voting shares 40 years after it went public. The only other 
big car company led by a member of the founding family is 
Toyota—and Shoichiro Toyoda really is a figurehead. Is the com- 
bination of dynastic prince and immigrant working-class hero a 
backward step, or a perfect amalgam of tradition and diplomacy 
with energy and drive? 

Billy Ford has worked his way through the company, but he 
has not had such a blisteringly successful career that he would 
have reached the top without the Ford name and a large 
shareholding. Mr Ford lectures Detroit car bosses about the need 
to take global warming seriously. Like Prince Charles, his green- 
ery is more than rhetorical. Two years ago, Ford executives 
scarcely knew what a fuel cell was; last December the company 
invested $300m in a Canadian company trying to produce a 
pollution-free fuel-cell engine. For Mr 
Trotman, the move was defensive, to 
keep up with the Japanese; but Billy Ford 
(who chaired the board’s finance com- 
mittee) is a true believer. On his appoint- 
ment, Mr Ford stressed that his goals are 
not only to improve the company's qual- 
ity and profitability, but to be a leader in 
corporate citizenship. 
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Ford's share price 


Relative to Dow Jones Industrial Average 


ser cut thousands of jobs in the face of a 
devastating recession, earning himself 
the nickname “Jac the Knife". More re- 
cently, as president of Ford's car busi- 
ness, Mr Nasser has taken a grip on 
Ford's global reorganisation, which Mr 
Trotman launched a few years earlier 
and which had seemed to be spinning 
out of control. 

Under Mr Nasser, suppliers have had 
to swallow annual price cuts of 5%—or 
quit. Ford has stopped painting the in- 
sides of ashtrays in the Explorer sport- 
utility vehicle, for example, saving a 
mere 25 cents per vehicle, but $100,000 à 
year. To revitalise Ford's floundering de- 
sign department, Mr Nasser turned to a 
young outsider, J Mays, who designed the wacky new Beetle for 
Volkswagen. Mr Nasser has also started to revolutionise distri- 
bution, buying independent dealers in cities such as San Diego 
and then merging them into company-run superstores. He de- 
cided to move the headquarters for its Lincoln/Mercury division 
from Detroit to suburban Los Angeles, to rid it of mid-West 
stodginess. 

Last year Ford made bigger profits than its larger rival, Gen- 
eral Motors, and it has been trimming Gm’s lead in American 
sales. But the new Ford team faces two big tests. One is how to 
improve margins sufficiently to make a healthy real return in a 
world where over-capacity is running at 25-30%, and car makers 
are cutting prices either overtly or by offering extra features. 

The other is internal. Ford's revival in the 1980s happened 
under a single non-family boss who combined the jobs of chair- 
man and chief executive. Mr Trotman alone called the shots and 
persuaded the family to accept his decisions; not least, he 
groomed Mr Nasser as his successor. But Mr Nasser now has to 
share power, with Billy Ford sitting in 
the office next door and representing his 
family. Such power-sharing has usually 
proved temporary in the car industry. 
The last time a Ford (Henry Ford II) was 
in the chair, from 1945-80, he got rid ofa 
procession of capable subordinates, in- 
cluding the legendary Lee lacocca, who 
was simply told “I don't like you" by way 
of explanation for his firing. The result 





Jac the Knife 


As foil to the statesmanlike Mr Ford, Mr 
Nasser can talk green too—though cynics 
think it is a front. Small, with cropped 
hair and a weakness for wide-lapelled, 
double-breasted jackets, he has an easy- 
going public manner. But off-camera, ev- 
| erything he does is, to coin a phrase, 
driven by Ford. Mr Nasser joined Ford 
in Australia in 1968. His career has 
spanned the globe, earning him a repu- 
tation as someone who gets things done. 

In the 1980s, at the helm of Ford's 
troubled European operations, Mr Nas- 
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was à slow decline, from which the firm 
recovered only under the outgoing Mr 
Trotman. 

Billy Ford is quite unlike his bullying 
uncle; reserved and self-effacing, he is 
young and cool enough to roller-blade 
around the posh Michigan suburb 
where he lives. Even so, there is some- 
thing uncomfortable about the arrange- 
ment. If Mr Nasser is not up to the job of 
running Ford, is Billy Ford really the 
man to make up for his deficiencies? Yet 
if Mr Nasser is capable, what will there 
be left for Billy Ford to do? 
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Emerging-market finance faces its worst crisis ever. Don’t expect a rapid 


recovery 


T IS hard to find any optimists these 

days. Bill Clinton declared this week that 
the world faces its biggest financial chal- 
lenge in 50 years. Certainly the young 
whizz-kids on trading desks in New York, 
London or Hong Kong have never seen 
anything like it. In the weeks since Russia's 
devaluation and default on August 17th, in- 
vestors have fled emerging markets en 
masse. Emerging-market finance, that phe- 
nomenon of the 1990s, has never seemed 
in such a mess. 

As investors eschew all risk, and banks 
nurse their losses in Russia, most emerging- 
market borrowers outside Japan, Europe 
and North America are simply unable to 
sell bonds, issue shares or borrow in dol- 
lars. “The entire market is, in effect, closed,” 
says Tony Best, regional head of emerging 
markets at J.P. Morgan in London. “I don't 
know of a bank on the planet that wants to 
increase its exposure to anything, let alone 
emerging markets", muses Arminio Fraga, 
managing director of Soros Fund Manage- 
ment. Even hedge-fund investors, such as 
Mr Fraga, worry more about preserving 
capital than increasing it. The question on 
everybody's mind is what it will take to 
bring those frightened investors back. 

Debt markets have seized up. The best 
indicator, the spread, or difference in 
yields, between American Treasury bonds 
and emerging-market government bonds 
of similar maturities has almost doubled 
since mid-August, according to the J.P. Mor- 
gan Emerging-Market Bond Index. It hit a 
peak of 17 percentage points on September 
10th, before narrowing a bit this week. Al- 
though that is not quite as wide as the aver- 
age spread reached in March 1995, follow- 
ing the collapse of the Mexican peso, Brazil 
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and Venezuela have faced wider spreads 
than at any earlier time this decade. The 
bonds of several Latin American countries 
are trading at levels that seem to imply a 
high probability of default. On September 
15th, for instance, the Venezuelan govern- 
ment's dollar-denominated bonds traded 
at a whopping 27 points above Treasuries. 

Outside Latin America, the debt 
meltdown has been less frantic (with the ex- 
ception of Russia) Although spreads on 
sovereign bonds have widened in Poland, 
the Czech Republic and Hungary, they re- 
main narrower than elsewhere. That is 
partly because these countries are less in- 
debted, so investors worry less about de- 
fault; partly because their investment- 
grade status increases the pool of potential 
investors; and partly because markets are 
convinced that these Central Europeans 
will, eventually, join the European Union. 
According to Jason Maratos, European 
high-yield bond boss at Morgan Stanley, 
Poland is these days more often compared 
with Greece than with Brazil. 

Nevertheless, whether in Budapest or 
Buenos Aires, the environment for borrow- 
ers is grim. Recent weeks have seen only 
two governments, Lebanon (see next page) 
and India (see page 91) issue foreign 
bonds. Both issues were possible thanks 
only to those countries’ unusual circum- 
stances. 

Equity markets, too, look awful. Of the 
25 emerging stockmarkets tracked by The 
Economist, only China, South Korea, 
Greece and Portugal show a positive return 
for the year in dollar terms. As many as half 
the markets have fallen by more than 35%. 
Equities have been hit hard because inves- 
tors have sold to cover losses elsewhere, by 
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from corrections 

in rich-country markets 
and by many countries’ rad- 

ically worsening economic out- 

look. According to Brian Gen- 

dreau, an analyst at Salomon Smith 
Barney, the ratio of Latin share prices to 
lagged earnings is around eight, a level last 
seen in 1990, when several Latin American 
countries still had rampant inflation, huge 
government deficits and falling output. Yet 
as firms' earnings prospects worsen, many 
analysts reckon that prices may still have 
further to fall. 

Volatility is not new in emerging mar- 
kets. Yet almost everybody agrees that this 
time things are different from both 1995 
and last autumn, when devaluations and 
recurrent bank crises, starting in South-East 
Asia, first sent shock waves around the 
world. In 1995 American stockmarkets 
were on a roll, banks' balance sheets were 
fat and getting fatter, and global economic 
growth was strong. The much-feared “con- 
tagion" from Mexico was barely felt beyond 
Latin America. Today rich-country stock- 
markets are wobbly, banks have suffered 
large losses in Russia and much of the 
world economy is already in recession. 
These are the ingredients fuelling investors’ 
distaste for risk—and they are the reasons 
why it is unrealistic to expect a quick 
recovery. 


Anew debt crisis 
In the short term, new portfolio capital will 
simply dry up. This will force governments 
that would normally have tapped the capi- 
tal markets to tighten their fiscal belts and 
rely more on official finance. Argentina, for 
instance, is negotiating a $6 billion loan 
package from the World Bank and Inter- 
American Development Bank, to ensure 
that, in case it cannot sell its bonds, it has 
sufficient finance until well into 1999. 
Businesses will also have to scale down in- 
vestment plans and rely more on scarce 
(and increasingly costly) domestic finance. 
The pessimists say that it may be years 
before emerging markets can again raise 
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FINANCE AND ECONOMICS 


Developing problems 


December 31st 1994-100 
dollar terms 





large amounts of foreign capital. Paulo 
Leme of Goldman Sachs, an investment 
bank, expects net capital flows to all emerg- 
ing economies to be $120 billion in 1999; 
in 1997, the comparable figure was $247 
billion. Most of this money will be direct 
investment in businesses and property or 
trade finance. There will be precious little 
lending. In a worst-case scenario, Mr Leme 
says, net capital flows could fall as low as 
$60 billion. 





Bullet bonds 


| BEIRUT 


| HE emerging-market meltdown has 

shut many would-be borrowers out of 
international capital markets. Where 
only yesterday investors anticipated rich 
returns, they now see only volatility, in- 
stability and high risk. Except, oddly 
enough, in Lebanon. 

Lebanon seems to have lots of the 
things investors elsewhere are eager to 
avoid. The government's budget-deficit 
target, 1496 of GDP, makes Brazil and Ven- 
ezuela seem exemplars of fiscal disci- 
pline. The government has been spend- 
ing far beyond its means to repair the 
damage of the civil war, driving the na- 
tional debt to over 100% of GDP. The cur- 
rent-account deficit is huge. Israeli jets 
have raided 70 times this year, while Syr- 
ian troops occupy most of the country. A 
potentially divisive presidential election 
is due in October. And yet, on September 
10th, investors snapped up $350m of 
seven-year, dollar-denominated govern- 
ment bonds paying only 3.9 percentage 
points more than American Treasuries. 

What's Lebanon's secret? Plenty of dol- 
lars. Since the civil war of the 1980s, when 
locals lost confidence in the Lebanese 
pound, dollars have dominated the econ- 
| omy. They make up 65% of bank deposits. 
_ Since earlier this year, when the central 
| 





bank banned local financial institutions 
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Emerging-market bond spreads 


Government bonds over US Treasuries, % points 


Not all emerging-market experts are so 
pessimistic. Ignacio Sosa, managing direc- 
tor at BancBoston Robertson Stephens, 
reckons that there could be new bond is- 
sues by emerging-country governments 
within six months. But many doubt that in- 
vestors will recover their appetites for such 
bonds any time soon. Marcel Cassard of 
Deutsche Morgan Grenfell expects syndi- 
cated bank loans to be the easiest way for 
East European firms to raise new money, 


from investing in emerging markets (ex- 
cept in Lebanon itself), the bankers have 
been looking for ways to use their dollars 
profitably. American Treasury bills will 
not do, as they pay less than the banks are 
Shelling out on their dollar deposits. 
When their own government offered dol- 
lar-denominated bonds, therefore, Leba- 
nese investors, mainly banks, snapped up 
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because bankers are more capable of spot- 
ting the best borrowers than are bond 
investors. 

Even when Wall Street and the City re- 
open their doors to emerging-market bor- 
rowers, they will be far more cautious. The 
long maturities, non-collaterised bonds 
and complex project-finance deals that 
characterised the emerging-market boom 
will be out. Instead investors will want 
bonds with short maturities—"plain va- 
nilla" deals that are easy for investors to sell 
if they again get cold feet. Borrowers will 
need to put up good collateral, preferably 
foreign-currency receivables. Mexico, 
which re-entered the capital markets in 
1995 by issuing a floating-rate note 
collaterised by its oil exports, is the model. 

The outlook for share issues by emerg- 
ing-market companies is, if anything, 
bleaker than the outlook for debt. While the 
debt-market meltdown ultimately boils 
down to fears of default, equities face far 
greater uncertainty. Even if the panic sub- 
sides, emerging economies face slower 
growth, and their firms lower earnings. In a 
global environment where shares are 
shaky, emerging markets will surely stay the 
shakiest. At a time when initial public offer- 
| 
90% of the issue. | 

This suits both the banks and the gov- | 
ernment just fine. Until now, the govern- 
ment has been selling, and the banks buy- 
ing, Treasury bills with high interest rates 
and short maturities. The government is 
eager to reduce its debt-servicing burden 
through longer-term bonds; while the 
banks are just as enthusiastic to help by | 
buying longer-term paper. Now, say local | 
bankers, even touchy foreigners are be- 
ginning to take an interest in Lebanon's 
high-risk opportunities. 
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ings have slowed sharply on Wall Street, the 
idea that companies from exotic countries 
can easily woo investors seems far-fetched. 
In time, private equity placements to west- 
ern investors may pick up à bit, but few ex- 
pect the pace to be fast. 

All in all, prospects seem grim. But, even 
now, the idea that emerging-market fi- 
nance is dead is excessively gloomy. The 
structural shifts in the world economy are 
so huge that, even with major recessions in 
the emerging world, countries and compa- 
nies will eventually regain market access. 
Only if their governments give up on free- 
market economic policies will the days of 
emerging-market finance be over. And that, 
even now, is unlikely. Far more probable is 
a slow recovery with a healthier respect for 
risk, both among borrowers and lenders. 
That might be no bad thing. 





Brazil 
Last stand? 


SAO PAULO 


HETHER Latin America can make 

an orderly adjustment to a slowing 
world economy probably depends on the 
outcome of the current struggle in Brazil's 
financial markets. At issue is whether the 
government will be forced to devalue the 
real, or whether confidence in the currency 
can be restored by a monetary squeeze and 
the promise of tighter fiscal policy. 

So far the battle has gone badly for Bra- 
zil’s government. Since the start of last 
month, the country has lost around a third 
of its foreign-exchange reserves, which now 
stand at slightly under $50 billion. But after 
ten days of plunging share values, capital 
flight and mounting panic, Brazil saw an 
improbable rally this week. In four trading 
days to September 16th, the Sao Paulo stock 
exchange index leapt 4295, while daily capi- 
tal outflows slowed to a trickle from the 
daily average of $1.5 billion in the first fort- 
night of the month (see chart). 

The turning of the tide, or simply a 
pause? Officials see the slowing of capital 
outflows as a sign that their policies are 
working. Last October, when Asia's troubles 
first hit Brazil, the government restored 
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market confidence by doubling interest 
rates (to 43%), and announcing a fiscal 
squeeze. This time round, the attack on the 
real has been far more serious, partly be- 
cause investors have a gloomier view of the 
outlook for the world in general, and partly 
because Brazil’s response has been con- 
strained by an election on October 4th, 
when President Fernando Henrique 
Cardoso, the real’s chief defender, is seek- 
ing a second term. 

Last year, the central bank deliberately 
increased interest rates beyond market 
expectations. This time, because of the elec- 
tion, it has acted more cautiously, raising 
rates in two stages this month. The second 
increase, on September 11th, took the head- 
line rate to 49.75%, though the market rate 
settled at around 39%. “This more gradual 
approach has had a cost in terms of confi- 
dence, but that is nothing that determina- 
tion and persistence cannot change,” says 
Francisco Lopes, the central bank's mone- 
tary-policy chief. Mr Lopes insists that tight 
monetary policy will slow the capital out- 
flow, because it is no longer profitable to 
borrow reais to buy dollar-denominated 
Brazilian bonds, as it was when bond 
yields soared last month. 

But some of the capital fleeing Brazil 
has simply been seeking safety against a 
possible devaluation. What fuelled this 
week's stockmarket rally were rumours of a 
huge rescue fund for Latin American cur- 
rencies. The truth was rather more modest. 
Brazilian officials have indeed been talking 
to the International Monetary Fund and 
the American Treasury about setting up a 
contingency fund for Latin America, but no 
deals have yet been struck. 

Brazil's case is that notwithstanding 
weaknesses such as large fiscal and current- 
account deficits, it is being unfairly pun- 
ished because of Russia's debt default. The 
offer of outside help could stop contagion 
spreading to Latin America, argues Pedro 
Malan, the finance minister. "Sometimes 
the indication that there is a readiness to 
make available resources under certain 
conditions means that they may not be 
needed," he says. 

Tight money and hopes of outside re- 
inforcements may indeed keep a floor un- 
der Brazil's reserves until the election. And 
then? The government is pinning its hopes 
on a fiscal austerity programme, which 
would cut public-sector borrowing to 3.5% 
of GpP by 2001. This is due to be an- 
nounced on November 15th. But since in- 
terest rates cannot be sustained at current 
levels without adding unbearably to the 
budget through extra debt-servicing costs, 
the only hope of restoring market confi- 
dence after the election will be a far more 
drastic fiscal squeeze. 

Nobody should underestimate the 
determination of Brazil's officials to resist 
devaluation or controls on capital out- 
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The economy’s about to cool 
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flows, and their willingness to take the pain 
of tight money. "This is our trench, and 
we're going to fight the battle here,” says Mr 
Lopes. But determination alone may not be 
enough. 





Russian banks 
The undead 


MOSCOW 


EET the zombies in Russia's finan- 
cial horror film. Misbegotten, 
malevolent creatures, mangled and bleed- 
ing—but determinedly crawling back out 
of their graves and hell-bent on even more 
mischief. When Russia devalued on August 
17th, the moving spirits behind Russia's 
banks, having bet heavily, and wrongly, on 
the short-term rouble debt market, seemed 
set to dump their liabilities on the state, 
strip any remaining assets, consign the 
corpses to the undertaker and head for less 
troubled climes. Reality has proved rather 
more complicated. 

Almost all of Russia's banks are insol- 
vent by any measure. But only a handful 
have actually closed. Most are still paying 
out small sums of money to depositors and 
whining that force majeure—the Russian 
government's decision not to service the 
bonds that fill their vaults—absolves them 
of liability for failing to pay their bigger 
debts. All seem determined to stay in busi- 
ness. Two banks that were put under state 
administration, for example, fought back 
with lawsuits (cleverly brought in the Rus- 
sian provinces, where judges tend to be 
more easily persuadable). 

Along the way, there has been some 
spectacular looting. Bank transfers, once 
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paid in, mysteriously fail to reach the re- 
cipient. Dollar deposits are almost impos- 
sible to withdraw. And the banks have been 
helped by some extraordinary manipula- 
tion of the rouble exchange rate. Having 
fallen by more than two-thirds in the first 
three weeks after mid-August, from six to 22 
roubles to the dollar, it rocketed to 7.5 on 
September 15th—only to crash to 13.5 the 
next day. 

The explanation for this lies in $2 bil- 
lion or so outstanding in non-deliverable 
forward contracts, taken out by investors in 
short-term rouble debt in order to hedge 
their currency risk, which came due on—no 
prizes for guessing—September 15th. Al- 
though no roubles actually change hands 
(hence the tag “non-deliverable”), the value 
ofthese contracts depends on the exchange 
rate. Russian banks would have been faced 
with huge losses ata rate of 22 roubles to the 
dollar. They suffered almost none at the 
more favourable exchange rate which was 
so mysteriously but conveniently reached 
on Tuesday of this week. 

The thinly traded rouble is easy to 
manipulate. The collapse of imports into 
Russia since mid-August has removed a big 
chunk of the normal demand for dollars, 
and most Russians wanting to change their 
savings out of roubles have already done so. 
Meanwhile, the requirements of day-to-day 
life have led to a steady demand for cash 
roubles at exchange bureaus. In these con- 
ditions, the big banks, probably aided by 
the central bank, were able to dry up the 
supply of currency and create an artificial 
spike in the exchange rate. For those that 
found it worthwhile to honour their for- 
ward contracts (or at least negotiate with 
their counterparties), that will have saved a 
few billion dollars. 

Whyare Russia's bankers so keen to stay 
in business? Sadly, the answer is not opti- 
mism about the country's future, once the 
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crisis is past; rather, it is the juicy prospect 
of even more shady deals ahead. First: the 
new central-bank leadership looks even 
less capable of policing the banking sector 
than the outgoing one. Second: the new 
government wants to print money. This 
creates a lucrative opportunity, which Rus- 
sian bankers remember fondly from the 
early 1990s. In a country where a bank 
transfer takes a week or so to go through, 
banks profit hugely from inflation. As the 
government is planning to use a handful of 
big banks to transfer the newly printed 
money to industry, opportunities for the 
sticky-fingered will be almost limitless. 





Bank mergers in Canada 
All smiles 


TORONTO 


ATTHEW BARRETT, the bon vivant 
chairman of the Bank of Montreal, 
is often in the papers these days looking as 
if he has just swallowed the canary. He has 
even more reason to be pleased since a task- 
force on the future of financial services in 
Canada has concluded that the proposed 
merger between his bank and Royal Bank 
of Canada should be considered on its own 
merits and not disallowed outright. Not 
much of an endorsement, perhaps, but it 
could have been far worse. 

In January Mr Barrett shocked Cana- 
da's financiers by announcing his inten- 
tion to merge Montreal with Royal Bank, 
Canada's largest bank. The finance minis- 
ter, Paul Martin, was not pleased. In a polite 
country where queues are respected, this 
announcement was seen as jumping ahead 
of the financial-services task-force, which 
had been set up in December 1996 and was 
scheduled to report this autumn. Not want- 
ing to be left behind, Canada's second- and 
fifth-largest banks, Canadian Imperial 
Bank of Commerce and Toronto-Domin- 
ion, then announced their own plans to 
merge. Suddenly, the task-force's position 
on consolidation in Canada's already 


Why don't we get together? 


highly concentrated banking sector was 
more than just a matter of theoretical inter- 
est. Fortunes were riding on it. 

The task-force report, published on Sep- 
tember 15th, gives the bankers what they 
want—at a price. Nothing wrong with 
mergers, it says, but with a caution: “Can- 
ada is almost alone among developed 
countries in the absence of strong second- 
tier institutions that can compete with the 
major banks" So while the big banks 
should be allowed to get together, the re- 
port says, life insurers, mutual-fund com- 
panies and investment dealers should be 
given direct access to the payments system. 
This would permit their customers to write 
cheques and transfer money electronically 
into and out of their accounts. In other 
words, these other institutions could func- 
tion much like retail banks. 

Nor is that all. The report urges the gov- 
ernment to make it easier to start new 
banks, to relax constraints on foreign banks 
and to reconsider a rule which, with some 
exceptions, stops any single party owning 
more than 1096 of a Canadian bank. The lat- 
ter change would open the door to owner- 
ship of smaller banks by retailers. The re- 
port also recommends allowing credit 
unions to offer more credit to businesses, 
and to pool their capital. Bill Knight, head 
of Credit Union Central of Canada, says the 
changes would support efforts already un- 
der way to start a co-operative bank similar 
to Rabobank, which is now a strong com- 
petitor to Dutch commercial banks. 

Mr Barrett and his counterparts seem 
happy to accept such a trade-off in return 
for permission to merge. John Cleghorn, 
chief executive of Royal Bank, went out of 
his way to praise the report as “construc- 
tive”. But they may not be so sanguine if the 
government accepts the report's call for a 
"public-interest review process" to weigh 
the benefits offinancial mergers against the 
costs. This would give consumer and small- 
business opponents of bank mergers a new 
forum in which to state their case. 

Even without such an additional re- 
view, government scrutiny of the proposed 
bank mergers is likely to stretch into next 
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year. The federal competition bureau will 
issue its recommendations in November, 
followed by the superintendent of finan- 
cial institutions. The final decision will be 
Mr Martin's. Until he rules, Mr Barrett has 
no choice but to keep smiling. 





Japanese banks 


Empty package 


TOKYO 


pros in Japan take care to wrap even 
modest gifts most beautifully, often to 
useful effect. For several weeks, Japan's 
prime minister, Keizo Obuchi, has been 
striving to put together something suitably 
decorated in time for his meeting with Pres- 
ident Bill Clinton in New York on Septem- 
ber 22nd. Financial markets are growing 
increasingly worried about Japan's broken 
banks and the damage they are inflicting 
on a fragile world economy. Mr Obuchi 
may be able to bring with him to New York 
a political deal on fresh legislation to tackle 
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the crisis. Yet his gift will consist largely of 
pretty packaging. 

Were they obliged to keep realistic ac- 
counts, perhaps half of Japan's 19 biggest 
banks, which between them account for 
around 70% of the country's bank assets, 
would require either immediate national- 
isation or a huge injection of fresh capital. 
With neither forthcoming, the markets 
have been picking off the weak. The inter- 
bank market, in which banks lend short- 
term to each other, is all but shut to the 
weakest big banks, which are probably be- 
ing kept alive by loans from the central 
bank This week, shares in Long-Term 
Credit Bank traded as low as ¥19 (15 Ameri- 
can cents), down 99.3% from their peak (see 
chart on next page). Moody's, an American 
creditrating agency, has long said that 
seven other big institutions, including 
Sakura and Nippon Credit Bank, will not 
be able to survive without external support. 

Not surprisingly, distressed bankers are 
cutting their lending, leaving their custom- 
ers bereft. In August corporate bankrupt- 
cies rose for the 15th month in a row, some 
of them caused by banks’ tight-fistedness. 


Recession—in the three months to June, 
GDP shrank by 3.3% at an annual rate, a 
third consecutive quarter of decline—adds 
more worthless paper to the banks’ pile of 
$1 trillion or so of bad debts—an amount 
equal to about 30% of Gpp. 

On the face of it, Mr Obuchi's mooted 
deal should clear the way for a more sensi- 
ble solution to the crisis. His Liberal Demo- 
cratic Party (LDP) had wanted to handle 
small and big banks separately, putting the 
tiddlers under public administration 
while rescuing the big banks, whose demise 
would be a serious loss of national face. 
Some ¥30 trillion was earmarked earlier 
this year to buy dud assets and pump in 
fresh capital and pay off depositors. This 
would have kept the banks, along with the 
insolvent firms to which they continue to 
lend, above water. 

But, encouraged by public outrage, a co- 
alition of opposition parties balked at the 
plans. After three goes at a compromise, the 
LDP seems at last to have agreed to their 
core demand: no taxpayers’ money unless 
banks either go bust or are brought under 
public administration. That ought to intro- 
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. Gloom and boom 


MUMBAI 


SIA, the world knows, is in the throes 

of economic crisis. But amid the 
gloom, the continent's second-most pop- 
ulous country is quietly enjoying a boom. 
When Yashwant Sinha, the finance min- 
ister, predicted this week that India’s GDP 
will grow by 6.5% this year, he was proba- 
bly not far off the mark. India, long Asia’s 
laggard, may have suddenly become one 
of the world’s fastest-growing economies. 
At first glance, Mr Sinha’s optimism 
seems astonishing because exports, the 
usual engine of prosperity for an emerg- 
ing market, are doing dismally. After 
growing at an annual 20% rate for a few 
years, exports are barely rising at all. But 
Indias large domestic economy and 
small exposure to global markets have 


| Hindu economy in top gear of only around 4.5%. good downpour. | 
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partly insulated it from the Asian crisis. 
Weak exports cannot shave much off GDP 
because they are equivalent to less than a 
tenth of it. Company profits have not 
been dented much because exports pro- 
duce only a small part of earnings. 

The main technique for economic 
forecasting in India involves peering up 
at the sky. For agriculture still accounts for 
roughly a quarter of Gpp. The Reserve 
Bank of India, the central bank, says that 
plentiful rains will raise agricultural 
growth to more than 3%, following a 3.7% 
drop last year. As 60% of the population 
lives off farming, this performance will 
spur consumer demand, helping to push 
industry, which accounts for another 
quarter of GDP, to growth of around 6%. 
The service sector, which 
chips in roughly half of 
GDP, has expanded by 8- 
9% annually over the last 
few years and should do 
the same this year. All this 
adds up to Mr Sinha’s 
overall figure of 6.5%. The 
fundamentals are so 
strong that sceptics, such 
as the Centre for Monitor- 
ing Indian Economy, a 
consultancy, seem like 
grumpy hair-splitters 
when they predict growth 


High road 


India's GDP*, % increase on a year earlier 








Smug politicians say that this vindi- 
cates the government's policy of slow and 
cautious integration into the global econ- 
omy. There are signs of more caution to | 
come. A report suggesting that India | 
should move towards making the rupee 
fully convertible by the year 2000 has 
been quietly shelved. A plan to allow In- 
dian mutual funds to invest abroad, an- 
nounced last year, has been put off. 

Reversing the movement toward 
greater openness would be a mistake, not 
least because India is not invulnerable. Its 
balance of payments is likely to worsen 
sharply. The rupee has lost 14% of its value 
over the past year, forcing the central 
bank to raise interest rates in January and 
again last month. Yet with India's econ- 
omy suddenly the envy of Asia, Mr Sinha 
deserves some credit. Even if only for a 
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Downhill racer 
Long-Term Credit Bank's share price, Y 


1989 90 091 392 93 
Source: DatastreanviCv 


94 95 96 97 98 





duce a measure of economic judgment into 
the necessary business of writing off bad 
loans, foreclosing on duff companies and 
recapitalising only banks with a real 
chance of recovery. Provided, that is, the 


public servants running the show are fair- 
minded and independent, something 
which is by no means assured. 

Even if it were, a speedy clean-up re- 
mains unlikely. Mr Obuchi's administra- 
tion presumably will not go about its task 
with any great vigour: the bust property de- 
velopers, building companies and shop- 
keepers kept alive by the bust banks are 
among the LpP's dwindling core constit- 
uencies. Supposedly, the audits now being 
conducted by the grossly understaffed Fi- 
nancial Supervisory Agency, the nominally 
independent banking regulator hived off 
from the Ministry of Finance earlier this 
year, will force the government to act by re- 
vealing the banks' true condition. But per- 
haps not. On September 14th, even as Long- 
Term Credit Banks share price was 
exploring new depths, the agency's boss, 
Masaharu Hino, told parliament that the 
bank is not insolvent. 





The single currency 


Pressure on the plumbers 


The imminent launch ofthe euro is a threat to Europe's banks 


MONG the most enthusiastic support- 
ers of Europe's single currency are the 
institutions that provide the plumbing 
through which the euro will flow: commer- 
cial banks. With the currency's introduc- 
tion barely three months off, they remain 
keen proponents. Yet, though monetary 
union could be a money-spinner for banks 
that excel in their main businesses, it could 
create more losers than winners. 

Forget for the moment that banks must 
find $15 billion-20 billion to overhaul com- 
puter systems, retrain staff and so on. Far 
harder to absorb will be the hit banks take 
as the euro strips them of business. “Many 
banks are already being squeezed as their 
rivals consolidate and Europe gets less 
overbanked,” says Colin Stringer, a consul- 
tant at Cap Gemini. “The euro could be the 
straw that broke the camel's back." 

In fact, there are several straws to worry 
about. Foreign-exchange trading, corporate 
banking and government-bond trading to- 
gether account for over half the profit of a 
typical large commercial bank. McKinsey, 
another consultancy, predicts that Euro- 
pean bank revenues in these three busi- 
nesses will fall by a fifth over the next de- 
cade or so. Big European banks also make 
some profit by trading euro-zone curren- 
cies against each other. When 11 currencies 
become one in January, this will disappear. 
Germany's Deutsche Bank stands to lose 
perhaps $40m a year, and Switzerland's 
Credit Suisse some $70m-9om. 

The end of national government-bond 
markets may hurt just as much. As high-bor- 
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rowing European governments reduce 
their debt to the 60% of Gpp target set for 
euro members by the Maastricht treaty, 
competition in government bonds will in- 
crease and margins will fall. Smaller deal- 
ers may become unprofitable. No wonder 
some banks, such as France's Paribas, are 
investing heavily in trying to become lead- 
ers in euro-denominated bonds. 

The third danger area is corporate 
banking. Banks already find it hard to lend 
profitably to big companies. It will become 
harder still with the creation of a single, li- 
quid market in euro-denominated corpo- 
rate bonds. Some large banks will be rela- 
tively unaffected, as they have wound 
down their corporate-loan books. But small 
and mid-sized banks still rely heavily on 
lending to companies for their income. 

Deposit and money-market business is 
headed the same way. This now earns Eu- 
rope's banks $20 billion-25 billion a year. 
But volumes will fall because corporate cus- 
tomers will no longer need to hold ac- 
counts in several currencies, and banks will 
no longer be able to use the money market 
to profit from interest-rate differentials be- 
tween euro-zone currencies. 

Banks also stand to lose much of the 
money they currently make from moving 
money around for customers. To some ex- 
tent, this is already happening, as elec- 
tronic payments replace paper. Nick Viner 
of Boston Consulting Group expects trans- 
action prices for domestic and cross-border 
payments to keep on falling by around 4% 
a year. Payments-related profits for banks 


will rise by only 10% or so between now and 
2005, even though the number of pay 
ments that banks handle may double. 

Mr Viner also thinks more than two- 
thirds of big companies will switch banks 
in search of a seamless cash-management 
service across Europe. Customers will want 
uniform pricing and convenient add-ons, 
such as "balance pooling", which allows a 
positive bank balance in one country to off- 
set an overdraft in another, reducing fees 
and interest payments. Only a few global 
banks, such as Citibank, Chase Manhattan 
and ABN Amro, are close to being able to 
offer a full range of such services. 


Advantage America 


The euro should, however, create some 
profitable new business. More people may 
invest in mutual funds and private pen- 
sions, for instance. In wholesale banking. 
there will be opportunities for banks with 
strength in capital markets. McKinsey 
thinks bank profits from equity and bond 
business and from mergers could double 
over the next decade. The market for euro- 
denominated bonds will outgrow its 
predecessors. The single currency will also 
speed securitisation—the packaging of as- 
sets such as mortgages and credit-card re- 
ceivables into tradable securities. 

Unfortunately for Europe's bankers, the 
institutions best placed to compete in these 
markets are American, not European. 
American firms are world leaders in securi- 
ties trading, and are ahead of European ri- 
vals in businesses such as high-yield bonds 
and securitisation. They also have more 
unified pan-European networks. 

Shareholders will benefit from all of 
this, if it leads European banks to scoop 
one another up at premium prices. But for 
Europe's bankers, monetary union has 
much less to offer. It may even leave them 
wondering why they were so keen on the 
single currency in the first place. 





Profits may stop flowing 
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A refresher on the 1930s 


With investors reeling and recession on the march, thoughts turn to the 
Great Depression. Could it happen again? Maybe, if governments try hard 


ROM a distance of more than 60 years, 

it should be possible to view the 1930s 
objectively. What went wrong, how things 
were handled and how they should have 
been—all this ought to be understood by 
now, you might think. If it were, lessons 
could be drawn to guide policymaking in 
difficult times such as these. Unfortu- 
nately, it isn’t. 

The century’s greatest economic 
minds have examined the subject with- 
out producing anything like a consensus. 
Still, enough is known to refute the folk- 
memory version—namely, that the De- 
pression started with the Wall Street crash 
of October 1929; that the slump persisted 
because policymakers just sat there; and 
that it took Roosevelt's New Deal, herald- 
ing the modern era of enlightened activ- 
ism, to put things right. Briefly, the De- 
pression did not start with the stock- 
market crash; American policymakers 
were not passive, they were incompe- 
tently active; and on balance the New 
Deal, far from ending the slump, most 
likely prolonged it. 

At around the beginning of 1928 the 
Federal Reserve, worried about financial 
speculation and inflated stock prices, be- 
gan raising interest rates. Industrial pro- 
duction turned down in the spring of 
1929, and overall growth turned negative 
in the summer. A recession had started. In 
the two months before the Wall Street 
crash, industrial production fell at an an- 
nual rate of 20%. When the crash came, 
however, it was savage: stunning drops 
on October 24th, 28th and 29th, then a 
rally, then another fall. By mid-November 
the market had declined by a half. 

Coming on top of a recession that had 
already begun, the crash set the scene for a 
severe contraction—but not for the de- 
cadeong slump that ensued. The key 
question about the Depression is why a 
bad downturn just kept getting worse, 
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States but around the globe. 

In 1929 most of the world was on the 
gold standard. Allowed to work, this sys- 
tem should have helped stabilise the 
American economy. As demand there 
slowed, its imports fell, its balance of pay- 
ments moved further into surplus and— 
under the ordinary “rules of the game”— 
gold should have flowed into the country, 
expanding the money supply and buoy- 
ing the economy. But this mechanism 
was deliberately shut down by the Fed, 
which was still worried about the effect of 
easier credit on speculation. The inflow of 
gold was "sterilised" by the sale of govern- 
ment debt, and money grew tighter. 


Double jeopardy 
Abroad, meanwhile, outflows of gold had 
their customary effect of reducing the 
money supply and curbing demand. Gov- 
ernments everywhere then tried to reduce 
imports through tariffs, with America 
kicking things off with the Smoot-Hawley 
act of 1930. The effort was futile: the mon- 
etary pressure wasn't eased, and collaps- 
ing trade only added to the plight of in- 
dustry. The Fed's policy, together with 
Smoot-Hawley, had turned the gold stan- 
dard into a global-recession machine. 
There was worse to come. In 1930 
American banks began failing. The Fed let 
them, again not out of neglect but as a de- 
liberate act. Its policy was to insist on col- 
lateral before it would help out, but the 
kind it wanted (commercial bills) the 
banks didn't have. Before the Fed was cre- 
ated in 1913, the banks had had their own 
clearing-house arrangements for helping 
each other resist runs; now, with those ar- 
rangements all but defunct, the banks 
looked to the Fed to do the job, and noth- 
ing happened. As the crisis of confidence 
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more. By 1933 more than 11,000 of Ameri- 
ca's 25,000 banks had failed. As people 
rushed to turn bank deposits into cash, 
the money supply collapsed. 

So much for monetary policy. Fiscal 
policy was little better. Hoover notori- 
ously raised taxes in 1932, to help balance 
the budget and "restore confidence". But 
history has been unfair to Hoover, who 
tried to get the Fed to do more for the 
banks, and too generous to Roosevelt. His 
New Deal delivered no substantial fiscal 
stimulus—Roosevelt, like Hoover, be- 
lieved in balancing the budget. On the 
good side, it brought in bank-deposit in- 
surance (a wise move, though not without 
problems). On the other hand, it piled 
taxes on business and sought to prevent 
"excessive competition". To stop prices 
falling, controls were brought in, along- 
side other new and avowedly anti-busi- 
ness regulations. 

In 1935 the economy was recovering— 
by now America was offthe gold standard 
and the money supply was expanding 
again—but unemployment stayed up, 
partly because ofthe New Deal. In 1937-38 
the economy moved into recession again. 
In 1939 the jobless rate was still 1796. It was 
the war, not the New Deal, that restored 
full employment in America. 

A study of the 19305 offers rather little 
comfort in 1998. It shows how much dam- 
age bad policy can do, and how fragile 
economies can be. The policies of those 
years now seem grossly mistaken, but that 
was not obvious at the time, and every age 
has its own flawed orthodoxies. Indeed 
some rationales for bad policy in the 
1930s have echoes in today's debates—the 
need for fiscal austerity to “restore confi- 
dence”, the “moral hazard” argument 
against extending assistance to countries 
in financial distress, and so on. But the 
best cure of all for complacency is to re- 
flect on the fact that banks, the crux of 
what went wrong in the 1930s, are still 
causing mayhem 60 years on, and regula- 
tors haven't yet worked out what to do 














year after year, not just in the United spread, more banks failed, and then with them. | 
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A byte of the action 


Today's magnetic-storage technologies are expected to reach their capacity 
limits by 2004. The race is on to figure out what comes next 


Pin. the poor engineers who build hard- 
disk drives for computers. For years 
they have worked miracles to squeeze ever 
more data into ever smaller and cheaper 
packages. Yet they are forever being up- 
staged by their more glamorous colleagues 
in the chip-making business. 

Perhaps that is understandable. Com- 
puter buyers, like car buyers, tend to be 
more interested in speed than luggage 
space. But in many ways the achievements 
of the magnetic-storage industry—a busi- 
ness which, according to Disk/Trend, a con- 
sultancy based in Mountain View, Califor- 
nia, is currently worth $34 billion a year— 
are the more impressive. The amount of 
data that can be squirrelled away on 
a square inch of disk surface (the in- 
dustry clings obstinately to imperial 
measurements) has increased by 
60% every year since 1991. Over the 
same period, the cost of storage ca- 
pacity has fallen from more than $5 a 
megabyte to a mere five cents. 

Earlier this month 1BM announ- 
ced the latest downward twist in this 
virtuous spiral: "Microdrive", a disk 
that packs 340 megabytes of data 
(roughly equivalent to 340 copies of 
the 445-page Starr report) into a car- 
tridde smaller than a book of 
matches. This is made possible by 
the latest “giant magneto-resistive" 
(GMR) technology, laboratory ver- 
sions of which can store as much as 
1,450 megabytes a square inch. 

However, despite such continu- 
ing triumphs of storage wizardry, the 
end is now in sight. That end is the 
so-called superparamagnetic limit. 
It is a consequence of the way that 
data are recorded on a hard drive. 

The zeros and ones of digital in- 
formation are preserved as tiny spots 
organised in concentric tracks on the 
surface of a rapidly spinning disk 
coated with a thin film of magnetic 
material. The alignment of north 
and south magnetic poles in a spot 
tells a reading head whether the spot 
is a zero or a one. Alternatively, run- 
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ning an electric current through the head 
can alter the polarity of a spot, and thus the 
message that it carries. 

Over the years, engineers have in- 
creased storage densities by making these 
magnetised spots smaller and then pack- 
ing them more closely together. GMR helps 
by detecting the effect of the spots’ magne- 
tism on the resistance of a tiny wire in the 
reading head (previously it has been the 
current induced in the wire by a magnetic 
spot moving underneath it that has been 
detected, a less sensitive process). 

Other improvements have included 
new, more powerful magnetic-disk coat- 
ings; changes in the shapes of the spots; 


| 


D) 


~ 
A N 
Mg m * 
C “OR 
| ME 
) Meo m 
Ww Z 
uU Zy n 
z Ls 
i A h 
a * r " 
j E 


"^ 
s 
- 
at 
Ije 
i= 
AS 
= 





moving the head closer to the disk’s surface 
so as to see the newly miniaturised spots 
more clearly; and clever signal-processing 
techniques to detect the spots’ ever-tinier 
magnetic fluctuations. Ultimately, how- 
ever, these shifts are merely postponing the 
inevitable—the point at which the spots be- 
come so small that they are magnetically 
unstable, and thus liable to flip their north- 
south polarity at random in response to 
heat-induced vibrations. This is the super- 
paramagnetic limit. Pass it, and any re- 
corded data will rapidly be lost. 

Bob Katzive, Disk/Trend’s vice-presid- 
ent, believes the limit will be reached by 
2003-04. Admittedly, disks should by then 
have achieved a capacity of some 8,000 
megabytes (8 gigabytes) a square inch. But 
experience suggests that the demand for 
storage will keep growing indefinitely. 
Overcoming the superparamagnetic limit 
is therefore a matter of pressing concern. 


Disk driven 


One possible way forward is to borrow 
from the field of “magneto-optical” (MO) 
storage. This works on a different principle 
from straight magnetic storage, for 
although the information is record- 
ed magnetically, it is written and 
read by a laser. 

MO disks are coated with a mate- 
rial whose polarity can be altered 
only at high temperatures. Informa- 
tion is written on to the disk by using 
the laser to heat a tiny spot on its sur- 
face and then applying a magnetic 
field. As the spot cools, it adopts the 
field's north-south polarity. Retriev- 
ing the stored data involves bounc- 
ing the laser beam (at a lower power) 
off the surface of the disk. The mag- 
netic polarity ofa dot affects its phys- 
ical characteristics enough for the re- 
flected laser light to differ, depend- 
ing on whether it is bouncing off a 
north or a south pole. 

Because the dots are magnetic- 
ally stable at room temperature, MO 
technology should ultimately be ca- 
pable of holding more information 
than conventional magnetic storage. 
Packing the dots more closely then 
becomes a matter of optics: focusing 
and guiding the laser beam. 

One such scheme has been devel- 
oped by TeraStor, a recently founded 
company based in San Jose, Califor- 
nia. Its main technology is called 
near-field recording. In this, the head 
is fitted with a special lens, and is 
brought extremely close to the sur- 
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face of the disk. The result is a tightly fo- 
cused beam, and thus a tiny spot. 

The first product to use this technol- 
ogy—a removable disk with a capacity of 20 
gigabytes—should be available next year. 
After that, TeraStor believes its technology 
will be able to keep up the 60% annual in- 
crease in storage density that the industry 
has come to expect long after conventional 
hard disks hit the superparamagnetic limit. 
According to Gordon Knight, the compa- 
ny'schieftechnical officer, storage densities 
as great as 37.5 gigabytes a square inch 
should be possible. That would allow a sin- 
gle disk to carry the magic figure of a tera- 
byte (1,000 gigabytes). 

A different approach is being taken by 
Quinta, another San Jose startup. Its Opti- 
cally Enhanced Winchester scheme also in- 
volves Mo. The vital twist is the use ofa tiny 
mirror which can be rotated with great pre- 
cision by passing an electric current 
through it. This mirror directs the laser on 
to the surface of the disk. 

Such fine control of the beam will, ac- 
cording to Quinta, allow the tracks of data 
to be packed more tightly together on a disk 
than would be possible if a conventional 
motor were used to position the laser. That 
should make storage densities of up to 31 
gigabytes a square inch possible. 

The outside chance that one of these 
two companies has the answer for the next 
generation of mass storage has already at- 
tracted backers from the established hard- 
disk industry—despite the fact that neither 
has yet demonstrated that its approach can 
significantly outperform traditional mag- 
netics. TeraStor is backed by Quantum, a 
leading disk-drive manufacturer. Last year 
Seagate, another drive manufacturer, paid 
$325m for Quinta. 

Not everyone, however, is convinced 
that either approach, snazzy though each is, 
will prove profitable. One sceptic is Currie 
Munce, director of storage-systems technol- 
ogy at IBM's Almaden research centre. He 
says that IBM has already evaluated and re- 
jected the near-field recording techniques 
now being championed by TeraStor. He 
also suggests that conventional magnetic- 
disk technology could hold out longer than 
expected, reaching storage densities as 
great as 12.5 gigabytes a square inch. By that 
time totally new technologies that 1BM is 
working on—such as holographic cubes— 
may be available. 

But even IBM is not infallible. Its early 
support for Microsoft was ultimately re- 
sponsible for that company's massive 
"bloatware" operating systems, which now 
run most personal computers, and which 
have helped to fuel demand for huge disk 
capacities in the first place. Mr Katzive says 
that in the geek humour of hard-disk engi- 
neers, the NT in Windows NT stands for 
“Needs a Terabyte”. He is only half-joking. 
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Nutrition 


Your mother was right (again) 


Free breakfasts may be a good way to help poor kids do better at school 


HEN it was shown recently that fat 
people eat more than thin people, 
some laughed, some jeered and some 
bawled their indignation that money had 
been spent on discovering anything so ob- 
vious. But if the results had been different, 
they would have been very interesting: so it 
is not always wasteful to do research that 
tells you something you thought you knew 
all along. In any case, even if the results are 
expected, it sometimes takes such research 
to get people to pay attention to a problem. 
So it is with a paper published this week 
in Archives of Pediatric and Adolescent 
Medicine. Michael Murphy, a psychologist 
at Massachusetts General Hospital, in Bos- 
ton, and his colleagues have proved that 
what your mama told you all along is true: 
breakfast is good for you. 
Dr Murphy and his colleagues looked at 
a programme of free breakfasts in three in- 
ner-city state schools—one in Philadelphia 
and two in Baltimore. At these schools, 80% 
of children are so poor that they are eligible 
for a free school breakfast anyway; vet be- 
fore the start of Dr Murphy's programme, 
only 15% were eating one. Dr Murphy says 
that this is because there is a stigma at- 
tached to showing that you are so destitute 
that you have to eat free. Also, because 
breakfasts are provided before school 
starts, they may be over by the time the 
school bus arrives, making it impossible for 
many pupils to benefit. Unlike free school 
lunches, which have a higher consumption 
rate, breakfast is not part of the normal 
school day. 


Breakfast in America? 


The programme Dr Murphy was study- 
ing provided breakfast free of charge for ev- 
eryone regardless of their means, and 
changed the timing so that the meal was 
eaten after roll-call. Within four months of 
these innovations, participation had al- 
most doubled, to 27%. 

More significant, however, were the 
benefits of eating breakfast. Before the pro- 
gramme started, the researchers inter- 
viewed a sample of more than 100 school- 
children (the average age was just over ten) 
from the three schools, and also their par- 
ents and their teachers, to assess each 
child's sense of well-being, anxiety and de- 
pression. They also collected data on school 
attendance, tardiness, academic grades 
and breakfast consumption. Four months 
later, they did it all again (although this 
time they interviewed only a subset of those 
previously questioned). 

The researchers found that kids who 
started eating significantly more breakfast 
(defined as an increase of at least 2096 over 
their previous consumption) were doing 
better at school, particularly in mathemat- 
ics. This result confirms earlier studies on 
the benefits of breakfasting on academic 
performance. But Dr Murphy and his col- 
leagues also found that those children who 
started eating more breakfast were signifi- 
cantly less likely to feel anxious or de- 
pressed, or to be described by their teachers 
as hyperactive or disruptive, than those 
who continued not to eat breakfast. Both 
regular and new members of the breakfast 
club were also less likely to play truant or be 
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late for school. On the strength of these re- 
sults, 20 schools in Maryland are now in- 
troducing free breakfasts for all. 

Of course, without depriving some chil- 
dren of the breakfasts they were already eat- 
ing—an ethically dubious experiment—it is 
hard to separate cause and effect. It may be 
that children who are not late are more 
likely to eat breakfast anyway; skipping 
school presumably translates into skipping 
breakfast too. This, more than eating break- 
fast per se, could account for the improve- 
ments in grades. 

But it may not matter whether eating 
breakfast improves mood and perfor- 
mance directly through its nutritional ef- 
fect—or indirectly, simply by getting more 
pupils to arrive at school on time. Breakfast 
is no panacea, but it may be a cost-effective 
way to help the children who most need 
help. In America's inner cities, between 
one-third and two-thirds of children go 
hungry at least some of the time. Besides 
this, they frequently have to cope with diffi- 
cult family circumstances and other severe 
problems. Learning is low on their list of 
priorities. Yet learning is perhaps their only 
real ticket to a better life. 

If by eating breakfast children do better, 
feel happier and find it easier to learn, then 
increasing the take-up of school breakfasts 
by making them free for all is surely a good 
idea. Bring on the buttered toast. 





Stochastic resonance 


Feel the noise 


S PEOPLE age, their senses wane—and 
even the young sometimes need assis- 
tance with their perceptions. For those 
whose eyesight or hearing needs a boost, 
tried and tested remedies in the form of 
spectacles and hearing aids have been 
around for years. Until now, however, 
those who have lost their sense of touch 
have just had to live with the problem, try- 
ing instead to become more aware of their 
surroundings using the senses that remain. 
James Collins, a biomedical engineer at 
Boston University, and his colleagues now 
hope to change this. In a paper just pub- 
lished in Chaos, they describe a way to 
boost the sense of touch, thus paving the 
way for those whose tactile abilities have 
been damaged by strokes, diabetes or mere 
decrepitude to feel their way around the 
world again. Their method—electrically 
stimulating a patient's skin—relies on one 
ofthe most paradoxical observations in sci- 
ence: that adding noise to a signal can 
sometimes make it easier to detect. 

This phenomenon is called stochastic 
resonance. It has been applied successfully 
by physicists for over a decade, but Dr Col- 
lins's idea would be its first application to a 
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Gossamer ring ' 








Though they are less flamboyant than Saturn’s, Jupiter, too, has rings. Like Sat- 
urn’s, their origin has been mysterious, but that mystery may now have been 
solved. Newly released observations made by Galileo, an American spacecraft 
that is currently orbiting Jupiter, suggest that they are composed of dust blasted 
from the surfaces of the small, inner Jovian moons by meteoritic impacts. The 
outer, “gossamer” ring is fed by Amalthea (247km, or 154 miles, across) and 
Thebe (116km). The bright main ring stems from Metis (60km) and Adrastea (a 
mere 8km). According to Joe Burns of Cornell University, who is one of the pro- 
ject’s leaders, Adrastea is just big enough to withstand meteorite impacts, while 
being so small that lots of dust escapes its gravity. That helps to explain why the 
inner ring is the brighter one. It also explains why the earth is ringless. At nearly 
3,500km in diameter, its moon is big enough to hang on to almost all its dust. 


Amalthea 
Thebe 


medical condition. 

To understand how it works, imagine a 
glass marble being rocked evenly back and 
forth in one of the wells of an egg-box. This 
gentle oscillation represents a signal that is 
too weak to detect. Jiggle the box at the right 
moment, however, and the marble will 
jump to an adjacent well. 

By observing how much jiggling is 
needed to give the marble enough of a 
boost to make it hop safely to the next well, 
and when the jiggle happens, something 
about the size ofthe original oscillation can 
be calculated. If the jiggling is repeated, and 
further hops are observed, more can be de- 
duced (though too much jiggling will 
swamp the underlying signal, causing the 
hops to occur at random). 

In the early 1990s, experiments by 
Frank Moss, of the University of Missouri, 
suggested that stochastic resonance is an 
important part of the way that crayfish de- 
tect weak vibrations in the water. It was this 
work that led Dr Collins to wonder if the 
process could be used to enhance the hu- 
man sense of touch. 

His apparatus, known as an indenter, 
looks a bit like the arm of an old-fashioned 
gramophone (although it uses a blunter 
needle). During an experiment, the indent- 
er's needle rests continuously on a subjects 
fingertip and, at random intervals, a light 
pressure (the equivalent of an insect walk- 
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ing over the fingertip) is applied. 

Usually, this pressure is undetectable. If, 
however, a tiny (around 2 milliamp), noisy 
electrical current is passed continuously 
through the needle, such minute increases 
in pressure can be felt. Nerve cells, which 
communicate electrically, are jiggled by the 
current, and this jiggling is enough to make 
the appropriate cells sensitive to the extra 
mechanical stimulation. 

Turning this result into a useful tech- 
nology will take some time. First, Dr Collins 
must show that the effect works on those 
whose sense of touch is impaired (early vol- 
unteers were all young and healthy). His 
preliminary trials on old people suggest 
that it does. 

Then there is the question of how to de- 
liver the current on a workaday basis. For 
hands, special electrically conductive 
gloves are a possibility—but they would 
have to be put on for the occasion. Socks, 
however, are worn routinely by most peo- 
ple; and loss of feeling can be almost as 
damaging in the foot as in the hand. 

It is a particular problem for diabetics, 
who do not notice their shoes rubbing, and 
can develop dangerous ulcers on their feet 
as a result. Electrically conducting, touch- 
enhancing socks might be the answer. 
Sadly the current would be too weak to 
keep your toes warm. 
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Shakespeare it isn't 


NEW YORK 


The Clinton scandal is getting the books it deserves 


i] leo triple pillar of the world trans- 
formed into a strumpet's fool." Any- 
one who has the urge to wash after wading 
through the Starr report may long for the 
scornful brevity of that Roman officer de- 
riding his lovesick boss at the beginning of 
“Antony and Cleopatra". But Mark Antony 
got Shakespeare; the Clinton tragi-com- 
edy—or is it tragi-farce?—gets Jerome Levin, 
Php, who writes like this: 
Clinton was, insecurely yet strongly, in the driv- 
ers seat again... Would new found arrogance, 
overconfidence and overweening pride (cover- 
ing his abysmally low self-esteem) lead him into 
reckless actions because he believed that he was 
invulnerable? Here is yet a [further] factor, feed- 
ing yet another stream into the river that would 
sweep him into Monica Lewinsky's arms. 


That is from “The Clinton Syndrome: The 
President and the Self-Destructive Nature 
of Sexual Addiction”. And other Clinton- 
gate books do not get much better. None of 
the main actors has yet uttered in print, nor 
are the Clintons likely to soon. Monica 
Lewinsky, it is rumoured in Manhattan, 
has turned down the offer of a $2m ad- 
vance—a dubiously high figure considering 
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that few readers, surely, can want more of 
her depressing chronicle than they have al- 
ready had in all its cringe-making detail 
from the Starr report. 

The Clintongate books that have come 
out split roughly into five categories: 
e Moral outrage. On television, William 
Bennett, who was George Bush’s drug tsar 
and wrote “The Book of Virtues”, can seem 
a humbug. Yet “The Death of Outrage” is 
mostly well written, admirably brief and 
surprisingly restrained. Its central point is 
that presiding over a healthy economy is 
not enough: the American people should 
demand a certain standard of behaviour 
from their politicians, not just because that 
is good in itself but because sleazy leader- 
ship leads to sleazy countries. (Or is it, read- 
ers may ask, the other way round?) Less con- 
vincingly, he dismisses what he calls 
“European” notions that some parts of a 
politician’s life should remain private. Re- 
spect for privacy is a civic virtue, and many 
Americans choose to rise above Mr Clin- 
ton’s sexual behaviour, not because they 
necessarily approve or disapprove, but be- 
cause they feel it is none of their business 


unless it visibly affects his work. 
* Political outrage. Anybody who feels that 
Mr Bennett is too high-church will warm to 
the fiery Ann Coulter, a legal pundit and 
conservative. “High Crimes and Mis- 
demeanours" reads like the closing argu- 
ment of a long trial by a prosecutor who 
plainly hates the guilty bastard at the de- 
fence table (sorry, your honour, the ac- 
cused). Ms Coulter gathers in evid- 
ence—not just about Miss Lewinsky, but 
about everything from Paula Jones to Vince 
Foster’s missing files. The result is patchy. 

She does a good job on Whitewater, the 
Arkansas real-estate scandal which 
prompted the independent counsel’s en- 
quiry in the first place. But why does she 
bring in what she calls *Wampumgate", the 
sorry business of Bruce Babbitt, generally 
considered one of the straightest men in 
Washington, and the Indian casinos? In 
short, Ms Coulter tries too hard. The book's 
tone is strangely reminiscent of Miss 
Lewinsky in her complaints to Linda Tripp 
(the friend who caught her on tape) about 
the White House “creep”: evidently, there is 
nothing that Mr Clinton can do right. 
e Old sleaze. “Arkansas Mischief”, the final 
testament of the recently departed Jim 
McDougal, concerns even older his- 
tory—and is a pleasant surprise. Although 
he died poor and eccentric, McDougal 
makes a good case that, before his convic- 
tion in the Whitewater affair, he was oncea 
pretty good businessman, politician and 
friend to Bill Clinton. His love for Arkansas 
is genuine and there are folksy touches: 
“Since I spent most of this decade dealing 
with lawyers and journalists, I like to say 
I've improved my associations by joining 
the criminal class.” 

The Whitewater sections make that 
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knotted story seem more intelligible—and 
more human. The descriptions of the 
McDougals flying over the property in a he- 
licopter and then selling it to the Clintons 
over a glass of iced tea are Grishamesque: 
Mr Clinton "simply smiled and said ‘okay’ 
as though agreeing to buy a potted plant.” 
Whitewater, maintains McDougal, was lit- 
tle more than a land deal that went bad. It 
was more embarrassing than illegal, but 
both Clintons hid the truth—and that was 
where their problems began. 

e Washington Babylon. “Presidential Sex” 
(1995), reissued with added Monica, is a 
book jokey politicians might keep in the 
toilet. It is hard, indeed boring, to read at 
one go, and Wesley Hagood's tone is con- 
fused: he applauds stud behaviour but can 
sound also like an apprentice inquisitor. 
Charts list assignations and bastard chil- 
dren. If you are keeping score, John Ken- 
nedy wins pants down—his chart takes two 
pages. Lyndon Johnson is credited with this 
winning line to a half-awake secretary in 
bed at his ranch: “Move over, this is your 
president." 

* Shrink speak. It is tempting to treat poor 
Mr Levin's book on sex addiction as a 
spoof. Finding that Ms Lewinsky looks like 
the president's mother, he draws all sorts of 
psychological conclusions from this and 
other conjectures. He may be only the first 
of many. In part of a new book, "What Do 
Women Want" (HarperCollins; $25), Erica 
Jong wanders more sympathetically into 
Mr Clinton's psyche. (Years ago, she coined 
the phrase "zipless fuck" for inconsequen- 
tial sex, hardly the issue here) Camille 
Paglia and others cannot be far behind. 


Two hunches 


Before long, someone is going to offer a de- 
finitive account of this extraordinary epi- 
sode. From the evidence so far, two 
hunches arise about the kind of writer that 
might be. The first is that, if there is to be a 
new "All the President's Men", it will come 
not from political reporters at the Washing- 
ton Post or the New York Times, but from 
the tabloids or the Internet. At its core, 
Monicagate is closer to Britain's Diana- 
mania than to Watergate. 

The second is that a character of such 
extremes as Mr Clinton can be fully cap- 
tured only in imaginative fiction. The most 
readable book about the Clintons so far is 
"Primary Colours", a thinly disguised but 
fictional account of the 1992 New Hamp- 
shire campaign. Now "Lucky Bastard", an 
entertaining new comedy-thriller, features 
a distinctly Clintonesque politician who 
believes that he is Jack Kennedyss illegiti- 
mate son. The author, Charles McCarry, 
writes pertinently in an afterword: "[I]n our 
time, history became fiction and fiction 
history. It is no simple matter to reclaim the 
one from the other.” 
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This year’s festival offered a film feast—and a glaring mistake 


66 SPIRITUAL oasis in an increas- 

ingly arid film world." This was 
Warren Beatty's description of the Venice 
festival, in a fax from New York, when on 
September 13th it gave him a career Golden 
Lion. Of the world's 300 or more movie fes- 
tivals—far too many for the films on offer— 
Venice is the oldest and probably still the 
best. This year, aping Cannes and Berlin, it 
opened a film-and-script fair, which had 
800 visitors. But already, like its French and 
German counterparts, Venice is not one fes- 
tival but two: a showcase for Hollywood's 
better products and a springboard for aspi- 
rants from the rest of the world. 

Mr Beatty had a film in competition, 
"Bulworth" which won a ten-minute ova- 
tion for its hard-eyed take on American 
politics. The hero, played by the 61-year-old 
actor-director himself, is a senator under 
challenge in the 1996 California primary 
election, rapidly losing his edge, his sleep 
and his mind. Babbling addled campaign 
slogans, he insures his life for his daughter, 
hires a hit man to kill him, and blissfully 
blows the gaff on his party's graft and 
sleaze. But then he falls in love—and wants 
to halt the hit. Shades ofa rap Frank Capra. 

A second American, Sean Penn, won 
the male actor award for his pencil- 
moustached cocaine-sniffer in Anthony 
Drazan's "Hurlyburly", based on David 
Rabe's acidulous play about middle-aged 
Malibu men between marriages. Kevin 
Spacey and Chazz Palminteri are Mr Penn's 
partners in a panicky male-chauvinist 
talkfest—life in a well-lit locker-room with 


Kusturica’s kiss won a Silver Lion 


panoramic Hollywood views. 

Hollywood's main Venice films were 
out of competition: Steven Spielberg's vio- 
lent, masterful but implausible “Saving 
Private Ryan”; Woody Allen's “Celebrity”, 
with Kenneth Branagh brilliantly mimick- 
ing his director; Andrew Davis’s “A Perfect 
Murder”, updating and improving Hitch- 
cocks “Dial M for Murder"; Peter Weir's 
weird-and-wonderful “The Truman 
Show"—not Roosevelt's successor, but Jim 
Carrey as the unwitting star of a TV soap op- 
era in a virtual-reality seaside town encased 
in a plastic bubble; John Frankenheimer's 
"Ronin", a slick, dazzling, and knowingly 
empty thriller with car chases on Nice and 
Paris streets outdoing what his 1966 
"Grand Prix" did on the racetrack. 

Any of these could well have faced 
Ettore Scola's stern-eyed jury; and two oth- 
ers might have out-stared it. One was Bob 
Rafelson's "Poodle Springs", from Ray- 
mond Chandler's last and worst private- 
eye story, unfinished at his death and com- 
pleted by Robert Parker. In this homage to 
Chandler, cunningly scripted by Tom 
Stoppard, James Caan plays a married, 
pared-down Philip Marlowe with Robert 
De Niro's looks and Humphrey Bogart's 
voice. The other American challenge was 
"The Opposite of Sex", a screwball comedy 
in several senses by a neglected Hollywood 
screenwriter, Don Roos. 

Four European films deserved official 
prizes but missed them because they were 
not in competition. The least assuming was 
Leslie Woodhead's documentary “Endur- 
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The festival bounce 


Of the hundreds of film 
festivals that take place 
every year, the larger ones 
generate tourism money 
and premiere big Holly- 
wood films alongside 
smaller European fare. They also win new 
work, "acquisition" deals and, less reli- 
ably, box-office rewards. 

The scale of festivals varies widely. 
Cannes—or is it Venice, or Toronto?—at- 
tracts the most attention. Telluride, a low- 
| key Colorado festival which marked its 
24th year last month, prides itself on be- 
ing a more "authentic" showcase than the 
ever more glitzy Sundance festival in the 
Utah mountains. (Sundance had 25 jour- 
nalists in 1982; this year it issued more 
than 600 press credentials) In reality, 
Rotterdam is more truly "alternative" 
than either. 

The Montreal Film Festival outdoes 
Cannes in scope, with over 200 official 
films from 60 countries. Like London's, 
the New York Film Festival is non-com- 
petitive, often showing films that have al- 
ready debuted at Cannes and Venice, or 














ance", about the Ethiopian Olympic run- 
ner Haile Gebrselassie. The most unex- 
pected was “Orphans”, a blackish comedy 
by Peter Mullan, the Cannes prize-winning 
star of Ken Loach’s “My Name is Joe": this 
won four of the 19 unofficial awards. The 
most unbuckled was Radu Mihaileanu's 
"Train de Vie" from Romania, about the in- 
habitants ofa 1941 Jewish village who stage 
their own Nazi death-camp round-up, with 
fake uniforms and a train, hoping to reach 
Israel: comedy and tragedy meet and partly 
swap roles. And the most unnerving of the 
should-be prize-winners was Goran Paskal- 
jevic’s “Bure Baruta" (The Powder Keg), a 
savage, throat-gripping study of one night 
in the lawlessness of present-day Belgrade. 
This won the sought-after special prize 
from the festival critics. 

Mr Paskaljevic's film failed to reach the 
competition because “it was not ready in 
time." But it had been denied state broad- 
casting cash; and some alleged that it had 
been hindered by the rival claims of Emir 
Kusturica, whose "Black Cat, White Cat", in 
competition, won the second-prize Silver 
Lion. Opinions at Venice split deeply on 
Mr Kusturica's noisy, rumbustious, circus- 
like farce about gypsy grifters. Many festi- 
val-goers hated being flogged into laughter 
by ceaseless jolly music and lavatorial 
jokes; others found it more than pica- 
resque. Mr Kusturica was philosophical: 
"My Berlin Silver Bear was lonely in my 
mother's cupboard in Montenegro; I'll put 
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providing a prestigious opening to Amer- 
ican films, as with Woody Allen's “Celeb- 
rity" this year. 

The box office "bounce" of film festi- 
val accolades varies as well. Some Palme 
d'Or winners at Cannes have made a lot 
of money: "Pulp Fiction" and "The Pi- 
ano", for example. But "The Best Inten- 
tions" from Bille August was a relative 


Film festivals 

1998 

Date 

Years festival has been running — 
nde ec UE 

Press attending — —  — — 
Feature films shown in competition — 
Feature films shown outside competition. 

Festival budget, $m — 
Estimated economic impact (tourism), $m 

Mao ue mes 


1996 winner's American box office to date, $m 4.4 
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flop. And while it was a hit in France, the 
1997 winner of the Cannes Grand Jury 
Prize, "Western", has done poorly on a 
limited American release in the past few 
weeks. Prizes can help ensure purchase by 
a big studio. "Life is Beautiful", the 1997 
Cannes Grand Prize winner, was ac- 
quired by Miramax for American release. 
Sundance's 1998 Grand Prize winner 
"Slam", was bought by Trimark for $2.5m. 
What matters most, of course, is distribu- 
tion afterwards. 


Sundance Cannes Montreal Venice New York 
Jan 15th- May 13th- Aug 27th- 
29 Sah o Sep 


Sept 3rd- 
13th 


AR 2g WAKE AUD 
12,000» 28,895 — 
. 600» 


300 


..4500«* 60,000" 
age M 


3898  —— 2,300* 


— er onin 
Pape one Cols icu | 
134 02 


Sources: National tourist boards: festival offices; A. C. Nielsen ED! Box Office Data; Internet Movie Database 


the Silver Lion there to enlarge the zoo." 

Mr Kusturica was bested for the Golden 
Lion by Gianni Amelio, whose “Cosi 
ridevano" had been tipped early on. Rather 
reminiscent of Luchino Visconti's *Rocco 
and his Brothers", it tells of two brothers 
from Sicily coming north to Turin in 1958, 
and living contrasting, difficult lives for the 
next six years. The elder works hard and 
humbly to put the younger, not always 
willingly, through school. Fortune smiles 
on the elder, or seems to, through the mafia; 
but the younger pays the final price. Slow, 
episodic and neo-realist in style, this film 
was not to everyone's taste: many Italian 
critics found the Sicilian dialect incom- 
prehensible, and the film will be subtitled 
on TV. But although some muttered about 
"political pressure" on the jury, most Ital- 
ians welcomed the honour for Amelio, Ita- 
ly’s first Golden Lion for ten years. 

Every festival must have at least one 
scandalous misjudgment and the Venice 
jury this year was no exception. It was deri- 
sory to give nothing better than the best 
script prize to Eric Rohmer's enchanting 
"Conte d'Automne", a tale of a Cóte du 
Rhóne wine grower in need of a husband, 
almost too late. For the best film in Venice, 
this faint praise was a disgrace. No wonder 
that Felice Laudadio, the current artistic cu- 
rator, says he has had enough, and pro- 
poses that in future the public, not the jury, 
should decide on the awards. 











Grand opera in China 
One country, 
two Turandots 


BEIJING 


HIS past week the world’s glamorous 

types have been flocking to Beijing's 
Forbidden City, paying up to $1,500 each to 
see Puccini’s “Turandot” performed, for the 
first time ever, in its authentic setting. Chi- 
na's Communist leaders also planned to at- 
tend this West-meets-East event, until se- 
vere flooding in southern China made such 
extravagance appear unseemly. Still, those 
who came from afar delighted in their 
brush with Old China. Rather predictably, 
David Tang, whose Shanghai Tang depart- 
ment stores in Hong Kong and New York 
have put the chic back into the “Made in 
China" label, laid out a stall for his wares. 

Few of the opera-goers entering the For- 
bidden City seemed to notice the very 
much poorer hawkers outside selling a 
hotchpotch of goods; nor did they notice 
these people's radios tuned to opera of the 
more traditional, Chinese kind. Yet Wei 
Mingren forone, a mainland producer and 
scriptwriter, has tried to make the point 
that there was nothing very Chinese about 
this headline-grabbing opera, even though 
it was directed by Zhang Yimou, one of per- 
haps only two mainland film makers 
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widely known, and admired, abroad. On 
the other side of town, Mr Wei put on a ri- 
val version of “Turandot”, performed by 
the Zigong Sichuan Opera Company. Mr 
Wei says that he wanted the Turandot story, 
so popular in the West as a stylised and es- 
sentially unreal depiction of China, to ap- 
peal more to Chinese audiences. 

Though he had only taped music at his 
disposal, and a budget very much smaller 
than the $15m spent on the Forbidden City 
production, Mr Wei largely succeeded. The 
language employed was the vernacular, al- 
beit archaic, Chinese of traditional 
Sichuanese opera, while the stage design 
was simple, almost spartan. Monologues, 
absent in Puccini’s opera, attempted to 
make the double personality of the Princess 
Turandot more believable: cruel and cold 
on the outside, human underneath. Mr 
Wei's setting was very much vaguer than 
Mr Zhang's: it could be almost any time, 
and almost any country's capital. 

Perhaps most striking of all, Mr Wei 
changed the accepted ending to Puccini's 
(unfinished) work. Whilst Puccini's Calaf 
relentlessly pursues his Turandot, Mr Wei's 
prince at one point gives up his pursuit of 
Turandot in search of real beauty. It is only 
when Turandot's character merges with 
that of Liu, Calaf's devoted slave-girl who 
has killed herself, that she gives up every- 
thing to follow her prince. That blending, if 
you are still following, is a typical device in 
Chinese opera, and it seems not to bother 
the Communist authorities: do not thesis 
and antithesis lead to synthesis? 

Mr Wer's point is one of cultural au- 
tarky: nobody outside China is in a posi- 
tion to interpret, let alone understand, Chi- 
nese culture. Puccini himself might have 
replied that he was not trying to. His is an 
opera of pure invention: indeed, it de- 
mands suspension of disbelief to feel 
moved by the transforming sight of two 


Does spectacle have to be authentic? 


brick shit-houses kissing each other. 

Yet that is why Mr Zhang's care for pe- 
riod detail—many of the costumes of his 
cast of hundreds were meticulously re- 
searched Ming dynasty re-creations— 
struck some mainland opera-goers as lit- 
eral-minded. Indeed, the same may be said 
for the setting, before the Hall of Sacrifices. 
Remember that the Qing dynasty, with all 
its inherited rituals, survived into the first 
decade of this century. Will fantastical op- 
eras in a few years' time be written to be per- 
formed in other "original sites"? Berlin's 
Third Reich buildings, perhaps, Red 
Square or even Mao Zedong's tomb? 

The fault is not MrZhang's. After all, sev- 
eral ofhis finest films have been banned by 
the Chinese authorities. What allows him 
space to work within China's confined cul- 
tural bounds is precisely his international 





He is little known to the 
public even in Japan. But 
as his country's top post- 
war industrial designer, 
Kenji Ekuan was more re- 
sponsible than anyone 
for the spare, neat look of 
the best Japanese pro- 
ducts. Good modern de- 
sign relies on simplicity 
and proven tradition, he 
says in “The Aesthetics of 
the Japanese Lunchbox" 
(MIT; 195 pages; $30), a 
beautiful book tracing the 
design evolution of this 
elegant, functional item 
used alike by 18th-century 
theatre-goers and mod- 
ern commuters. 
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reputation. And that reputation—if “Raise 
the Red Lantern”, his best-known film, is 
anything to go by—rests upon a view of 
China that is all crimsons and golds. Argu- 
ably, this lush, imperial picture of China 
was created first not by Mr Zhang, nor by 
Chen Kaige, his mentor who made “Fare- 
well My Concubine”, but by Bernardo 
Bertolucci and his cameraman, Vittorio 
Storaro, in "The Last Emperor". 

The lesson is clear. China's authorities 
allow the country's finest talents to produce 
essentially western artefacts of China. But 
they constrain attempts to promote more 
indigenous creations. You have only to 
look at the fate of a recent production of 
"The Peony Pavilion". This sensuous 17th- 
century opera, 50 scenes and nearly 20 
hours long, about a girl's passion for a man 
she meets and makes love to in a dream, 
has angered censors for four centuries. Ear- 
lier this summer a Chinese-American, 
Chen Shizheng, pulled together the origi- 
nal text, and put on à full-scale production 
in Shanghai, over several nights, with local 
performers. The city had seen nothing like 
it for years. By the week's end, an extraordi- 
nary intimacy had grown up between audi- 
ence and cast. The opera got a 15-minute 
standing ovation. 

Originally, the opera was to have gone 
on to New York's Lincoln Centre, and 
thence to Paris. But the art-censors at Shang- 
hai’s cultural bureau applied the stoppers. 
The work, they complained, was “porno- 
graphic", "feudal", "superstitious" and—a 
word not heard for years—“counter-revolu- 
tionary”. When Mr Chen refused to bow to 
the cultural bureau by stripping down the 
"Peony Pavilion" to four sanitised scenes 
for tourist consumption, his troupe was 
forbidden to leave China. 














| wrote in his book “Wallace”. He 








| villains were liberals, commu- 


OBITUARY 


George Wallace 


T ONCE seemed alarmingly 

possible that George Wallace 
could become president of the 
United States. Wallace for presi- 
dent, the racist brawler from Al- 
abama? Surely not. But in his 
bid to become the Democratic 
candidate, Mr Wallace ran a 
campaign of some sophistica- 
tion. His speeches remained an- 
gry and gross, but he was sparing 
in his remarks about blacks. In 
any case everyone knew his 
stand on segregation: today, to- 
morrow and for ever. His chosen 


nists, and  "pointy-headed" 
intellectuals. His was the mes- 
sage of America's poor farmers 
and factory workers being 
crushed by big government in 
Washington; of the common 
people against the elites. He was 
for low taxes, against foreign aid, 
hippies and "welfare loafers". 
He was a populist or, less po- 
litely, a demagogue. He was 
probably the best stump speaker 
in America. There was some- 
thing “primordially exciting" 
about him, Marshall Frady 


posed a “great dark original 
threat” with “the potential for 
an American fascism”. 

In the spring of 1972, he was 
climbing in the opinion polls 
and doing extraordinarily well 
in the primaries, the prelimi- 
nary votes to pick a national candidate. It looked as though the 
coming presidential contest would be between George Wallace 
and Richard Nixon, the Republican president who was standing 
again. A triumphant Mr Wallace told reporters, “I'm a viable 
candidate. I didn't even know what that word ‘viable’ meant un- 
til I got to you writers." 

The great dark threat ended on May 15th 1972 when George 
Wallace was shot at a rally in Maryland. He lived but was partly 
paralysed. He refused to give up politics but never regained his 
old swagger. The gunman was assumed to be a loony, but Mr 
Wallace believed that an opponent, perhaps Nixon, who feared 
his influence among poor whites, had plotted to kill him. In an 
age of widely-believed conspiracy theories, raising doubts about 
the killings of John and Robert Kennedy and Martin Luther 
King, the one woven around Mr Wallace seemed no less 
plausible. 


The about-turn 


George Wallace was crippled but his ideas had legs. He had 
shown that a disregarded politician from a poor state could 
challenge the easterners' assumption that they were born to rule. 
In 1976, after his own campaign faltered, he endorsed Jimmy 
Carter, a peanut farmer from Georgia, who was elected president 





George Corley Wallace, American populist, 
died on September 13th, aged 79 


after a campaign that wooed the 
“little man", and presumably 
the little woman. This week, Mr 
Carter, repaying an old debt, de- 
scribed Mr Wallace as “one of 
the most dedicated and effective 
southern leaders in bringing 
about reconciliation among our 
people". That may take some 
swallowing, but Mr Wallace did 
do an astonishing about-turn on 
race. He had never attacked the 
black people, he said, and he 
was sorry that his remarks on 
segregation had been misinter- 
preted. He should have clarified 
his position more, he said. Re- 
pentance is always welcome 
from a politician, as Bill Clinton 
is finding, and when in 1982 Mr 
Wallace was elected governor of 
Alabama for a fourth time his 
supporters included many for- 
giving blacks, and he included 
blacks in his administration. 

Did Mr Wallace believe 
deeply in anything except 
power? John Frankenheimer, 
who made a film about him, 
said he was a Faust, a tragic fig- 
ure who sold his soul. If so, the 
devil did not quite deliver. 
George Wallace had been in the 
web of politics since the age of 15 
when he got a job as a pageboy 
in the Alabama state legislature. 
He seemed to have unusual en- 
ergy, worked off as a youth in the 
boxing ring. Now it was de- 
ployed to getting a law degree, studying at night and driving a 
lorry by day. While the second world war was on he served in the 
air force (in bombing missions over Japan). At 28 he was elected 
to the state legislature. At 39, backed by the Ku Klux Klan, he had 
his first try for governor, just failed, and four years later was suc- 
cessful. One of his heroes was Huey Long (1893-1935), governor 
and would-be dictator of Louisiana. Like Mr Wallace, he aimed 
to be president, and in the American way with ambitious politi- 
cians was shot dead in mid-career. Huey Long gained national 
support for a campaign based on the meaningless but compel- 
ling slogan “Every man a king". Mr Wallace's battle cry was, 
“Send them a message". Ronald Reagan's message was to prom- 
ise wealth, health and happiness during *morning in America". 

Mr Wallace claimed to have invented Reaganism, with its 
simple music for the masses, and there is some truth in this. By 
the time Mr Reagan was campaigning for president in 1980, the 
Republican Party had taken over many of Mr Wallace's populist 
themes: distrust of Washington, of bureaucrats, of intellectuals. 
In that election Mr Wallace had the bitter pleasure of watching 
from his wheelchair the two main candidates, Jimmy Carter and 
Ronald Reagan, claiming ownership of his ideas; but, unlike 
their creator, presumably impervious to politics darker 
temptations. 
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INTERNATIONAL EXECUTIVE PROGRAMME 


Fontainebleau -Sin gapore 


2 





ss As the role In designing this 6 week Programme, 
of the general Professor Gordon Redding and his team of 
manager becomes Faculty have leveraged this “2-campus experience": 


even more intensive e to allow executives who have so far specialised mainly 
and demanding, : 
the International 
Executive Programme is specially geared to help 
seasoned functional executives step up and make the 


in one field to understand the fundamentals of other 


fields such as finance, marketing, IT, operations... 


e to proi ide experience in tackling complex decisions 


Ta ` * » , » " 5 » i p ‘be 
transition to more senior management levels. which integrate across the fields; 


eto handle new ideas in strategic management; 


e to study the influenc ¢ of economic and political 


MODULE | : 3 weeks in environment on business worldwide and to see on the 
"PP Pinkie Fontainebleau 


ground the dynamic challenges and opportunities of Asia; 


. to help participants develop a global perspective 
and to observe globalisation in practice. 

3 Project work 

^ Internet link During this International Executive Programme, 
| rem you will have the opportunity to discover ways ol 


BETWEEN MODULES 


doing business worldwide, share ideas with participants 








Company Name & Address 


ML E | 3 weeks in of at least 15 different nationalities, use a rich variety € 
Py T July 1999 Singapore of cases, lectures, discussions with external speakers, - 
i management simulations and project work 
between the two modules. 

EM maina E E e E O SS EE E A E ET SRR S S O RRS L ON OEE E NS a 
For an application form and programme brochure call Janet Burdillat on 33 (0)1 60 72 42 90,or fax 33 (0)1 60 74 55 13 | 
E-mail execed@insead.fr http://www.insead.fr | 
| C | would like to reserve a place [ ] Please send me brochure [11998 INSEAD Executive Education CD-Rom | 
| 
| Name Mr/Mrs/Dr/Other | 
First Name Job Title | 
| | 


Country Post/code 


IEPFSSSECO 


—————————— 9 


f Tel Fax 


Please tick the brochure you would like to receive and fax or mail this coupon to Janet Burdillat, 
|! INSEAD, Boulevard de Constance, 77305 Fontainebleau Cedex, France, Tel 33 (0)1 60 72 42 90, Fax 33 (0)1 60 74 55 13, E-mail execed@insead.fr 
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Upgrading your professional value 


in a competitive global economy: 


Petroleum 


Academic 
Excellence 


Professional 
Relevance 


Á3I[Od = MeT IEETTN 


Graduate studies © 
Natural Resources, 


Energy QD h- 
Environment 


transactions 


Law, Policy, Economics & Management 


The Centre for Energy, Petroleum and Mineral Law and Policy - 
CEPMLP/Dundee is the leading graduate school in its field: 
An internationally recognised centre of excellence that maintains 
close links with industry and governments through executive 
training and consultancies, offering professionally relevant 
programmes leading to the qualifications of: 


Diploma * MBA * LLM * MSc * PhD 
For further information please contact 
Kathleen Shortt, Graduate Admissions (E9) 
Centre for Energy, Petroleum and Mineral Law and Policy 
yade] University of Dundee 
oS Dundee, DD1 4HN, Scotland, UK. 
Tel : +44 (1382) 344300 * Fax : +44 (1382) 322578 
e-mail : cpmip@dundee.ac.uk 
http: //www.dundee.ac.uk/petroleumlaw/ 


associared internet site: http: www gasandoll com/goc/platformicepmip/vwelcome htm 


A limited number of financial aid packages of up to £5000 available 
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Prepared for the global 
business game? 


The game takes skill. Fordham's Transnational MBA (TMBA) prepares 
you for career success in any global business environment. Get a 
high-quality degree in two years without leaving your job. At Fordham 
we will help vou run around your competition. To learn more, call 
(212) 636-6167. Class size is limited. 


Va FORDHAM 


GRADUATE SCHOOL OF BUSINESS 


hitp://www.bnet.fordham.edu — tmba@embanet.com 


THESEUS Institute and its sponsor TELECOM- 
MUNICATIONS Magazine have decided to 
repeat their highly successful full-tuition 
scholarship competition for the 1999/2000 
MBA Program. 


THESEUS 


Theseus Institute offers an international, 
multi-perspective, one-year MBA program 
for professionals with a significant work 
experience and a desire for integrative 
business education. The program empha- 
sizes innovation, strategy, information 
and technology. 


Rather than just another business school, 
THESEUS is a center of reflection and action. 


Heu TECH 
L2 
IGH TOUCH 


The Institute is located in Sophia Antipolis, 
Europe's “Silicon Valley" housing over 1000 
companies start-ups and research centers. 


Teel. Eis 


INTERNATIONAL MANAGEMENT INSTITUTI 


BP 169 - 06903 Sophia Antipolis - France 
Te: + 33 (0) 4 92 94 51 00 
Fax: + 33 (0) 4 93 65 38 37 
e-mail: admissions @ theseus.fr 
http://www.theseus.fr 
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Senior 
Executive 
Finance 
Programme 


Is a finance programme with a difference. Building on proven elements in the Oxford Advanced 
Management Programme, it has been specifically designed to take senior executives, general 
managers and fast-track talent from a standing start to a strong and broadranging competence in 
modern financial management and strategy. 


T 
E 
e S 


e» 
BUSINESS AT OXFORD 


^-— 9 


I - 6 November 1998; 25 - 30 April 1999 


Return to Maureen Campbell, Templeton College, Oxford, OX1 SNY. UK 
Please send details of the Oxford Senior Executive Finance Programme 


Name: E AO LS ons E 

















Templeton 
Tel: Faxi : Email: BUSINESS 
Oxford Tel: +44 (0)1865 422733 Fax: +44 (0)1865 422501 SCHOOL 


Email: maureen.campbell@ templeton.oxford.ac.uk 











Internet: http://www.templeton.ox.ac.uk 
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Upgrading your professional value 
in a competitive global economy: 


Petroleum 


Academic 
Excellence 


Graduate studies © 
Natural Resources, 


Energy @) ne 
Environment | 


Professional 
Relevance 





ernational 


‘Business 
transactions 


Law, Policy, Economics & Management 


The Centre for Energy, Petroleum and Mineral Law and Policy - 
CEPMLP/Dundee is the leading graduate school in its field: 
An internationally recognised centre of excellence that maintains 
close links with industry and governments through executive 
training and consultancies, offering professionally relevant 
programmes leading to the qualifications of: 
Diploma * MBA * LLM * MSc * PhD 
For further information please contact : 
Kathleen Shortt, Graduate Admissions (E9) 

Centre for Energy, Petroleum and Mineral Law and Policy 
University of Dundee 
Dundee, DD1 4HN, Scotland, UK. 
/^ Tel: +44 (1382) 344300 + Fax ; +44 (1382) 322578 
e-mail : cpmip@dundee.ac.uk 
http: //www.dundee.ac.uk/petroleumlaw/ 





associated internet site: http: www gasandod com/goc/platform/cepmip/«welconme hen 


A limited number of financial aid packages of up to £5000 available 
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Prepared for the global 
business game? 


The game takes skill. Fordham's Transnational MBA (TMBA) prepares 
you for career success in any global business environment. Get a 





high-quality degree in two vears without leaving vour job. At Fordham 
we will help vou run around vour competition. To learn more, call 


(212) 636-6167. Class size is limited. 


Va FORDHAM 


GRADUATE SCHOOL OF BUSINESS 


hitp://www.bnet.fordham.edu — tmba@embanet.com 


THESEUS Institute and its sponsor TELECOM- 
MUNICATIONS Magazine have decided to 
repeat their highly successful full-tuition 
scholarship competition for the 1999/2000 


MBA Program. 


Theseus Institute offers an international, 
multi-perspective, one-year MBA program 
for professionals with a significant work 
experience and a desire for integrative 
business education. The program empha- 
sizes innovation, strategy, information 
and technology. 


Rather than just another business school, 
THESEUS is a center of reflection and action. 


The Institute is located in Sophia Antipolis, 
Europe's “Silicon Valley" housing over 1000 
companies start-ups and research centers. 


TH-SEUS 


INTER TONAL M MENT INSTI 


BP 169 - 06903 Sophia Antipolis - France 
Tel: + 33 (0) 4 92 94 51 00 
Fac + 33 (0) 4 93 65 38 37 
e-mail: admissions @ theseus.fr 
http://www.theseus.fr 





THE ECONOMIST SEPTEMBER 19TH 199? 


JOURSES 








MC9 ADVERTISING - Illustration : © courtesy of Groupe Bel 





The most inspiring 
international careers develop 
within the Agri-Food industry 


We hate 
to admit it, but 
The Laughing Cow 


did not graduate 


from ESSEC 
with an MBA 
in International 
Agri-Food Management 


ESSEC's research expertise in Agri-Food Management and long- 
standing partnerships with major multi-national food and retail 
companies, have led us to design this unique MBA program. 
ESSEC’s MBA will provide you with the complex international 
background and managerial training you need to accomplish 
such success stories as that of the 75 year old 
"La Vache Qui Rit"/ The Laughing Cow. 


A few important facts about ESSEC's MBA: 

e Program endorsed by over 50 major international food brands 
è One year full-time executive degree 

è Paris-based courses taught in English 

* Personal corporate mentor program for each student 


GROUPE ESSEC is the first European school of management 
accredited by AACSB - The International Association for 
Management Education. 

For further information, please contact Monique Merizio: 

Tel.: 33 1 34 43 30 95 - Fax: 33 1 34 43 32 60 

E-mail: imia@edu.essec.fr 


Visit our web site: www.essec.fr 
or meet with us at any of the following MBA forums: 


Hong Kong Conrad International Hong Kong Hotel Sep. 20/98 
Tokyo Keio Plaza Inter-Continental Hotel Sep. 23/98 
Shangai Shangai Hilton Sep. 25/98 
New York New York Marriot, World Trade Center Oct. 2-3/98 


ESSEC 


MBA 


INTERNATIONAI 
AGRI-FOOD 
MANAGEMENI 





GROUPE ESSEC, 

private School of Management, 

affiliated to Versailles Val d'Oise - Yvelines 
Chamber of Commerce and Industry. 


Tomorrow, you will show the way 
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FINANCIAL SEMINAR 
FOR SENIOR MANAGERS 


Improve your knowledge 
of financial principles 


You might have reached the stage in your career where 
you need a more detailed knowledge of finance. If so, this 
intensive five-day programme is for you. 

If you are a senior manager in a technical, administrative 
or marketing function you probably do not have a financial 
background. However, you may now find that you need to 
make decisions based on an understanding of detailed 
financial data. 

Through London Business School's philosophy of 
'Excellence Through Learning', our world-renowned finance 
faculty is committed to equipping you with a sound 
knowledge of financial principles which you can put into 
immediate and practical use. 

Our Financial Seminar for Senior Managers enables you 
to: decode published financial statements; complete financial 
analyses; carry out project appraisals and valuations; 
understand the relationship between financial and other 
markets, set financial objectives and use financial analysis to 
project future company profit and cash flow. In other words, 
vou will acquire a thorough understanding of accounting and 
corporate finance. 

These days, a senior management position usually means 
financial responsibility. After this programme, vou will be 


ready to take it on. 


For full details including programme dates, return the coupon or contact 
Praful Patel, Executive Education, London Business School, Sussex Place, z 
Regent's Park, London NW1 4SA, UK. Telephone: *44 (0)171 706 6836 
Fax: +44 (0)171 724 6051. e-mail: execinfo@ibs.ac.uk 


Mr/Ms First Name 





Family Name 


Job Title 





Company 
Address . — 

















Postcode 





Country ^ 





e-mail 


Please tick this box if you would like further 

information about our Executive Education 

Programme Portfolio. LJ 

London Business School exists to advance learning and research in business and management 
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Graduate Studies 
in Japan 


The International University of Japan (IUJ) is a graduate 
institute with approximately 240 students from over 40 
different countries— 70% from outside Japan. All courses 
are taught entirely in English and are accredited by the 
Japanese Ministry of Education. IUJ's academic focus is 
on Japan and the Pacific Rim and we have strong ties to 
the Japanese industrial and business communities. IUJ 
also has exchange, programs with 31 institutions 
worldwide that enhance our excellent international 
faculty and student body. IUJ is located in the Niigata 
Prefecture, a 100-minute bullet train ride from Tokyo. 


The Graduate School of 
International Relations 


Master degree programs: 
International Relations Progfdimi(IRP): 
Provides a theoretical foundation and 


critical understanding of global and 
regional themes of international politics 
Asia Pacific International Relations 
Program (APP): Examines emerging Á 
political, economic and social trends in / A $ 
the Asia Pacific region in the context of Ay ; 
globalization 
international Development Program \ 

" (IDP); Provides a practical \ 
understanding of the concepts and X 


quantitative methods relevant, to an "wr " 


examination of developme nt issues 
he-Graduate School of 
__ /international Management 
MBA Program t. M 
® Ranked as one of the top 5 Asia-Pacific 
‘MBA schools by Asia, Inc. 
€ Local Business Community Involvement 
Program. 
€ Legal issues in business involving the 
U. S., Japan and other Asian countries. 
v € Joint Research Projects and Joint 
NES L^ ww Software Research Development. 
| ® Recent economic trends in China. 


Jte 





€ Prominent guest lecturers from leading 
Japanese and foreign companies. 


[s] Po A e 


INTERNATIONAL 
UNIVERSITY OF JAPAN 


r 
^ For more information, please contact: 
g Office of Student Recruitment International University of Japan 
Yamato-machi, Niigata, 949-7277 
Tel: 0257-79-1104 Fax: 0257-79-1188 
E. mail: admis @ iuj. ac. jp Website: http://www.iuj.ac.jp 
di. aa 1 


— 4 
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Amsterdam 


« Institute of Finance 





offers in cooperation with the faculty of 


INSEAD 
Upcoming Courses 1998 / 1999 


Advanced Corporate Finance 
- Financial Innovation 


(Oct. 19-23) 
Advanced Financial Statement Analysis (Oct. 26-28) 


Advanced Valuation Topics 


- Valuing Commercial Banks (Nov. 4-5) 
- Real Options (Nov. 6-7) 
Negotiation Analysis (Nov. 9-10) 
Financial Risk Management (Nov. 23 - 27) 


Asset and Liability Management (Nov. 30- Dec. 4) 


Measuring and Implementing 


Economic Value Added (Feb. 15-17) 
Advanced Corporate Finance 
- Mergers & Acquisitions (March 15-19) 


(March 22 - 26) 
(March 29 - April 2) 


- Financial Restructuring - Going Public 
- Financial Innovation 


To view our detailed brochure, please visit our Web site or contact 
Ms. Katelijn Arnold, Course Manager. 


AIF - Herengracht 205, 1016 BE Amsterdam, The Netherlands 
telephone: *31-20-5200165 - fax: *31-20-5200161 
e-mail: info@aif.ni - internet: www.aif.nl 


Distance learning offers experienced managers 


WARWICK 


an effective study route to the MBA and 


Warwick's top-rated Business School has BUSINESS SCHOOL 





more than |0 years’ experience in supporting 
MBA students through its flexible programme 


^I wanted to take an MBA 


by Distance Learning 


so I talked to Warwick. 


No one else came close.” 





If you would like to know more then call 

the number below quoting reference EC245 

Tel. +44 (0)1203 524100 

Fax. +44 (0)1203 52441 | 

E-mail: dlmbainf(@wbs.warwick.ac.uk 
hetp://www.wbs.warwick.ac.uk/mba 

Warwick Business School, University of Warwick, 


Coventry CV4 7AL, England 
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full-time or 2 year part-time MBA 



















COURSES 
EX 
C 
ni the international MBA at 
the Ecole Nationale des 


Ponts et Chaussées (founded in 1747) 


WE DEVELOP 
BUSINESS LEADERS 
FOR THE NEW 
EUROPE. 


BE ONE OF THEM. 


The MIB is a 13-15 month full-time or 2 year part-time 
MBA programme in English at one of the most 
prestigious Grandes Ecoles in France. The MIB 
culture is international, innovative and entrepreneurial, 
fostering a strong sense of ethics and contribution 
through business. 


Global Vision : parūcipants choose Euro; 
Basin options combining study in Paris with pr 
professional expenence abroad 


International Faculty : drawn from a roster of outst 


professionals and entrepreneurs from around the world 


Multicultural Environment : 60 students represent a 


of 25 nationalities, ENPC is located in the heart of Par 


Entrepreneurial Spirit : students buid thew own 


based on their professional objectives and thi 


eis 


erai iTamevor 


M.LB. Admissions, E.N.P.C. Graduate school of International | E D C 


Business, Ecole Nationale des Ponts et Chaussées, ET 
. 28, rue des Saints-Péres, 75343 Paris Cedex 07, France INTERN ATIONAL 
A Tel : (33 1) 44 58 28 52 m Fax: [33 1) 40 15 93 47 


‘mibadmt@parsenpcie ^ EXECUTIVE MBA PROGRAM 





mib.admit@paris.enpc. fr 


ces IN BUSINESS TO MAKE A BETTER WORLD 


One year, modular program in English; 
18 residency weeks grouped into four blocks 


Knter as Master, 
Kmerge as Doctor 


b Faculty Input from MSM 

E Sci igh Cer Pria 

B Pronding 

ee 
ly 

B. Preparing you, inter disciplinary, for five Doctoral 

Examinations 
Americaa Faculty 


from participating DBA Pro- 
fessors at Boston, and S. Ilinois Universiti 
B. Advising MSM oc American DBA Carneolum 
co ination of Ther Research 
B Guiding MSM Doctoral Candidates on Research 
Obeetries 
B Co-supernsing MSM Doctoral Candidates Dissertation 


Faculty from the best North American and 
European business schools 


Integrated MBA curriculum 


Participants from over 18 countries 


Immediate application of newly acquired skills 
through project work in host companies 


Participant exchange with the 


The Maastricht Schal d Management nr Rotterdam School of Management 
tes candidates to join its new doctorate in 
business administratio (DBA) programme, 
either on a full- or part-time basis. Tuition 
for tbe 3-4 years’ programme is US$25.000. 
Applications for 1999 are accepted now. Scholarships and 
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The DBA degree was launched in the United States (India- 
na U., 1947 and Harvard U., 1953) and has been crowned 
historically as the prestigious Amencan doctorate in busi- 
ness administration To belp you make the transition to 
become a global business leader, and Amencan 
research faculty have joined forces under MSM's auspices 
in order to offer this programme in Maastricht. 


If interested please write ta 
iale Dean DBA Programme 
Maastricht School of Management (MSM) 


pap I5) 

PO. Bos 1203, 6201 BE Maastricht, The Netherlands 
Ti: +31 43 3618918, Fox +3] 43 3618830 

e-mail: devos@msm.a! 


MSM 


Maastricht School of Management 
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favorable loan facilities available to eligible candidates. 


International Executive Development Center 
| 


MBA OFFICE 

Brdo pri Kranju, Slovenija 

Tel: +386 64 221 761, Fax: +386 64 222 070 
E-mail: emba@iedc-brdo.si 
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YOU’ RE IN A SELLER’ S ; 
: MARKET 


$ From this exceptional academic environment comes an 
exceptional business qualification: the Bath MBA. 

& The University of Bath School of Management is one of only 
$ five British MBA Schools to receive top Funding Council 
t ratings for both teaching and research. So you can be sure of 
excellent teaching and academic support. 


UN 
SES 





Edition XIl's The Directory of MBAs is the adie domestic 
and international guide to MBA courses. Available both 
on-line and in all good bookstores (ISBN 1 86149 020 8). 


eS 
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UNIVERSITY DEGR 
For Life, Academic & Work Experience - qu 

Degrees for people who want to be more effective d 
and secure in their jobs or professions. = 


Earn your BACHELOR'S, MASTER'S or DOCTORATE degree by $ 
Match your utilizing your life and work experience, College equivalent credits are 1 


e 


SWR 


PUL IL Sem OT OER CON Tem ACAD RE SET 
CRESS S DEAE IDEE TQ 
Esta NOE ea EUM 






bai sect Ba ata 
Ree 







e Our rigorous entry standards are designed not to promote cand wer aoon ermanii 
E Papen sein 4 eS wi, " - : iven for your: ary, cómpar ng, indus 

& elitism but to enable a more personalised, interactive style of position with a | Courses, seminars and business experience.” 

2m legal degree We accept college credits no matter when taken. 










5 tuition to experienced and mature participants from all over 































ae and Our graduates are recognized for their achievements in business and | 
a the world. transcripts industry, We will assist you in completing your degree requirements: 
e at your own pace through home study. 

Ed "As you know Send/fax detailed resume for a NO COST evaluation. 

Ü ied E e Pacific Western University 

x ; SI FESSES 1210 Auahi Street, Dept 137, Honolulu, HI 96814-4922 

:: & EP teacher... But 1-(808) 597-1909 

EC E: degrees ap en CALL: (800) 423-3244 ext, 137 UK: 0860-960-413 

S x doors.’ Fax: (310) 471-6456 E-Mail: admissions@pwu.com 
ie | http://www. pwu-hi.edu 

p E l — 

we Eo 

€ All 3 variants of the Bath MBA, FULL-TIME, EXECUTIVE 


x VHS 





and MODULAR, are accredited by The Association of MBAs. 

$5 For full details, contact us quoting Ref. ECI/99. 

| Tel: +44(0)1225 826152(E/T) 82621 (EXEC) 32387 (MOD) 

© Fax: +44(0)1225 826210 

Email: mba-info@management.bath.ac.uk 

& —http//www.bath.ac. iiL odora aaa 

5$ School of Management, Wim UNIVERSITY OF 


Dept. E101, E 5 D, \TH 


University of Bath, 
Bath BA2 7AY, UK. SCHOOL OF MANAGEMENT 





International Business, International Hotel & Tourism, 
International Relations & Diplomacy, Information 
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Technology, Public Sector Management, Business 
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Communication, Pre- Medicine & Psychology. 


2: 
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Courses commence January, May & September 


Marsi At th da 


ue 
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Claverton Down, 


SCHILLER INTERNATIONAL UNIVERSITY 





Dept (EC5/9), 51-55 Waterloo Rd., London SE1 8TX 





MM eS tA IUS Ee rA 
ED UT NERA 


Advancing Learning. ane now cus | in idan isle 







TE RARER AMES EALES Dox 
AU S IM DEAE 
















> 1: +44 1 c +44 171 620 12 
pone E : 7 disponen E http://www.schiller.edu/ 










FRE NC rm 


in FRANCE, in BELGIUM 


DUTCH 
in BELGIUM 


| | 66 HOURS PER WEEK 
_ MOTIVA ED PEOPLE IN THE TARGET LANGUAGE 
a TS from 19 years | Study: 
es + RETIRED PEOPLE OF 55 AND ABOVE up to 45 private and/or group lessons 
` (Special conditions available) and pedagogical activities 
* JUNIORS from 11 to 18 years & 


- FRENCH in BELGIUM e ND | 
Putting into practice with our teachers: 


- ENGLISH in ENGLAND, 
in 1 BEL GIUM at breaks, meals and evening socio- -cultural activities | 






CERAN N LINGUA 
Avenue du Chateau, 280- 
B-4900 SPA (BELGIU M) 


Tel : 4 32- 87-79 1122 1 
Pax: 32. 87-79 11 88 4 




































Since 1975 


jin Uu Languagency — ,. 7 Internet : 
| Tel. : 1 (41 3) S840 334. Up ww ceram. m 











| ion T 1an 3} 584-3046. ho qui 
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NISHI 
Aliseda |: 


1 

EE 115. 28009 Madrid [Spain 115, 28009 Maarid Spain 
RO 1176 | Fax: +34 91 401 06731 
E-mait aliseda @ correo comi 






455 7 = Ph.D. 
EARN A DEGREE 
Send resume for no-cost evaluation or Faxi 
(ii is pag (505) 889-2750 


6300 Uptown Biwi. NE 



















Overlooking the Riviera? $ mosi beautifal bay 
A UNIQUE TOTAL IMMERSION PROGRAM 
&:/ hrs a day with 2 meals, 8 levels : Beg. I to Adv. II 

ACCOMMODATION IN PRIVATE APARTMENTS a 

Next 2-4 week course starts 28 Sept., 26 Oct. and all year — 
06230 Villefranche/Mer E119, France, Tel. (0) 493 01 88 44 Fax w) 493 36 2: 
http:// WWW, institutdefrancais. COIT anam i 














" Albuquerque, New Mexico 871 10 U S.A. 

















Readers are recommended 
to make appropriate enquiries and take 
appropriate advice before &ending money, 
incurring any expense or entering into a 
binding commitment in relation to an 
advertisement. The Economist Newspaper 
_ | Limited shail not be liable to any person for 

| loss or damage incurred or suffered as a 
result of his / her acceptirig or offering to] 
accept an invitation contained in any 
eiii published in: the Economist. | 

















































lied. Y Write i3 free Pelo) vcr 


! Consultants Institute 


MEO Prince William Street, Princess Anne, 
X USA Fax: (4100651 4885 


Good Distance Learning 
MBAs are hard to find. 


Mail for a guide to the best, 
wherever you are. 

















1 998 G E N EVA The Durham MBA Distance Learning Programme is one of Britain's mostt n 
EX EC UTIVE COURSES IN regarded International MBA courses and is orie of three AMBA accredited 

study options, including Full-Time and Part-Time. w . 
FI NANCE if you would like to develop into one of the world's 






best managers, apply for your brochure today. 

investing in excallaence in teaching ard research 
Durham University Monde Sohal, Admail 436. Mill Hill Lane, Durham es 32 
Telephone: 0191 imi | 







tis: vital that today's finance professional keep 
abreast of the latest developments. For the 
past decade {CMB has built a solid reputation 
training. executives from over 900 institutions 
and 84 countries in the latest risk management i 
ap, I bc a Mens E: at th Inte r er nal b m rence on the 
aculty assists participants to build sophisticate | / 22.23 oot 
challenges in a rapidly changing environment. a E E 


At 
e 
Q 
me 






FOR MONETARY |; 
5 


INTERNATIONAL cnet 
AND BANKING a 





Themes to include: 
* Competitive advantage in uncertain environments 




















E £n 9 René Stulz Seabee 21-25 * Organisational decision-making *. Consumer/competitor behaviour] 

2 - FINANCIAL RISK MANAGEMENT AND DERIVATIVES * Marketing under change * Adaptive information systems | 
I o | E Previous conference speakers included Prof. J. Kay Prof. N. Venkatraman & Prof. G: Johnson : he 
Eve. 10 Gordon Ibbotson Sept. 28 - Oct. 2 RE 








Selected papers will be published in a special issue of the Journal of. Business Research. 


ADVANCED LARGE CORPORATE CREDIT ASSESSMENT New for this year, a stream dedicated to "Marketing in a Chang 




















11 Mike Staunton October 12- 16 
EQUITY PORTFOLIO MANAGEMENT 


Sems, University of Surrey, Guildford, 
GU2 I XH, UK. 

Phone: 4 44 1483 259347, Fax: 44 1483 259511 
Email: Sems @surrey.ac.uk 





Philippe Jorion October 19 - 23 
GLOBAL ASSET ALLOCATION | 






David Cox November 9 - 13 
QUANTITATIVE TECHNIQUES FOR FINANCIAL MARKETS 








The train of success is departing 
but where's your ticket? 


At Resume Broadcast international your ticket is but a phone call 
away. Let our expert staff custom tailor your international job search, 
If you are a 40+ year old senior executive earning $100K+ annually |. 
our services can prove invaluable to you. We are available 24 hours 
a day, 7 days a week, so why wait another minute? Contact us at 
Tel. (909) 866-4213, Fax (909) 866-4244 or E-mail: 
102224 3306@compuserve.com, 


Resume 









Salih Nefici November 16 - 20 
ADVANCED MATHEMATICS OF DERIVATIVE PRODUCTS 























For our detailed brochure, please contact: 
Fabienne Scagliola or Béatrice Candoifi - 
ICMB : 
Av. Blanc 49 — 1202 Geneva, Switzerland 
Tel +41-22/731 95 55 

. Fax: +41-22/731 95 75 























Resume Broadcast international |. 
PO BOX 2892, Big Bear Lake, California CA92315, USA. 













oos 2 Rtp// i ionbGheiun ch s Br cogdcaest € Tel: +1 (909) 866 4213, Fax: *1(909) 866 4244 
—- 5 e-mail icmbGhei.unige.c : 4n 
EU | i MEER NN Intennationdi Email: 102224 S306 Gcompuserveis com 
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The Technical 
University of 
Eindhoven W focuses 
on technical scientific 
education and 
research at the 
highest level W is 
attuned to current 
social needs M 
endeavours to 
encourage industrial 
development and 
help build a more 
sustainable world 
@ regards a 
multi-disciplinary 
approach as 
indispensable for 
this purpose Bi 
links technology to 
economic, social 
and ecological 
aspects 

N produces 
technology for 
people W is able to 
offer childcare 
facilities for staff - 


































Technical University of Eindhoven 









Faculty of 
Technology 
Management (TM) 
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University lecturer in 
Technology and Development 







Studies m/f (1.0 fte) 


Faculty of Technology 

Management 
The staff of the Department of 
Technology and Policy provides a 
major contribution to the educational 
programme for the Master of 
Sciences degree in Technology and 
Society, and the associated graduation 
programme 'Technology and 
Innovation Policy'. This graduation 
study programme focuses on the 
international comparative analysis of 
innovation processes and their impact 
on socio-economic development. The 
programme combines engineering 
subjects with economic, sociological 
and legal subjects. Within this 
programme one of the focuses is 
on innovation and technological 
change in developing countries. 


Teaching tasks 
The lecturer is expected to make a 
contribution to education in the fieid 
of technology and innovation issues 
of developing countries and to other 
educational activities in the context 
of the technology and society 
curriculum. Subjects to be taught 
by the lecturer will initially include 
feasibility studies, project management 
and theories of development, as well 
as the supervision of graduation 
projects and traineeships of 
students in developing countries. 


Hesearch 
The research activities of members 
of the Department of Technology and 
Policy take place in the context of the 
research programme of the newly 
created Eindhoven Centre for 
Innovation Studies (ECIS). One of 
the research themes within this 
research programme focuses on 
"Industrial performance and productivity 
in relation to technology, in developing 
economies". Besides teaching and 
research tasks, the lecturer will 
contribute to administrative and 
managerial tasks within the department 
and the faculty. 


Engineer or development 
economist 
* À degree in engineering, combined 
with knowledge of both economic 


A.E.Szirmai Q tm.tue.nl. Additional 


and technological issues inthe — | 
study of development, and interest. | 
in the interfaces between technology 
and economics, or 

* À degree in development economics, 
combined with knowledge of tech- 
nology and innovation problems in 
developing economies, and interest 
in the interfaces between technology 
and economics E 

e a completed doctoral dissertation 

* Substantial field experience in 
developing countries 

* substantial research experience, as 
demonstrated by publications in 
international scientific journals and 
publication media. Candidates 
should meet the requirements for 
admission as research fellow to a 
research school... 





Appointment/salary 
The successful candidate will initially 
be appointed on a temporary contract 
for 2 years, with a possible view to a 
permanent appointment, The salary 
will depend on the candidate's age 
and work experience, within the scale 
10 to 12 (minimum DFL 3.970.-, TS 
maximum DFL 8.387,- gross per month 
for a full-time position), in accordance. .: 
with collective wage agreements. | 
applicable to Dutch universities. 


information and reply 
For further information regarding this 
position, please contact the chairman: 
of the section of technology and 
development studies, Prof. Dr. : 
A. Szirmai, tel +31 (0)40 | 
2472246/4021, e-mail — 











information can also be found on the ~ 
web page E 
http://www.tue. nitm/vakgritok/it tok htm. | 
Interested candidates: are request d 
to send written applications (toc jethe 
with a CV and a list of their blications, 
and under appoi tment ce | 
number V39237) to: Persont nel jj 
Department, Faculty of Technology vd. 
Management, P.O. Box 513, 5600 MB 
Eindhoven, the Netherlands within 

two weeks after publication of this 
advertisement. 
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r world, Unilever’s Marketing 
the way in the BN 


ivid ale hh dna sinticipam, discover 
and. predict future trends. | 


Asa key member of a professional team, 

you will develop new research techniques 

and: apply them globally across the company. 
In these challenging roles, you will analyse 
brand and market performance, presenting 
your findings to Senior Managers. and assisting 
them in the development of tactical and 


strategic business plans. Liaising directly with 


operating companies, suppliers and academia at 
all levels, you must combine market modelling 
expertise with the ability to provide analytical 
support and identify research and develop 
new analytical tools and techniques. — 


Innovative and forward thinking you must be 
computer literate with an MSc or PhD in Maths, 
Statistics, Control Engineering, Operational 
Research, Economics or similar. Ideally with a 
sound working knowledge of Time Series 
Analysis and a practical knowledge of FMCG 
markets, you should also have excellent 
interpersonal skills, a flexible approach and the 
motivation to meet tight deadlines. Highly 
numerate and literate, you must also be 


prepared to travel. 


As part of our professional team, you 

can expect to enjoy a competitive 
remuneration package commensurate 

with experience and relocation assistance 

to this attractive part of the North West | 
where appropriate. CT OPS 4 


To experience a highly rewarding à career with an 
internationally renowned compar | please write A 
with full CV quoting reference. KE/E/231 to: |. 
Kerry Flanagan, Human Resource Department, 


Unilever Research Port Sunlight, Quarry Road | 


East, Be bing ton, Wirral L63 3]W. Or by e-mail tor ; A 


CV.ResourceQUnilever.cóm 


Closing date for applications is 16th October 1998: i 


Unilever 


Unilever Research 


For more information about Unilever Research and Unilever visit our Internet Web Site at 
http:/ /research.unilever.com 


we 
- = 
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UNIVERSITY 


af 


LIMERICK 


OLLSCOIL LUIMNIGH 


E: Ü 2 
The "UnVeriits. pup to fill Ns AIB 
- Professorship of Information Management in the 
| faculty of its Department of Management and 
Marketing within the College of Business. 


The mission of the College of Business is to pursue 
excellence in teaching and research and, in so doing, 
provide the highest quality learning experience possible 
for its students. Its programmes include Diploma, 
Bachelor, Masters and Doctoral degree courses, in all 
aspects of business education. 


Applications are invited for this post from sciens in 
the area of information management who have a strong 
track record of teaching, leadership and research in this 
emerging new discipline. The prime task of this new and 
challenging professorship will be to support, deepen and 
enhance the University of Limerick’s activities in the 
field of information management, with particular 
emphasis on large financial based information and 
knowledge-based enterprises. Recruitment to this senior 
appointment will help further develop the information 
management area within the University through research 
publications, conferences and new course development. 


The successful candidate will hold a doctoral level 
qualification in information management, will have 
demonstrated successful leadership in developing this 
new discipline, and have an established reputation for 
_] research and teaching, both at undergraduate and 
|| postgraduate levels, in information management. 
Salary Scale: IR£43,175 - IR£55,773 p.a. 
Application material available from: 
The Personnel Department 
University of Limerick, Limerick, Ireland 
Tel: +353 61 202700 Fax: +353 61 331881 
| Email: personnel@ul.ie 
| The closing date for receipt of completed application 
forms is: Friday, 9th October 1998. 
Further information about the university may be 
obtained from http://www.ul.ie 





The University is an sia opportunities employer and committed 
- to selection. on merit. As women are under represented in this 
a applications d ibtd women are particularly welcome. 
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International 
Consulting 
xm. Opportunities — 












Scottish Development Overseas (SDO) is a who 
owned subsidiary of Scottish Enterprise (SE), | 
Scotland's national economic development and q 
training authority. SDO undertakes international | 
consultancy work on a commercial basis in areas | 
commensurate with the skills and experience 
acquired by SE and its predecessor agencies over 
the last 20 years. 








SDO has recently won a considerable amount of 
work from some of the world's leading international 
donor organisations (EU, World Bank, ADB etc.) 
and is currently on the short-list for several large 
contracts in Asia, China and Southern Africa. 


As a result of this rapid expansion in our business, 

we are currently seeking highly qualified 
consultants with a minimum of 3 years experience | 
in international donor-funded projects, for both 
long and short-term assignments in these regions. 


Consultants are required at all levels, including: 
Project Managers/Team Leaders and Expert — 
Advisers, across a wide range of disciplines « 
including: i 
* Vocational Training and Education 

* [Industrial and Economic Restructuring 
* Trade Development 

* SME Development 

* Foreign Direct Investment Promotion 
* Infrastructure Development 
* Energy and Environment 

* Tourism Development 


We are particularly interested in candidates who | | 
have an of M eee in Asia, the Far East c or 





World Bank ane with nied CVs in by fax, on 
disk, or by e-mail (saved as Word 97 or equivalent | 
to: : 


Scottish Development Overseas 
Tel: +44 141 226 5909 
Tel: +44 141 226 5936 
e-mail: PROGON co. uk. 
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4 Ltd is an international multi-disciplinary firm of Consultants 
-providing engineering, economic and environmental 
services of the highest calibre. Our current UK strength is 
0 and over 800 world-wide. . 


o an increasing workload and plans for further expansion we have a 
icy for an Economist based at our Ashford, Kent Office, The ideal 
will be degree qualified, have experience in project appraisal in 
ower and/or water resources sectors with a minimum of five years 
ence since graduation, although other candidates who have worked 
other engineering field will be considered. The willingness to travel 
as is an essential requirement of this position, as is PC literacy with 
rst class written and verbal communication skills. | 
, depending on experience, a salary band of between .£25K and 
ged, together with Company pension scheme and private 
‘write, enclosing your cv to: : 
ny Clark, Knight Piésold Ltd, Kanthack House, 
Station Road, Ashford, Kent, TN23 1PP 
_ Knight Piésold is committed to equal opportunity in selection 
“and recruiting procedures 
















COMPTROLLER 


.| UNRWA, a United Nations Agency providing education, health 
.] and relief services to 3.5 million Palestine refugees in 5 
| locations in the Near East and with an annual budget of $350 
million, requires a Comptroller at its Headquarters in Gaza. 
. He/she will be the principal advisor on the financial 
“|, management of the Agency and will participate in the 
“development of organizational directives and related policies. 
He/she will direct the HQ Divisions of Accounts, Budget, 
Treasury and Supply, and is also responsible for Agency's 
Provident Fund. : 








Requirements: Advanced university degree in accounting, 

finance, business administration or related field. Membership in 
;. a professional body of accountants; at least 15 years’ experience 
_ with 10 years at a senior level in the financial management of a 
large governmental, commercial or international organization. 
. Experience in a developing country desirable, Language: 
| Excellent spoken and written English; knowledge of French and 
] Arabic desirable. 













emuneration: annual net (tax-free) salary starting from $92,300 
(single) and $103,000 (with dependents) plus fringe benefits 
| Package (education grant, home leave, dependency allowance, 
| pension fund, health plan and generous annual leave 
1. provisions). Initial contract is for 1 year, extendable. — — 
jaza is currently a non-family duty station. An additional 
llowance is paid for the maintenance of a second household. 
Ouses may reside with the staff member in Gaza but not 
ren. Where spouses choose to reside in Gaza such 
nal allowance is not payable. l 
Applications may be sent before 20 October 1998 to: Head, 
Recruitment Section, (VN/22/98), UNRWA HQ Gaza, via 
NRWA HQ Amman, P.O. Box 140157, Amman 11183 
| Jordan. Fax No. (4972-7) 677 7555, from where additional 
| information can be obtained. | 
| UNRWA will only be able to respond to those applicants in 
|. whom it has a further interest. : 





"A UNITED NATIONS PNE Zp NATIONS UNIES 
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JOB HUNTING INTERNATIONALL 
Executive earning $50K-S00K+, ‘Career searching into, within or 
Asia/Europe/U.S.? A new position is closer than you think! Free 
www.CareerPath.co.uk 


ER p 
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E-mail: cpasia@bkk loxinfo.co.t 















Never has the demand for experienced professionals ` 
been stronger among US companies doing business — 
abroad. World-class organizations have entrusted, 
us to find the people they need to succeed in 
international markets. | 







We are seeking individuals with backgrounds in 
business, sales, marketing, manufacturing, science, 
and technology. What is most important are your 
interpersonal skills. Personal contact should be your - 
strong suit, along with the desire and ability to live 
and work overseas. 











US citizens and legal residents only. Previous 
overseas residency or language proficiency is a me 
plus. All our clients are major organizations offering - E 
competitive compensation and benefits. You are : 
invited to send your resume, but be advised that 
we can only respond to applicants who meet our 
immediate needs. Principals only. No phone calis, 
please. EOE 


Cooper, Ramos & Lee Consultancies, ATTN: EC/919, 
PO Box 19-0620, Miami Beach, FL 33119; email: 


m kam 
RAMOS < LEE 


NEW YORK « SAN FRANCISCO « CHICAGO e MIAMI 


















CONSULTANTS IN EDUCATION AND HEALTH 
FOR DEVELOPING COUNTRIES 


TECHASSIST, an international consulting firm providing technical assistance services within 
the sectors of HEALTH and EDUCATION is currentiy implementing important projects in 
developing countries and entering an expansion trend. We seek international consultants 
to undertake long-term and short-term fieid-based assignments as project managers, 

specialised consultants and technical-level experts. Candidates must be able to 
demonstrate relevant experience in the following areas: 


EDUCATION & VOCATIONAL TRAINING . 
Analysis and diagnosis of educational systems; Organisatior/pl aming of educational 
systems; Institutional strengthening programs, Curricular. designs; Management of 
education centres; Decentralisa SON. Teacher trainit Y ducational equipment: needs and 
‘technical definition. MO C4 


HEALTH 
Evaluation of heaith systems; Economy of the Health Sector; institutional strengthening 
programs; Planning of medical tare services: Decentralisation; Architectural 
design/engineering for health care. centres; . Medical/hospital equipment: ieee and 
technical definition; Teaching/training medical and technical personnel; Hospital 
management; Health economy and financing; Public Health programs. 


PROJECT IMPLEMENTATION METHODOLOGIES 


Proiect/program identification & formulation; Project/program evaluation; Feasibility 
studies; Project administration & logistics; International tendering and contracting 























design durable solutions to natural 
problems? 




















Nautilus CONSULTANTS is a leading edenin consultancy specialising m 1 
the commercial, economic, social and environmental dimensions of natural 
resource use. The company has an established international reputation, and | 
regularly undertakes short-term evaluation, policy and planning, and | 
commercial development assignments on behalf of European and international d 
chants, 




































Wark focuses on the policy environment, and the economics and marketing of | 
resource use by coastal communities. 












To support a growing consultancy and contract research work-load we are looking 
to expand our Edinburgh-based team. 








Candidates for the positions of Senior Consultant (10 yrs professional 
experience), Consultant (5 yrs) and Research Assistants (minimum of post 
graduate qualifications) must be able to demonstrate strong interest and 















| | Professor Edward Cahill Email: e 
. | Professor Ted O'Leary, Email: toleary@ucc ie 
(| Tek «353 21 902506 


procedures. 


Applicants should have more than eight years experience in their professional field. Direct 
experience in project implementation in developing countries in Latin America, Africa or 
the Middle East is essential. Experience in projects funded by The European Commission 
EDF PVD/ALA, MEDAJ), The World Bank, Regional multilateral development institutions 
(DB, AFDB, ADR) or UN Agencies (UNDP, UNESCO, ILO, etc) would be highly valued. 
Applications of qualified consultants from developing countries will be received with 
interest as well. 

Please send applications including curriculum vitae and full address (telephone, fax and e~ 
mail} to TECHASSIST S.L, Méndez Núñez 17, 28014 Madrid, spain, preferably by FAX (34) 
91 423 82 29 or e-mail: techassistücorreo.cam 


Coldiste na hOllscoile Corcaigh 


STATUTORY LECTURESH 
(SPECIALISM IN CORPORATE FINANCE) 


Applications are invited from suitably qualified applicants for the above 
position. The appointee will join a group of accounting and corporate 

. finance academics with a growing international reputation for their 
| research on Market Reactions to Corporate Disclosures, Corporate 
| Governance, and the Design of Capital Investment Systems in 
- Advanced Technology Firms. The position is located within the 
Department of Accounting, Finance and information Systems. 


| The Department contributes to an extensive set of undergraduate and 
graduate programs. These include the BSc (Accounting, BSc (Finance) 
and BSc (Business Information Systems) degrees, the Bachelor of 

. Commerce degree, a set of MSc and MBS programs, as well as an 

. MBA degree. 

The successful applicant will have a PhD in a relevant area, a 

| substantial body of work published in high-quality, reviewed journals, 

|] and an extensive level of teaching experience at undergraduate and 
postgraduate levels. 


. For informal discussion contact: 
> cahilli@ucc.ie 


| Salary Scale: 1R£33,039 - IR£46,817 p.a. 
Application forms and further details of the post may be obtained 
| from Academic Appointments, Personnel Office, University 
|. College, Cork, ireland. | 
|. Tel: +353 21 902364 / Fax: +353 21 271568/Email: acad.per@ucc.ie 
|] Closing date: Friday, 230 October 1998. 
^ University. College C ork 


n Equal Opportunities Employer 















































professional credentials in at least three of the foliowing: 


natural resource economics © investment & project planning 
monitoring & evaluation * organisation & management 

marine resource policy * food marketing & international trade 
environmental economics e the sociology of change 


* 9? 9" © 


Candidates for the senior positions are expected to have established fee-earning 
capacity. 


| All candidates must be able to demonstrate a good grasp: of commercial realities, 


be numerate, have fluency in English, excellent writing skills, ability to work to tight 
deadlines, and eligibility to work within the European Union. 


In the first instance please send a short resumé and covering letter to: 


Nautilus CONSULTANTS itd, 30/6 Elbe Street, Edinburgh E£H6 7HW, Scotland: 
e-mail «nautitusgnautcon win-uk net» 








ActionAid works with some of the world's poorest 
communities in Africa, Asia and Latin America, helping them 
to help themselves to a more secure and positive future. 


EU Advocacy Strategist 
£23,346 - £23,859 pa based London 

As part of an expansion in its Northern advocacy work, this new 
and exciting post will lead the agency's advocacy strategy. : 
towards the EU (Commission and selected member states). 


You will put in place mechanisms to enhance collaboration with 
our Country Programmes in the South and also proactively build - 
alliances with NGOs in Europe and in the South in order to. 
advocate changes to the EU's development policies in ways that. 
benefit the poor You will work on a number of selected 
advocacy campaigns - such as conflict, basic fights 4 
education - in creative ways that ensure that influencin ng 
opportunities are maximised. Part of this. will involve direct. 
lobbying of the EU, research and analysis of EU policies, the: 
preparation of advocacy materials and developing contacts with 
key decision-makers and influencers. 





You must have three years experience of advocacy work | 
towards the EU or expert, insider working knowledge of the 
EU's decision-making process. You should also have a good. | 
knowledge of EU development policies; excellent ic lobbying an 
media skills; proven experience of project management and: 
strategic thinking: proven research, anal ysis and wri itin skills 
and fluency in English and French.  Considerable travel in the. 
EU will be required. The post will initially be based in London: 
and reviewed after six months, after which it may be re located 
to Brussels : 


For further. formalan panes. contact US, quoting ı re 


Vee am O & 
ETYEN 
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Vision counts... 


We EU T | 
| Pub lic Affairs 


nd November 15-21 ‘1998 | „look in ‘Executive Focus’ to discover more. 


qo. + ideal for these needing imme "EMT indepth concentration of the centres 
.. insights into how Furope works and how Highly successful 3 month Certificate 
77 best to work Europe. Programme involving some 25 sessions: kee- 
;* Keyed to action - with detailed guidance and —— WC visits. case studies -all conducted by top 
neis on how to lobby, manage corporate Brussels. practitioners, 
public affairs and tender most effectively — * Personal, power-assisted coaching from a 
within the EU. team ol experienced EU godfathers” 


For details and other programmes at the G entre, ple ase contact: 


ge Guman Grauer, or Anne Tüchaud - i dese http: Hove analy: 
Av, Adolphe Lacowiblg. 66 - 1030 Brussels, Belgium | MP 
Tel 43321 n 77 a, Fax «32.2 732 75 25, hetpdwwweis.be/ecpab 


Public Sector |o GB) Mitavterwariona oman 


- Management & Engineering 


Modernisation | 
| AHT is a German management and engineering consulting | 


_ Crown Agents Institutional Development Group (IDG) are an | company and has been operating. worldwide since 1960, 
internationally renowned consultancy, focusing on à range of f- | i 
public sector modernisation initiatives. In order to meet the | Fora a major project financed by. German bilateral cooperation i in. 
(o changing needs of overseas governments and increasing demands p: Egypt: we are looking for: : | E | o 
| of the aid agencies, (World Bank, Asian Development Bank and E | d) ROSE 
C DFID etc) we would like to hear from consultants with expertise | 3 senior banking adici responsible Or: provisi 
in the following disciplines: | z advisory services te three provi T 


* Management of change in the public sector : 
Public accounting and finance, including privatsation, 
PPL/PPP 

os. Next step agencies 

Public sector management 
Human resource management and development 
Civil Service Reform 

.. Institutional reform 
_ International experience is preferred, but not essential. 
Applications in the first instance with full CV to:- 


Tracy Millwood, International Recruitment & Personnel 
Services, Crown Agents for Overseas Governments and 
Administrations Ltd, St Nicholas House, St Nicholas Road, 
Sutton, Surrey SMI LEL. 

(Email:- tracy. millwood@crownagents.co.uk) 

or for further information contact Victoria Shaw on 

0181 716 6603. 


Crown Agents 
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| School of Health Policy and Practice 


















RESEARCH ASSOCIATE 
(HEALTH ECONOMICS) 


Applications are invited for a research post to conduct economic 
evaluations alongside two randomised controlled trials (RCT's) of 
. social support for disadvantaged parents of young children. The 
successful candidate will also contribute to the development and 
teaching of economic evaluation methods for the MSc in Health 
Sciences and the MA (Health Economics) ot UEA. 


The person appointed will join the Health Economics group within 
the School of Health Policy and Practice (HPP). The group is led by 
Dr Miranda Mugford and John Appleby. Since its inception in 1994, 
HPP has developed research collaboration with acute hospital trusts, 
community trusts, mental health services, and primary health care 
teams across the East Anglian region. The broad multidisciplinary 


nature of the School has facilitated projects concerned with general 
health service delivery issues, as well os specific problem areas and 


disease categories. 





Applicants should have a Masters-level postgraduate qualification, 


or equivalent postgraduate experience, in health economics, social 
science, or health service research, with a strong economics 





. component. Previous experience in health or social services research 
will be an advantage. The successful candidate will have the 
opportunity to register for o PhD associated with this work. 


The position is for a fixed term of three years and is available from 


1 November 1998, Salary will be on the Research and Analogous 
1B or 1A scale in the range £15,735 to £17,570 or £15,735 to 
£20,107 per annum, depending on qualifications. 
















Fall 1998 Conferences 





BUSINESS O OPPOR 


company offers investments from 
.. US-$ one million up. Please contact 
... our German subsidiary via fax on 
(+49 8481 15 116 





EFFICIENT, THOROUGH 
& RELIABLE PEOPLE 


NEEDED WORLDWIDE 


{UK based marketing and — distribution] 
 jecompany needs people residing in main cities} 
around the world (excl. UK, USA, India} for 
occasional - sometimes ongoing - business 
assignments. Please fax letter *CV with guide| 
to availability and daily income expectations. | 
FAX: UK 44-1727-838090 


_ EAI is One lo » excellence i in education and research. 


New v England CODE Svetonio Institute 


Managing the Complex 
A Semi-Annual Colloquium on Complex Systems and the Management of Organizations 
Boston, Mass, October 22-25, 1998, For More info: httpv//emergence.org/baston htm! 
Second International Conference on Complex Systems 
Nashua, NH {near Boston, MA}, October 25-30, 1998 
Speakers include: [list to come] For More Info: http/eww.necsiorg 


Emergence: A Journal of Complexity issues in Organizations and Management 
For More I info: http LAAN. emergence org 















À LOS ANGELES-based film production 





Further details are available from Dr Miranda Mugford, 
School of Health Policy and Practice, Elizabeth Fry 
Building, University of East Anglia, Norwich NR4 7TJ 
(e.mail: m.mugford@vea.ac.uk). Applicants should send a 
full curriculum vitae with the names and addresses of two 
academic referees to Dr Mugford by 9 October 1998. 





Places Still Are Available! 


OFFSHORE COMPANIES B 


i * Ready made companies 

| * Full corporate administration 

| * Trade services (L/C, shipping) 

| * Banking/Accounting services 

| * China business development services 


Contact Stella Ho for immediate 


services & company brochure 


NACS LTD 
Room 1108, Albion Plaza 
2-6 Granville Road, T.S T, 

Kowloon, Hong Kong 
E-mail nacsGhk super. net 
Tel: (852) 2724 1223 
Fax: (852) 2722 4373 





GM [AMPH bh dabo hide aah dM Mei ee ey vulp "eue oe SEM See) seer ee ee ee ee VA, m 





The Original . 


Lowest International ; 











Call to the U.S. from: 


Hong Kong....35¢ Germany......25¢ L 
| |Spain.............45€ Italy............34€ |. 
| Singapore.....33c Australia......26¢ | 
| U LK eel 7G France..........27€ 


Vues doe os 





CR al AIRDE RIEA RN LACSEA DA ii In DOR h CORE NM iS REI UR MORTE EIC SPAN EURO) RIO NDS EAD NOIL ROC IA ol RCC Ie E OR AE a el A 












Instant Activation 
Fiber-Optic Networks | No . 
Itemized 6-Second Billing | y 
Ideal for Home, Office, | —— 
Hotels and Mobile Phones Agents Wante d 
Tel: 1.206.599.1992 * Fax: 1.206.599. 1982 


417 Second Avenue West * Seattle, WA -98119 USA 
www.kallback. com * Email: info @kallback. com 







U.S. CORPORATIONS AND 
LIMITED LIABILITY COMPANIES 
| (LLCs) SET UP INSTANTLY IN io 
| DELAWARE. OR OTHER STATE, BY / 0 
| PHONE, FAX or INTERNET . [ Children's 


Your headquarters may he anywhere in the 1 Education 
USA or other country, No minimum capital „is the 
requirements. No lawyers necessary Most 
major corporations are incorporated in business. 
Delaware, FREE Delaware Incorporation 
Handbook (7th Edition). Registered agent, 
shelf corporations, legal office address in 
Delaware and mail forwarding. Independent 
offshore agents wanted. VISA/MC/AMEX 
CALL ANYTIME Tel: 1.800.423.2993 
(toll free) or 4302.996,5819 
Fax: 1.800.423.04523 (USA/Canada only) 
or Fax: 4302,996.5818 
E-mail: inc, info € delbusinc.com 
Internet: http://vww.delbusinc.com 
Delaware Business Incorporators,Inc. 
3422 Old Capitol Trail, Dept. TE 
Wilmington, DE 19808-6192 


CH a GUAPA a KA Fire JURA nil. Fin e Se NIRE CARERE. SAIL AR. SE SR RN te Ree 


“With the 

proper 

instruction and 
rein ipiius 


can pita 
at the level we 
now call gifted.” 


NT e | 
franchise. 


! bordes the koi that come from ` 
| providing world-class, technolodically- 
| advanced, enriched fearning for 
children 3 — 6 years oid. 


i $94,000 - - $36,000 U.S. investment includes 
3, ci pao and materials. 


The d Master r Franchises available for some areas. 


Economist 





| Fastrackids™, the new stai garg o 
P in children's education. 


TO ADVERTISE WITHIN 
THE CLASSIFIED SECTION, 


TACT: 
Philip Wrigley 
London 
(44-171) 830 7000 
Suzanne Hopkins 


New York 
(1 -21 2) 541 5730 


For more information, - ey 
caor fax —— : 
| Mr Alien n he Us. nos 
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NPERNATIONAL INSTI TUTE B f : i iced S T : - = EL 
E OR ST RA TE GIC STU DIES s African Population Policy Research Center (APPR 
ERA ! - Nairobi, Kenya - 
Seeks Fellows for 1999 








The African Population Policy Research Center (APPRC), i 
established as a Population Council program with funding from Jl 
the Rockefeller Foundation and located in Nairobi, Kenya; i 
applications from qualified professionals from sub- Sahara 
for Fellowships beginning around January 1999, | 



















































its new programme Ed wa ays 
y debates concerning weapons of mass 
funded by the W. Alton Jones Foundation. 
cern of the programme is that the prospect for 
WMD threat requires new strategies towards 
T conflict in the Middle East and Asia, but that such 

; ategies need to become far more agreed among Western 


. 


allies before effective approaches are made to regional actors. 


The APPRC, carries out research in four thematic area: 
explaining the ongoing fertility decline in sub-Saharan Afr can 
countries; 2) enhancing the pace of fertility transition through 
family planning programs and socioeconomic development; 3) 
investigating sexual and fertility behaviour in the era of AIDS; and 
4) understanding the changing environment of the: transition: to 
adulthood. 























Applicants should possess a d degree ii in 
sciences or a related social/health science with at least 2 years 
post-doctoral research experience. Applicants should be 
comfortable conducting research in a collaborative atmosph 
and possess excellent English communication skills. The durati 
of the Fellowship is two years with the possibility of renewal for 
additional year. For additional information and/or appli 
forms, send a letter of interest or email to: Ms. Raj Mol i 
| APPRC C oordinator, International Programs Di 
Population Council, 1 Dag Hammarskjold Plaza, New Yo 
| York 1007, USA (email: rmohanamGpopcouncil 
Completed applications should be received by November 2, 1998 
for Fellowships beginning January 1999. Applications by women 
are stronglv encouraged. i 


The applicant should have world-class expertise on WMD and 
Droven track record i in networking with specialists, - | 
overnment officials and NGOs in Western countries as well 

‘as regional conflict zones. The post will involve much travel, 
media appearances and public policy writing. : 













The post will be for 21 months from 1 April 1999 with 
rospects for renewal. The salary will be commensurate with 
the experience of the candidate but will be higher than that of 

a Research Associate. Letters of application with full - 
| curriculum vitae and the names and addresses of two referees 
-should be submitted by 16 October 1998 to: 


- Gerald Segal (RAWMD), 
_ International Institute for Strategic Studies, 
x 23 Tavistock St, London ee 7NQ, UK. 


CONFERENCE 1 T 


First V World rid Bank — 










































AN AFFIRMATIVE ACTION/EQUAL PRIORES: s 








Local Strategies to Access Financial Markets: 
Lessons and Opportunities for 
Latin America and cem and Eastern Europe | 











Santander, Spain, Octobar r 26-29, 1998 


nae et true tre N ee ir rtt pee terere p qi e Merge trav 


| KUAIR SPEAKE RS: 










Gonzalo Pineiro 
Mayor of Santander, Spain 


Credit Ratings a 
Financial Guarat 















acroeconomic Michael Barth May: DF of Rio de Janeiro, Brazil 




































Implications of Borrowing througi Director, Capital Marhets ae Mark Schneider 
_Subnational Borrowing Financial Interme«t Development Department. Ricardo: Hausmann Assistant Administrator, 
World Bank Chief Economist, Inter- Bureau for Latin America and | 
egal, Regulatory and Debt Management " " American Development Bank the Caribbe an, L.S. Agency 
"Institutional Framework -Ana Patricia Botin n for International Development | 
“for Subnational Transparency and Chief Executive Officer Danny Leipziger - MEE 
-Borrowing Information Disclosure Santander Investment, Spain Director Finance, Private Teresa Ter-Minassian 
z Sector and Infrastructure Deputy Director, Western 
4 egional and Local Collateralization Shahid Javed Burki Department, World Bank Hemisphere Department, d 
apacity for Financial Vice-President for the Latin E International Monetary Fund i 
anagement Financial Management America & Caribbean Region, jose Joaquin Martinez Sieso 





iavesimenis on Che ^— World Bank President, Caniabrian 






x crue and Funding 5trategies 
he View from the Account of the Autonomous Community Spain 
arket Municipality (G.O. Martin Burt 
; Bonds) ; Mayor of Asunción, Paraguay — Guillermo Perry 
tn struments i gb Chief Economist, Latin America 
Borrowing Structures | Vehicles lor Joint Public — Gabor Demszky and the Caribbean Region, 
eee | Investments Mayor of Budapest, Hungary — World Bank 


EXCWED AVUNTAMIENTIT 
DE SANTANDER 
To additional PETE and registration. contact L, ut Arora at ( 2023 4T: 193 I8, Fax’ (202) 676-0239; e-mail larora@worldbank org 
For press information contact Monica Echeverría at (202) 473-1315, e-mail meche verriacota@warldbank org 


Conference website at /www. worldbank. orgfhimVexidr/lac-capmarkers/ 





(HE ECONOMIST SEPTEMBER 19TH 1998 






BEAUTIFUL CANADA | 
FLEXIBLE IMMIGRATION LAWS 
ATTORNEYS RUSSELL AND SAVAGE 
Suite 2000, 393 University Avenue 
Toronto, Canada M5G 1E6 
Fax; (416) 597-2267 Ph, 585-2088 
Email: hsavageiaunforump.net 
vkrussellataol com 














® Excellent Commission Program 
€ Reliable Agent & Customer Support 
€ Fuli-Featured Telecommunications Services 
€ Travel Service From Over 35 Countries 
€ Facilities-Based Global Carrier 
(Europe, Australia, Americas, Asia) 
| SIMPLY € Superior Quality / Competitive Prices 


COMMUNICATE * Proven Track Record 




















TRAVELLING 
TO NEW YORK? 


trem the effice.. Bed & Breakfast Service offers 200+ 
Anges apartments, all in fashionable areas. 
or while traveling... ; Rates $90-300 pin. 


Corporate Specialists | 
| Bed of Roses V., Inc. 800 Sth Ave, NYC 10021 
i Tel: (212) 421-7604, Fax: (212) 935-0617. 


1212 Avenue of the Americas New so Age adem UT 
Tel:+ 1-212-703-0100 Fax: +1-212-704-9936 E-Mail: Info@telepassport.com 





U.S.A. CORPORATIONS 
& LIMITED LIABILITY COMPANIES 
Foreign Ownership Allowed. Corporate 
Liability Protection. Flow-Through Taxes. 
Free Information Packet | 
CORPORATE SERVICE CENTER, INC, 
1475 Terminal Way, Suite E 
Reno, NV 89502, U.S.A. l 
MM 702-329-7721 + FAX: 702-329-0852 | 
http: Ihwww.CorporateServiceCenter.com 


NEVADA © WYOMING 


| | =" START YOUR OWN 
* Earn Free air travel with i IMPORT/EXPORT AGENCY 


WorldMiles program. y „No capital or exp. req. No risk. Work 
from home. Part/Full time. Help Desk. 
§ Established 1946. Clients in 120 countries. 
Free Booklet. 
WADE WORLD TRADE 
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i Dept 2c24 50 Burnhili Road 
r Beckenham Kent BRI 3LA 
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Save 30-70% on international Calls 


1997 international 
Telecommunications Association. 





* Business, residential, 
and cellular savings. 





* loin the prestigious 
Justice Agent program. 


Tel: +44 (0) 181 650 0180 (24hrs} 
Fax: *44 (0) 181 663 3212 
http/^www.wadetrade.com 

m om m m OO o own mon m A 


' Kensington Park i 


Apartments 


Luxury Serviced apartments 
near Harrods. 


GY CORPFORATRON 


It’s just What you're looking for. 
Mention this ad for a sign-up bonus. Agent inquiries weicome. 


TECH ¢ 


1-310-526-2200 1-310-526-2100 fax www, justicecorp.com 


with ‘aly equipped kitchens,and stylish italian 
furniture, at competitive rates. 
Limousine service available. 
58 Kensington Court, London W8 SDG | 
| TEL +4 44 (171) 937 2469 ++ (498) 622 765 (24 Hrs). | 


Visit our web site: 
WRITE dircon.co. uk 


between 


a great design 


www.techmankanata.com 


and a great 


TIONAL CALLS! 


UK. ........17€) 
France......25€| 
Germany ....22€| 


| NewWorld users 
Italy. ....... 32€ : 
Netherlands. . 25€ Now earn 20% by 
je N 
3 


Most new customers are 
referred by satisfied 


product 


|Switzerland..26€| . referring a friend 
E Brazil.......63€| Numerous Special Services Included 


- No Extra Charge - 











experience, provide expert 


< Business to Business agents welcome 
201 287-8400 





FELELÓOMMURCA 


àATIONS 


TEL: (604) 669 0389 


1492 TEANECK ROAD + SUITE 114 + TEANECK, NEW JERSEY + OF666 - USA 





| 2ND PASSPORT / CITIZENSHIP 


| FAX ++ 44 (171) 795 6215 EMAIL: kenparkGdircon.co.uk A 


13 T3 Company, No Taxes?! 





INTERNET:- www.our-website.com E-MAIL-passport@infoserve net 







IMMIGRATETO © | FRE 


9000 Ext. ape US Only, 


— Residence through investment — 
— Please fax *44-1481-832881 — 
internet: www.heniey-partner.com 





GOV'T FORECLOSED homes from 
pennies on $1. Delinquent Tax, 
Repo's, REO's. Your Area. Toll Free 
(1) 800-218-9000 Ext, H-4265 for 
current listings. 





OFFSHORE BANKS $9,500. No bank 
experience req. Recognised location, 
personal/Ccorporate use, management 
avail. Schaler Group fax +356 
412829. 





2ND PASSPORTS / Driver's Licences 
/ Degrees / Camouflage Passports / 13 
Countries / Secret Bank A/Cs / Awards. 
GMC, Fax +3120-5241407, E-Mail 
100413.3245@compuserve.com; 
http-//www.giobal-money.com 


[ IMMIGRATE TO CANADA 
“We Can Help” 


25 Years Experience in immigration Matters 
The now firm of Sonden & Peterson 


hitpiwww.somben.com 
Email: somjenansomjen.cem 
Suite 810, 1240 Bav Street, 
Toronto, Ontario; Canada; M3R 3A7 
Tel: (4163922 8083 — Fax: (416922 4234 
“We Can Help" 






















HANDWRITING 
ANALYSIS 


Examiner of disputed and 
anonymous documents. Also 
aptitude/character assessment 
for recruitment purposes. 
Phillippa Lavell FAE 

Village Close 
London NW3 SAH 
] Tet: 0171-794 6060 Fax: 0171-431 4699 | 





YES, YOU CAN! 
ifs easy. 
irs fast. — — 
It's 100% private... 
it's 100% legal. 

For FREE consultation 
and brochure filled with = _ 
surprising information, contact: 

GLOBAL BUSINESS SOLUTIONS, INC. 

Phone: USA-- (619) 578-7541 
Fax: USA -- (619) 578-0238 
| E-mail: i bs@millennianet.com Ed 











& CANADA IMMIGRATION W 


Let our exclusive group of former Visa ‘Officers, with over 35 years | 
assistance | 
immigration process. Applications professional and confidentially | 
prepared. Our money-back guarantee is your assurance of success, 
Best Government owned and administered Investor Funds available. 
Specialists for skilled workers, businessmen and investors. 


OIC CONFRATERNITY CANADA LTD, 
823-409 GRANVILLE ST. VANCOUVER, BC, CANADA, V6C IT? 


and guidance to your 


FAX: (604) 669 3905 
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IMMIGRATION TO CANADA 
CHAITAMYOT 
Barristers & Solicitors (Founded 19781 
Reputable Canadian law frm provides assessment of your 
chances of success. FEES BASED ON RESULT ze 


Fees art payable only if an imswgrant Visa is actually P REUKDUENIIMUU NEIN SUMMUM CEPS 
WORLD WIDE 


issued ami oat atherwise. For an ASSESSMENT, 

forward your resume tr 

ee E A A No. 1 OFFSHORE 
COMPANY AND 
TAX PLANNING 

SPECIALISTS 


H 3B2C3 Tel (514) 879.1333, Fax: 879-1460, 
E-Mail: deomcichait-asnyot. ca 

| Since 1975 our worldwide staff of 

| over 275  multi-disciplined 

professionals including lawyers. 
chartered accountants, chartered 
secretaries, and bankers have 
provided confidential and cost 
efective company formation in all 
the major low tax areas. 



























































FINANCIAL ADVISORS 
SAVE CLIENTS UP TO 
| 50% ON BANK LOANS! 
| w/COLLATERAL LOANS 
PAY INTEREST ONLY. 
ENROLL IN OUR 
TRAINING PROGRAM. 
ERIC A. KLEIN, ATTY. 


| INTERNATIONAL DEVELOPING 
ENTERPRISES AGENCY (IDEA) 
PHONE: (212) 751-0800 
FAX: (212) 688-4442 (24 HRS) 
e-mail:panglobQaot.com 










E SCF is one of the wor Us large 
planning practices. Fully owner 
B operated by lawyers and acc: 
All our consultants are professional 
| trained and will ensure your affairs 
be dealt with in an atmosphere 
utmost privacy and confidentiality. 


WORLDWIDE OFFICES CAN LR 
= PROVIDE: F3 























3 Ashburn Gardens, London. i 
Tel. v4 171 3m 














€ BAHAMAS $500 
€ BELIZE $500 


x OFFSHORE E se avisianns $500 i sap 
eee [gm COMPANIES RISO E Hn ry ANNUAL FEES 


@ IRELAND £225 


€—€— — mi | i € HONG KONG $450 E 
formation and administration COST EFFECTIVE UN MEE E 
of companies opening of bank accounts ai ee ARABIE S € HUNGARY $1995 | | nl : 


tel/fax/mail forwarding services 





@ iSLE OF MAN £250 


























































avi, £275 € JERSEY SM | LONDON OFFICE 
., LAVECO-GROUP Head Office GIBRALTAR £275 Mm @ MADEIRA $2250 | 90-100 SYDNEY ST, 
a Clos de Suignie, Sark, ISLE OF MAN £275 | æ MAURITIUS $500 aO 
Pes Tangon” USt IRISH £275 @ NEVIS $575 CHELSEA LONDON, 
ronnan S cues aM ||, SHSM 
| j^ 33/a Raday st, Budapest, Hungry 1092 CEE NOn s et anke FAX: i 171-873 9688 
Contact languages: English, French. i z Pis Parit | 
Russian, Bulgarian — — | RO EMEDURS CEVEDNE RS | E-mail: offshore@scigroup.com 
Tel 36-2164] Fm +36-1-21744-14 ME | PROFESSIONAL SERVICE PROVIDED BY | M 19: +992 224 296 Fax: «352 224 287 ee eran AE Puppe 
ii : IN HOUSE LAWYERS & ACCOUNTANTS | | FINLAND - JENNY KOMPULAINEN M Iri. | | EE ie. 
Romania- -LAW ECO Romania/ sr. | CREDIT CARDS ACCEPTED | Tet +356 9 6989 2569 Fax: «358 9 6969 2565 FREEPHONE: 0800 262 856 
Str. lasilor 8-1, bloc G, se JH, ap.29 aeee B HUNGARY - LASZLO KISS BSc (Econ) B WWW. scfgroup. com 
: Guano Foral FIDUCIARY MANAGEMENT so ieee | MN 
Contact languages: German, English, Hungarian ] SERVICES LIMITED | CYPRUS - CHRISTODOULOS VASSILIADES DUBLIN OFFICE d 
| e e 92-226 — ix H0- i ie DE. MEET Attorney-at-Law 8 27-29 LWR PEMBROKE ST, DUBLIN 2 
^c Far East-Export and import Bank Corp. i » NI MN WEE Tel: 4357 2 473211 FAX: +357 2 463463 | pi 388 
Contact languages: English, Russian i TEL: 0171 436 8100 SINGAPORE - DIANA BEAN TEL: + 353-1-662 1 


FAX: + 353-1-662 1854. 


Tel 423-41 47 666 Fax 4042-3147 44. i AY: 474 ARG n4 Tet +65 535 9382 Fax: 465 538 3991 
FAX: 0171 436 8188 ! | E-mail: MOON ie 


4 email: lavecoimail.matayha P E Ru ene TREE RN HONG KONG - RAYMOND CHOI 
mali ghsite: www laveco.ho  ]@ E al Or Ore E nar ek : MBA MLIA (Dip) 
€ ; httpZwww.FiduciaryGroup.com Tel «B83 25220172 Fax: «852 25211190 
m ij SHANGHAI - BART DEKKER um 
Tal: +86 21 6248 4355 Fax: +86 21 6248 1421 





















(£5 | ant Pi PA 5 Dus 
| Athens, Budapest Lisbon, Monaco, Moscow, : 
Nicosia & Soffa. 2 









n | nA Asus E IM colour brochure on fe 
Tax PLANNING — m Tet 417148543344 Fax 417148546007 M — IDC CO CHOC 










TID 1 For Immediate Service & our Free 110. MIS complete this coupon below: 


Page Colour Brochure Contact: 
ISLE OF MAN - C W FORSTER 









| Since 1977, The ICSL Group has specialised in advising on the use of offshore M 


companies and trusts to achieve personal and corporate tax Savings. Name 




















| OVERSEAS COMPANY | 
d INTERNATIONAL TAX PLANNING " dno E gos. 
j| We can provide innovative solutions to your complex tax próblems. i isle of igi Parii AR AEE 
| We can assist you in setting up and managing a structure to help you: achi lieve a E-mail: economist world-mail.com 
| substantial tax Savings. TEL: +44 1624 815544 
| To receive our explanatory booklet on offshore and international tax I | FAX: «44 1624 817080 SE Li i PEE Senne eee ONS 


; SEHE: 4 ion, all f f obligation or | LONDON - RICHARD COOK, BSc 
planning and trusts or to arrange a discussion, all free of obligation o LII SEL Hm i dom 


charge, please contact your most convenient ICSL office. Alternatively, 1509002 CERTIFICATED 
visit our Web Site at http//www. ICSL. com. 


HONG KONG ~- Simon Haniey | LONDON " Peyman Zia 
te $852 2842 13177 rox 485225480550 — 1:444 171493 4244 fax +44 171 491 0605 
Emait: hk@ICSt. com Email: uKGICSL.com | 


SLEOFMAN~Diane Dentith AMERICAS - Paul Winde: 
h4 1624 801801 foc +44 1624801800 116499462828 rax +1649 94 fsh ation on 
Emaii: lom HICSL, com Emait tei iC SL. com —" www.ocra. com 
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OUTPUT, DEMAND AND JOBS Japan's GDP contracted at an annual rate of 3.3% in the | 
second quarter; it was 1.8% lower than a year earlier. American industrial production 
jumped 1.7% in August, its biggest monthly rise for 14 years, thanks to the end of the Gm strike. 
It was 3.1% up on the year. Italy's unemployment rate rose to 12.4% in April. 
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COMMODITY PRICE INDEX 


are suffering from the lowest pork prices 
for several decades. Sales of pork to Russia, 
once a major export market, have ground 



























































European Union pig farmers | 





$6 change at annual rate 
GDP erie uode, g eden " % rate to a halt, and sales to Asia have also fallen | 
3 mthst 1 year 1998 1999 3 mths? 1year 1 year latest year ago sharply. At the same time American pig 
Australia *31 «39Q 430 «27 +65 +420) +28 81 Au 87 | farmers are expanding output aggres- 
Austria | m «42Q +28 +29 -136 «25 Mar — «34 Mw 45W? 44 sively. The Americans hope to dislodge 
Belgium +58 +4601 +28 +27 na + 6.1 jul + 4.6 Mar 136 Aug 141 Denmark from its position as the world's | 
Britain ?wW" $250 942 * 1 +21 nil jul +2 9 Aug | 62 yis ES i leading pork exporter. Two Danish abat- 
ere < : - z : ^ : n : — ete Si A i  toirs, Danish Crown and Vestjyske 
Denmark - T. ^ 3. 1 + + - 18. * jun - lun .3 Jul . 
France +28 +3092 +29 +28 +42 4 53 jun 4€ 52) NEm. 125 | Slagterier, recently announced a merger to | 
Germany *€04 +170 425 927 «40 «25M +120 £109 ag 123 form Europe's largest meat-processing _ 
Italy -04 «25Q 421 +28 —07 442 5.17). 124a» 122 | Dusiness. And the German government 
Japan -33 -18Q -17 +04 -M5 - 9.2 Ju - 38 iun 41) — 34 this week announced measures to help 
Netherlands +28 «34qQ +36 «33 * 03 +35 Jun + 16 Apr 41 ag 56 | Struggling pig farmers, including 
Spain 437 +3791 +38 + 37 +43 + BÀ jun na 186w? 27.0 DM200m ($118m) of cheap credit. 
Sweden +78 «410 429 430 +80 +71 hn ë *31 | 73 ag 85 
Switzerland +13 «22Q «20 +20 na 4103Q* — | — *29). 3.4 Auge 50 - 1990-100 % change on 
United States +16 «3602 +33 +22 -18 +31 Ag — ^ 4 7.6 jun 45 Ag 49 Sep Bth Sep 15th* one one 
*Not seasonally ! Average of latest 3 months compared with average of previous 3 months, at annual rate. tNew senes. $May-Jul, claimant count dm a . month year 
rate 4.6% in August. * *Jun-Aug . Dollar index 
, All items 89.3 S. — 22. = 216 
PRICES AND WAGES America’s producer prices fell 0.2% in August and were 0.8% down | zoa — ioogs œi 735 ..-239 
on the year. Britain's rose only 0.5% over the same period, the smallest 12-month increase | industrias > =. 
since 1967. Britain's consumer-price inflation fell to 3.3% in the year to August. France'salso | i 792 74 -02 -190 
fell, to 0.7%, as did Spain's, to 2.1%. Swedish consumer prices were unchanged on the year. Nta' 90.9 895 - 30 -18.1 
Metals 72.1 703.24 XV —-195 
% change at annual rate The Economist poll Sterling index 
Consumer prices* consumer prices forecast Producer prices* Wages/earnings — | All items 961. Aa - ES . 52 
3mths! 1 year 1998 1999 3 mths? 1 year 3mths! — 1 year Food 1086 - 1046 - 72 -275 
Australia +24 +07 a £11 622 #13 +11 92 +05 +28 92 Industriais rir 03 
Austria nil + 09 Jul £11 415 -30 -09 Aug na AN o Le: All 85.3 826 - 36 -229 
Belgium * 17. +04 Aug +13 4 16 +09. - 01 kn +33 +230 |  Nfa* 97.9 954 - $3 -219 
Britain +27 +33 Aug +31 427 - 04 +05 Au a 73 A226 —] MGR 716 748 14 -236 
Canada +19 + 10 x +12 +18 +12 «03 wi +24 +26 un | SDRindex E 
Denmark +25 +18 wl +20 +26 -04 -05 w +50 +42 fæ | Allitems 89.0 86.1 58 -221 
France nl + 0.7 Aug +09 414 -20 -07 wun +18 424 Apr Food 100.6 970 - 75 -244 
Germany +21 +08 Aug +11 14 -58 -35 Aw na + 17 Wn Industnals 
Italy +12 + 1.9 Aug +18 +20 -13 +03 WJ 21 +21 — Als à 790 X 766 - 39 -196 
Japan +04 - 0.1 wl +03 -03 +28 -02 Au na -02 un Na! — 907 885 -66 -186 
Netherlands - 08 + 17 Aug +22 +23 -28 -12N +30 +31 | _ Metals 71.9 694 - 17 -203 
Spain +23 +21 Ag +20 +24 -12 -O2mm +32 «269 =| Gold | a COPS re 
Sweden na nil Aug +06 +11 —27 ——14/M +39 +22 Ma* | $peroz 286 95 28970 +16 - 97 
Switzerland ni + 0.1 Aug +02 +09 -18 -19 Ag na +05 1997 | CrudeollNorthSeaBrent 
United States +23 417 wl +17 +24 *01 -O08 Aw +37 +42 Aw | $perbare — 1307 1314 + 78 -301 
*Not seasonally adjusted ' Average of latest 3 months compared with average of previous 3 months, at annual rate. * "New senes | * Provisional "t Non-food agriculturals à — d 
ETHE COST OF MOTORING Taxes ac- 
count for a large proportion of petrol Petrol 12 
prices in most countries: in only two Q3 1998, $ per litre 
countries in the chart, America and New Other 19 
Zealand, do they make up less than half of yet 
the price of a litre of premium unleaded as 
fuel. Taxes also explain most international 
variations in prices. The highest pre-tax 
eom > s 06 
price in the chart (Austria’s 30.2 cents) is 
less than two-thirds greater than the low- 
est (France's 18.5 cents). But the top price 9^ 
after tax (Norway's $115) is more than 
three times the lowest (America's 33.3 = 
cents). Thanks to cheaper oil the dollar 
price of petrol has in the past three years 


fallen in most countries. The exception is 
Britain, where tax increases have helped to 
push up prices in dollar terms from 84.9 
cents a litre to $1.08. 
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PREFER RINT TETTE 


FINANCIAL INDICATORS 





—————————————— 
| B SHAREHOLDINGS America’s econ- 
| omy is more vulnerable to falling share 

prices than Europe's. American house- 


STOCKMARKETS | Wall Street had a revival, rising 2.9% in the week to September 16th, 
largely on hopes that the Fed will soon cut interest rates. Tokyo fell, as did European stock- 
markets. Madrid was down 5% on worries about Spanish banks’ exposure to Latin America. 





EE ee i iiie ie | holds’ shareholdings were worth 143% of 
1998 2s des ed Dec 31st 1997 disposable income in 1997, according to 
Sep 16th high low week year high in local in$ the OECD and Salomon Smith Barney, an 
Ausrala — 15532 18814 zas: ca  — 47—— mmy tems | American investment bank. The equiva- 
Australia 2,5532 2,8814 24582 + 04 - 47 villi 24 -112 lent figure for Germany was 19%. So when 
Austria 1,1458 ^ 1,6286 1,1248 - 50 - 163 -M60 = 915 - $9 | : 
Belgium 32224 36321 24050 = 25 4354 -i113 + 332 ais | Share prices fall, American households’ 
Britain 52917 61790 5,0688 - 04 + 56 -144 + 30 + 50 | Wealth takes a bigger hit than does that of 
Canada 5,906.1 7,822.3 5,5307 + 06 - 144 2288 . — 118 -162 | German households. And that means that 
Denmark 636.4 778.8 636.4 - 30 + 43 -183 =< 59 - 0! | American consumer spending—and thus 
France 2,376.3 2,799 7 1,873. 1 - 10 +240 - 15.1 + 222 +296 | America's economy—is likely to slow 
48580 61714 40873 - 36 +21.1 -213 + 143 *?15 | down by more than Germany's. 
Italy 1,281.4 1,654.4 1,053.2 - 34 + 36.2 -225 + 21.7 «287 | 


14,197.7 17,2643 ator =. 28 - 103 


Netherlands 1,027.3 1,315.6 892.0 - 46 +144 -21.9 








13,915.6 








- 358 ~ 19.7 





+ 124 * 19.5 
Spain 720.4 947 6 632.6 - 50 +198 ~ 24.0 + 139 * 20.8 
Sweden 3,016.8 3,955.6 2,853.1 - 51 - 40 -237 * 06 * 21 
Switzerland 6,717 3 8,412.0 6,062.1 - 13 +21.0 - 20.1 $522 *122 
United States 8,089.8 9,338.0 7,539.1 + 29 + 26 - 134 Pc 43 + 23 
World* 995.0 1,143.0 896.5 + 16 + 53 -12.9 * 62 + 62 


"Morgan Stanley Capital International index includes above markets and eight others, in dollar terms 
WR — 
MONEY AND INTEREST RATES Investors increasingly seem to expect deflation in Japan: 


ten-year government-bond yields fell to a record low of 0.76% on September 16th. America's 
broad-money supply growth edged up to 9.4% in the year to August. 





Money supply* interest rates % p.a. (Sep 16th 1998) 
% rise on yearago over- 3-mth money market banks bond yields Eurocurrency 
narrow broad latest year prime gov't? corporate  3mths bonds 
Australia +95 +64 mu 5.02 4.95 4.60 875 527 5.95 5.00 5.07 
Austria +22 +11 wn 3.38 3.54 3.50 650 428 na na 7.75 
-16 +455 mn 3.44 3.48 3.52 725 426 586 350 377 
Britain +58 4103)! 7.00 7.38 722 850 512 575 738 542 
Canada 4115 448 565 5.20 2.93 750 524 641 544 519 on equity as % of disposable income, 1997* 
Denmark na +53 wu 435 4.80 3.67 675 460 715 466 460 ED CERE CE. Se 
France 485 445) 3.38 346 3.35 655 413 442 353 374 
+50 442 wi 342 3.50 3.29 505 3.97 411 356 3.70 
4124 495 x 5.19 5.00 6.63 788 449 488 494 406 
Japan *80 +39 Ag 0.20 0.32 0.48 163 097 0399 020 (061 
Netherlands +61 «84. 357 3.24 331 525 412 463 331 376 
Spain 4109 413 wi 482 4.30 5.17 700 438 474 423 3.84 
Sweden na +54 w 4.10 4.19 4.12 464 468 5.04 424 448 
Switzerland +52 +12 pl 13 1.56 1.44 338 286 3.17 ar 235 
United States -0.1 +94 Ag 5.8) 5.34 5.49 850 486 664 5.69 4.67 


T Ten-year bond rates (United States 30-year 5.25%, Japan No. 182 0.7696). 


“Narrow: M1 except Britain MO, broad. M2 or M3 except Bntain M4. Sources: Banco Ambroveneto, Banco Bilbao Vizcaya, Belgian Bankers’ Assn, Chase 
Manhattan, CA IB investment Bank, Commerzbank, Crédit Lyonnais, Credit Suisse First Boston, Den Danske. Deutsche, Generale, JP Morgan, Paribas, Royal 
Bank of Canada, SE-Banken, Svenska Handelsbanken, WEFA Group, Westpac, Datastream ICV. Rates cannot be construed as banks’ offers 





TRADE, EXCHANGE RATES AND RESERVES America’s current-account deficit ballooned to a record $186.4 billion in the year to the 
second quarter. Japan’s 12-month current-account surplus widened to $112.4 billion in July, its highest since November 1995. Its visible- 
trade surplus rose to $117.5 billion, the highest since March 1996. The dollar's trade-weighted value fell 1.5% in the week to September 16th. 


Trade balance*, $bn Current account, $bn Exchange rate Currency units per $ Currency units Foreign reserves? $bn 
latest latest 12 latest 12 mths trade-weighted' Sep 16th year ago per per per per latest year ago 
month months Sep 16th year ago £ DM ecu euro$ 
Australia -O54u  - 28 - 16.2 Q2 78.2 90.5 1.69 1.39 2.83 1.00 1.92 1.96 14.0 Jul 15.4 
Austria — 0.40 May$$ - 57 - 33 Ww 103.9 102.5 11.9 12.4 19.9 7.03 13.6 13.8 20.8 Jul 21.6 
ium + 087 jan + 116 + 13.5 Mar 103.7 102.2 34.9 36.5 58.5 20.6 398 40.5 19.9 Jul 16.1 
Britain - 2.37 wn -271 - 02a) 102.6 99 5 0.60 0.62 - 0.35 0.68 0.70 31.1 May 35.5 
Canada + 1.05 jun + 123 -= 13.1 Q2 78.2 845 1.50 1.39 2.52 0.89 1.72 1.75 22.3 Jul 19.4 
Denmark + 007 May + 30 + 05 Q2 106.9 104 3 6.45 6.73 10.81 3.81 7.36 7.50 17.1 jul 16.4 
France + 2.50 hn + 294 + 38.3 Jun 107.3 105.2 5.67 5.94 9.51 3.35 6.47 6.58 36.5 Apr 30.2 
Germany *7312M 75] + 0.5 Jul 105.6 103.2 1.69 1.77 2.84 - 1.93 1.96 79.1 Jul 78.0 
Italy + 2.30 wn + 273 + 29.1 May 76.7 76.4 1,671 1,726 2,800 988 1,907 1,944 42.5 jul 47 9 
+ 978 wi 4117.5 +112.4 Jul 112.8 127.9 135 120 226 797 154 155 206.4 iui 2243 — 
Netherlands + 1.13 wsj$* + 162 + 22.1 Q4 103.2 101.6 1.91 1.99 3.20 1.13 2.18 2.21 22.4 Jul 25.9 
Spain - 1.60 un  - 195 + 64 Jun 717 771 144 149 241 84 9 164 167 68.0 ui 646 
Sweden +156 il + 175 + 5.3 wn 82.9 87.0 781 7.60 13.1 4.62 8.91 9.06 12.7 Jun 14.3 
Switzerland +013 Ap + 02 + 22.1 Q2 108.4 106.5 1.39 1.45 2.34 0.82 1.59 1.61 34.3 iul 342 
United States -20.92 jun -2197 -186.4 Q2 109.5 105.1 - - 1.68 0.59 1.14 1.17 60.7 Jul 55.1 


*Australia, Britain. France, Canada, Japan and United States imports fob, exports fob. All others cif/fob. ' 19903100. Bank of England. tExcluding gold, IMF definition 
SForward rates for delivery January 1st 1999, calculated by J.P. Morgan. §§Not seasonally adjusted 
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EMERGING-MARKET INDICATORS 


M III Imm 
E AFRICA’S ECONOMIES Africa's GDP | ECONOMY Argentina's GDP growth slowed to 6.9% in the year to the second quarter. The 
grew 3.3% last year, down from 4.6% in Czech Republic's contracted 2.4% in the same period. In August consumer-price inflation 
1996 and barely above the rate of popula- slowed in Hungary and Poland but edged up in Israel. China's 12-month visible-trade sur- 
tion growth, according to UNCTAD. | plus shrank slightly in August; Taiwan’s increased. 

Growth is set to slow further this year be- 

















| 
cause the prices of commodities, Africa's | pp ena numer tetest 12 months, $on. „Foreign reserves, $on 
main exports, have collapsed in the wake heroes apron Ris nsec ees ies 
of the Asian crisis. Growth rates differ | China + 68 Q +79 mgs - 14 10 +46.0 Aug — 4297 1997 140.6 ul 126.0 
widely among African countries. Angola’s | HongKong -50% -40o + 32» -155  - 6119 965 mi 817 
j GDP grew 8% last year thanks to booming | India — ; + 50 19» 17 wl + 124 un - 7.6 hs - 6.2 1997" 240 wi 26.3 
T diamond exports and post-war rebuild- | Indonesia - 62 q* - 300 + B12 Aw +19.2 kn - 2.1 Q 18.0 Jun 20.3 
fi ing. War-torn Congo's GDP contracted by | Malaysia - 68 a2 - 8.0 wi + 58 w + 7.8 wu - 48 1997 197 May 26.3 
ee 7 | Philippines -12Q -105 4 + l05Ag  -— SAM - 380 90 wn 98 
5%. South Africa's economy, the conti- Singapore + 16 % 2€24. engue «12M +144 Q2 71.97 May 80.47 
l nent's biggest, grew by only 2.2% last year | SouthKorea -66% -129m + 69 +2789  +281m a51 ag 319 
f and may not grow at all this year. | Taiwan + 5.2 Q > 3 24 ju + O4 Aug "4 69 Aug «550 836 Ju 88.8 
| | Thailand - 04 w: -119in + 76Ag BAM +290 260 mi 294 
| Argentina + 69 Q2 + 27 ag + 11 Aug - 57 wi -11.2 Q1 225 Ww 19.6 
Brazil + 1.1 9) - 04 wi + 41 - 68 Aug -325 Q2 702 hi 58.8 
| | Chile +540 +09m + 5249 -33m -SEQ 15.1 nm — 170 
ih Colombia + 57 Qt + 19 May + 18.9 Aug - 32 te - 5.6 1997 87 mi 99. — 
he |! Mexico + 43 a +70 un + 155 ay ~ S200 -13.1 a 317 » 246 
7 | Venezuela + 5.1 1997 na + 364 Aq 95M» + 60 1997 114 uu 13.0 
A | Greece * 35 1997 + 6.8 May + 5.0 Aug -17.9 Mar - 48 ma 187 hm 15.4 
Israel «200 £074 + 3249 - 6.7 Ag -310 214 ha 18.0 
Portugal 43719» 4092 + 31 Ag -104 my — — 7.3 dn 156 jun 15.0 
, South Africa +0402 -40m + 664 £15.  - 190 43 w 42 
m Turkey — + 260 «10M + 81400 -224 M = 1.8 nn 256 i 16.4 
Czech Republic - 24 9? + 6.1 Jul + 94 Aug - 28 m ~ 16 Q2 114 Aug 11.2 
s Hungary «490 +160m + 354g -15m — - 11M 10.2 Mw 84 
te a + 650 + 6.1 Aug + 113 Aug -11.6 m - 39 wi 243 we 19.4 
| Russia - 45 M - 94M «21549 «i9 334 138 i 202 
*Estimate. "Includes gold. 1'Visibie and invisible trade balance SNew senes. Year beginning April 1st 








ccc ee AEEEEECEDE 
FINANCIAL MARKETS Latin American stockmarkets soared on hopes of IMF assistance 
and a cut in American interest rates. Sao Paulo shot up 19.5%, Mexico City rose 7.8% and 
Buenos Aires was up 5.9% in the week to September 16th. Jakarta plunged 10.7% on fears that 
the government planned to introduce currency controls. Istanbul plummeted 18.2%. 












































ya Currency units Interest rates Stockmarkets % change on 

My per $ perf short-term Sep 16th Dec 31st 1997 
E^ Sep 16th yearago Sep 16th % p.a. one in local in $ 
1 week currency terms 
[e China 828 829 139 696 13318 +52 + 58 4 58 
IK. Hong Kong 775 774 13.0 10.08 7,860.7 -06  - 2&7 - 267 
a India 42.5 36.4 712 9.00 3,138.7 413. = 142: .= 208 
i indonesia 11,200 2970 18,770 52.50 290.9 -107  Á- 276  - 645 
$. Malaysia 380 300 6.37 766 394 0 «11-37 = 32) 
a Philippines 438 335 734 12.25 1,176.5 42 — 321-42 
| Singapore 173 1.51 2.89 421 9468 +69  - 38! — 396 
South Korea 1,376 909 2,305 10.50 3132 -49.—— 188 2 28 

| Taiwan | 346 286 57.9 6.65 6,972.5 * 11  - 148 = 195 

| Thailand 40.8 359 68 3 12.00 218.7 $922 MS. SE 907 

Argentina 100 1.00 168 25.20 368.6 +59 - 464  - 464 

Brazil 118 1.09 198 39.69 6,760.0 4195. - 37 - 373 

Chile — — 465 — 415 780 |. 1774 3078 - 14  - 358 -395 

Colombia 1520 1,239 2,547 34.67 800.1 ni  - 441 - 523 

Mexico - 10.06 7.76 16.9 43.97 34147 +78  - 347  - 476 

Venezuela 589 496 986 60.62 2,940.5 +42 = 660 - 709 

| Greece 290 280 486 13.54 2,222.8 +04 + 502 + 470 

Israel 383 349 642 787 294.1 m. 4 t c5 

Portugal 173 180 291 427 4,748.8 -29 + 256 + 332 

South Africa — 612 468 1025 21.69 5.009 5 $03 — n 382 353 

Turkey 275,710 170,820 462,062 75.00 2,127.0 “182 = 384 = S37 

Czech Republic — 308 334 516 13.68 380.5 -39 < 232 .« 135 

| Hungary 220 195 369 16.80 4,501.6 -M2  - 437 - 478 
Poland - 359 3.46 60) 18.06 12,454 3 = 31. —2 15] = 465 

Russia 12.75 586 21.37 11.00 58.9 - 45 - 852 = 930 


Sources: Nationa! statistics offices, central banks and stock exchanges; DatastreanviCV; EIU; Reuters; Warburg Dillon Read, 1 P. Morgan, Hong Kong 
Monetary Authority; Centre for Monitoring Indian Economy, Bank Negara Indonesia, Malayan Banking, Phihppines National Economic and Development 
Authority; Hoare Govett Asia, FIEL, Baring Securities, Mernil Lynch; Bank Leumi Le-traet, Standard Bank Group, Akbank; Bank Ekspres; Deutsche Bank, 
Russian Economic Trends 
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King Abdul Aziz 
(Ibn Saud) 





National Day of the 
Kingdom of Saudi Arabia 


IN THIS, THE 66th ANNIVERSARY OF THE ————M———— 
FOUNDING OF SAUDI ARABIA, WE ALSO rte 
CELEBRATE THE CENTENARY BY THE ISLAMIC 
CALENDAR OF THE RECAPTURE OF RIYADH BY 
THE EXILED YOUNG IBN SAUD. 
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Described by Chambers Encyclopaedia as “the outstanding 
Arab ruler of his time”, Ibn Saud had the vision to bring 
together the tribes of the Arabian Peninsula in order to 


forge a single kingdom, founded upon strict adherence to 


Islam. 


Banished was I from the heart of Arabia, 
Riyadh my home, had been stolen by others; 
banished was I, and my father and mother, 
brothers and sisters, deprived of our birthright. 
Sadness we felt for the years that denied us 
the feel of the sand of the Nejd in our hands. 


Kindness we found in Kuwait beyond measure 
but kindness alone could not cure the pain 

of living in exile, a life without pleasure. 

for pleasure, not nurtured in honour, will wither. 
| knew from the earliest years of my living 

that I must return to the place of my birth. 


They told me that only my death would await me, 
(but fear is a far harsher master than death); 

they warned of the dangers of crossing the desert 

but it was the desert had given me breath. 

They asked how a lad could recapture a city, 

when put to the sword what my pride would be worth: 
| asked how the seed, lying dry in the sand, at 

the first taste of rain can emerge from the earth. 


"Who will ride at my side on this perilous venture"? 
Who will risk life and limb to expel Al Rashid" 
Sixty answered my call, young and brave, one and all. 
"With all of our strength, we will give what you need; 
we will stand by your side when the battle ts joined 
until each of us falls - or Rivadh is freed." 


It was not for the glory we rode from Kuwait: 
we held faith as our shield and justice our sword. 
| sought to regain the land of my fathers 

but in all | deferred to the will of the Lord. 

We rode towards Riyadh with banners unturled, 
putting trust in the God who created the world. 





For 


urther information, contact: Ministry of Information, PO Box 570, Riyadh 11161 + www.saudinf.com 


Through a cold Ramadan we encamped in the desert: 
we fasted one month in the village of Haradh. 

far away from the eyes of those who might think 

that folly could lead us to try to take Riyadh. 

When the fasting was over, | summoned my kinsmen: 
without hesitation they answered my call. 

Like shadows that slip over sand dunes at sunset 

we gathered in silence beneath Riyadh's wall. 


On that night long ago, when the time came to act, 

I| knew in my heart what it was to be free: 

the greatest good fortune in life for a man ts 

to know he has reached for the best he can be. 

Whatever might follow that cold, moonless night. 

we would know we had fought for a cause that was right. 


| chose from my band a mere handful of men; 
each one read the risks from the look in my eyes. 
We scaled the walls under cover of darkness: 

we watched for the sun to put light in the skies. 
Outnumbered, we knew that our hope of success 
must depend in the end on our use of surprise. 


In a fight it is true if vou strike off the head of 

a man or an army, the battle is won. 

We few faced a garrison ready to crush us; 

such odds left no question what had to be done. 

The fate of the Amir of Riyadh was sealed. 

He must die for the wounds of Al Saud to be healed, 


When Ajlan, the Amir, appeared in the open, 
we struck as the lion descends on its prey. 

Bin Jelawi forced open the gate of the fortress; 
the rest of the brothers then joined in the fray. 
The garrison knew that resistance was futile: 
Al Saud had returned to its home on that day. 


Looking back through the decades, the taking of Riyadh 
was merely one step on a path, hard and long. 

After many a battle, | put all my heart into 

building a nation, devout, proud and strong, 

with justice its sword and faith as its shield, 

in the land where the message of God was revealed. 
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Boeing is a world leader in satellite systems for guidance, surveillance and communications. Globa 


Positioning Satellites built by Boeing provide pinpoint location accuracy anywhere in the world. Ou 


yg ral Sore sp EUD moves OUDILO 9 ipfogmariop for leadine businesses arose North Americ: 





OF 66,228,400 FEET. 


And our participation in satellite-based communications systems, such as Teledesic and Ellipso, will 


bring affordable broadband and telephone transmissions to completely new markets. Boeing is the 


future of flight. And that includes space. For business opportunities in space, contact www.boeing.com. 








Sometimes the answer to an obvious problem isnt found in 


obvious place. The editors of the Economist Intelligence Units Healthc 
international reports will testifv to that. 

Each quarter they uncover new trends and technologies in 
most unlikely places. The US Army is a fine example. 

With 8 million people to care for, costs are as critical here as tl 
are in civilian medicine. However, the army, unrestrained by pati 
litigation, has been able to forge ahead with the development 
technology that spreads expertise and saves time. 

The introduction of video conferencing allows consultants ba: 
in one country to examine patients in another. 


Sophisticated "telepresence equipment enables specialists 





rform not only tests by remote control but delicate surgery as well. 

And home diagnostic systems using telephone or cable television 
es permit at-risk patients to monitor themselves, avoiding the 
stly and time-wasting routine of hospital check-ups. 

Clearly the potential for such technology in civilian medicine is 
ormous, but if it had not been for Healthcare international civilian 
"dicine might still not have known about it. 

It is one of many reports published by the Economist Intelligence 
uit. For further details of them all, simply visit our website at 
p://www.eiu.com or call Amy Ha in Hong Kong on (852) 2802 7288 
Lela Abdullah in Singapore on (65) 536 2240. “The Economist 


They are just what the doctor ordered.  #&lligence Unit 
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A NEW AIR TRAVEL E 


On 13th September, 1998, a 
very special MEGATOP 747 
took olf from Singapore 
Changi Airport on our first 


round-the-world flight that 





began a new chapter in air travel. 


First, Raffles and Economy Class customers 
can now enjov new levels of comfort, cuisine and 
entertainment with the transformation of our 


inflight and ground service. 


SPLENDOUR 
First Class customers can experience our new 
personalised ground service as soon as they alight 
from their cars at Singapore Changi Airport. They 
are now greeted and escorted into our new First 
Class Reception, an elegant lounge where their 


check-in is taken care of by our Premium Service stall. 


On board, Singapore Airlines has created 
the world’s most exclusive First Class cabin, 
hosting no more than 12 customers in our 


unique and luxurious seats; crafted to meet the 





highest standards of comfort, spaciousness and 


pine ELEGANCE 
Upholstered in soft Connolly leather and trimmed Ralfles Class customers will be delighted by tl 
with burr wood, the seats feature the world's largest sophisticated new cabin which exudes an ambience 


I4-inch. personal video contemporary elegance, specially created by Givencl 
screens. And for a great = | 
Phe generous seat pitch and recline on t 
night’s sleep, built-in air 3 

. plush new Italian-designed 
mattresses inflate as the dad : 
i i seats" give a first class feeling 
seats transform into flat 
of unparalleled comfort. 





beds, laid out with fresh sat 
à ; Singapore Airlines has created the world's most exclusive | he seals also feature the 
linen and soft, down- First Class cabin 


n world’s first adjustable privacy 
filled duvets. 


screens and. as in our First Class, 


Dining in First Class is now an even more refined 
lap-top power supply. 


experience, with a restaurant style of service that lets 





customers eat as and when they please, on elegant Economy Class customers 


i | The 14" KrisWorld screer 
serviceware by French design house, Givenchy. will also enjoy a refreshing new — is simply the biggest in the s 


* Available on MEGATOP 747 aircraft only and being fitted progressively. * * Many of the service enhancements are also available on our JUBILEE 777 and CELESTAR A340 fli 





ERIENCE TAKES WING. 


f | 





One of two MEGATOP 747s with the special livery designed to celebrate our service transformation 
vironment and an increased level of personal comfort more than 60 entertainment options. Enjov the biggest 
seats that offer added support, with footrests and show in the sky, in every seat, in every class. 


ljustable winged headrests. e 
lhese outstanding enhancements can now be 


DINING AND enjoved aboard all our MEGATOP 747 flights.'" 
ENTERTAINMENT 


For more than a quarter of a century, 
| customers in all classes are served our exclusive T : 
|; lasse " | our exclu Singapore Airlines has provided a standard 

w World Gourmet Cuisine, created for Singapore si TN 
ol inflight service even other airlines 
rines by a panel of internationally celebrated chefs. ""- a 
| talk about. They'll now have even more 


The superb dishes are accompanied by fine to talk about. 


nes selected by our panel of Masters of Wine. 
r the first time, Economy Class customers will singapore Airlines. Now more 


yoy a free flow of champagne. than ever, a great way to fly. 





And Kris World, the world's most advanced in First Class, there is 
a choice of Dom Pérignon or 
rsonal inflight entertainment system, offers Krug Champagne SINGAPORE AIRLINES 





http://www. singaporeair.com 













-dynamics: 
exploring 
new horizons 








The euro dawns, bringing the biggest 
transformation to global financial markets in 
our lifetime. Major investors, corporates and 
financial institutions turn to Deutsche Bank as 
a knowledgeable and trusted partner to help 
them profit from new opportunities — and avoid 
the pitfalls in a rapidly changing environment 


Euromoney has awarded Deutsche Bank 
"Best Bank in the euro zone" and "Best Bank 
in Western Europe”. We are also the leading 
universal bank in the euro zone by asset base, 
capital and market capitalisation. We listen to 
your needs and risk preferences and provide 
innovative and profitable solutions — using our 
breadth of experience backed up by our 
powerful balance sheet 


Whether your interests are financing or 
investments in the debt or equity markets, 
strategic or risk management advice or 
consolidation of financial activities, 
Deutsche Bank covers the full spectrum 


of your global financial needs 


Think euro, think Deutsche Bank. 


xt Deutsche Bank [/] 
regulated by SFA for the conduct of investment business 
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Letters of resignation 


Si&—In calling for President Clin- 
ton's resignation you fail to grasp 
that, in America, nothing is more 
important than the integrity of 
the constitution. 
moral high ground—to which 
many have rushed to judge and 
condemn Mr Clinton's con- 
duct-lies a higher peak: the 
framers design for our govern- 
mental system. 

Since our earliest history, pres- 
idents have. withstood withering 
attacks on their characters 
because the framers wanted it 
that way. They wanted a strong 
but flawed executive rather than 
a weak pillar of virtue, too easily 
buffeted by the other branches. 

George Mason, a framer, 
thought impeachment necessary 
to remedy "attempts to subvert 
the constitution”. Kenneth Starr's 
report fails utterly to state legiti- 
mate grounds for impeachment. 
A majority of Americans intu- 
itively understand that when Mr 
Clinton's transgressions — are 
placed in that higher, sacred con- 
text, the constitution requires 
that MrStarr'ssingle-handed cru- 
sade to topple the presidency 
must fail. 

If, in our fatigue, we give upon 
a strong presidency by calling for 
Mr Clinton's departure, we will 
only compound the damage 
already done to it—in a lasting 
and irreparable fashion. America 
must not feed on itself to satiate 
those who high-mindedly draw 
attention to their moral indigna- 
tion by proposing unwise 
notions. America has a mature 
constitutional system that sur- 


Above the 


The Economist, 25 St James's Street, London ‘swia IHG -FAx : 


vives bumps and shocks but 


always preserves the principles 
on which it was founded. For that 
reason above all else Mr Clinton 
should and will continue to the 


completion of his term. 
"Washington, JEFFREY 
DC CONNAUGHTON 


Sir—I was extremely disheart- 
ened to receive the issue with a 
wanted poster of Bill Clinton on 
the cover (September 12th). Is 
there nowhere I can go not to 
have this ridiculous and irrele- 
vant story shoved down my 
throat? I feel even more let down 
by you than by the president. 

As john Kenneth Galbraith 
once said to William F. Buckley, 
after being rendered speechless 
by something he had said: “Iam 
shocked, Bill, over the years you 
have said many things with 
which I disagree but never have 
you said anything so...so...irrel- 
evant.” That sums up my feelings 
about your coverage of this silly 
story. I just do not care about it. 


Birmingham, 

Michigan ALAN LAPPIN 
Dn eu AU al uL i eS NM 
On the road 


SiR—Your account of Singapore's 
policies to control traffic conges- 
tion (Commuting survey, Sep- 
tember 5th) is inaccurate. Singa- 
pore did start by using pricing to 
reduce congestion in "a tiny geo- 
graphic area", but this area was 
the central business district. We 
have since extended it to cover 
expressways and intend to 
extend it to ring roads and other 
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congestion spots as well. . 

The new policies have not 
lengthened trips for bus com- 
muters. They have reduced traffic 
congestion markedly, increased 
traffic speeds and given bus com- 


muters, who far outnumber | 


those who drive, smoother and 
faster rides to work. 

The article also mocked Singa- 
pore’s “technocrats” for being 
outsmarted by the markets after 
they banned resales of car-own- 
ership certificates. The govern- 
ment did not believe that resales 
caused high certificate prices. It 
banned resales to show the pub- 
lic that they were mistaken to 
believe this and to make the 
scheme more politically accept- 
able without compromising its 
economic principle. We were not 


surprised that the market found — 


ways round the ban. 

Road pricing does not “waste 
energy" by encouraging people 
to drive. We have found small 
usage-charges remarkably effec- 
tive in controlling congestion, as 
you concede when criticising 
high licence fees for keeping city- 
centre streets empty. The prob- 
lem only arises if we depend too 
heavily on fixed, up-front charges 
which depend on usage. With 


electronic road-pricing we are 


increasing usage charges and 
lowering ownership taxes. This 
makes the congestion controls 
more effective without raising 
the total cost to road users. 
Finally, for the record, the 
glass walls on Singapore’s MRT 
subway platforms are installed 
only in underground stations. 
They are to save on air-condition- 
ing costs, not to prevent suicides. 
Lim E£ GUAN 
Ministry of 
Singapore Communications 


SiR—You say that people “want” 
to live in single family, car- 
dependent, suburban develop- 
ments and drive everywhere. 
Why is it, then, that housing in 
denser, transit-served neighbour- 
hoods is so much more expen- 
sive? If you had questioned the 
assertion that people want to live 
in suburbia you would have dis- 
covered that massive govern- 


ment subsidies and incentives, ferei 
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encourage “denser, transit- and. 
~ development, 
u urprised where 
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SiRg—Your scepticism about. the 
high costs of congestion is right. 
Still, a lot can be done to reduce 
delays and you underestimate 
the beneficial effects of many 
minor traffic-management mea- 
sures: better junction design, co- 
ordinated traffic lights, enforce 
ment of parking restrictions, . 
quicker responses to accidents 
and information to users. There 
is no panacea but combinations 
of measures make a difference. 
Pricing can be one of these. With- 
out it, solutions will often be 


harder and less efficient. 
ME Jack SHoRT 
Eupen Conference of 
Paris Ministers of Transport 


Sir—You flippantly conclude 
that we will soon all be tending. 
toa car-borne multimedia centre 
while stuck in traffic. You ignore 
the fact that, according to the 
Department of Transportation, 
average commuting speeds in 
America are up from 28 mph (45 
kph) in 1983 to 33.6 mph in 1995. 
The explanation is that most 
commuting is now suburb-to- 
suburb. Cities have adapted to 
the car but the adaptation has 


been much more benign than the 





doomsday focus suggests. 

Los Angeles PETER GORDON 
HOPED Re scat casas ae ce cenit asec a 

Clothes-lines 


Sig—You: claim ‘that Benetton’ S * 


Egyptian franchisee has snapped | 
up Libya (August 15th). As the sole 
Benetton franchisee in Benghazi, 
Libya, Sadik Sons Enterprises 
conducts its business directly 
with Benetton in Italy. The Egypt- 
ian franchisee has no involve- 
ment in our market whatsoever. 
Furthermore, our products are. 
manufactured i in Italy, whereas. 





are man factired locally and 
although f a FEF dcum. you 


ranging from expensive infra- in 


structure to significant 


this money were instead used to 


breaks, have a lot to do with it If — Li 
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OF SHARED 


enefits 


The organisation : 

Our client is a £multi-billion global leader in 
financial and business services. They have built a 
truly international reputation for business process 
outsourcing and work with blue chip clients 
throughout the world. : 


Expanding global demand : 
Growing demand for outsourcing services has led 
to the establishment of shared service centres on a 
global basis. Supported by dedicated, leading- 
edge systems and specialists with in-depth 
knowledge of business processes, re-engineering 
and change management, these centres provide 
top tier clients with tailored solutions to their 
finance, procurement, real estate, HR, and 
applications business processes. 3 
A unique opportunity | 
The role is a particularly enticing one with the 
remit to create and maintain outsourcing centres 
around the world, ensuring they operate and serve 
client requirements effectively and efficiently. As 
a member of the Executive Board, the role offers a 
. tange of demanding and commercial challenges. 
. Key amongst these will be: the development and 
. implementation of operations strategy; leading and 
overseeing the operations; directing the _ 
development of both effective systems and human 
resources, and ensuring that there is constant 
operational improvement throughout the centres. 





As with any successful organisation there will be 
frustrations and challenging timetables to meet. 
Working for our client is no easy option but will be 
enormously demanding and intellectually stimulating. 
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RVICE 


International role, based in London 





About You I 
You will have had senior level international 
management responsibility for service delivery, 
covering operational disciplines such as finance, 
HR or procurement in a blue-chip organisation. 
You will have had at least 15 years’ experience in 
large scale and multi-centre staff management and 
are likely to be at Board level or equivalent Partner 
level in a professional firm. You will also have had 
experience of change management/business 
integration and ideally, exposure to broader 
commercial disciplines such as sales and 
marketing. The service centres are international 
and this role will therefore demand extensive 

travel and personal commitment. 








In terms of personal qualities, this high profile role 
will demand strong leadership skills and drive 
with the vision, resilience and desire to focus on 
and achieve total service quality. 


Next Step 


Interested? Then send your details, quoting 
reference J/1946, to our advising consultant, 
Judith Richardson. Alternatively, if you would like 
to discuss matters in confidence first, please call 
her on 0171 939 2248. 


Executive Search & Selection 
PricewaterhouseCoopers 

Southwark Towers 

32 London Bridge Street 

London SE1 9SY 

Fax 0171 378 0647 

E-mail: judith.richardson@uk.pwcglobal.com 
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Intellige t Solutions 


Carl Bro Management works with organisations and companies to 
enhance their ability to operate efficiently and profitably in a market 


based economy. 


The company has a turnover of USD 10 million. Of the 65 permanent 
staff, 45 work at the headquarters and 20 on long term projects. 


Major institutional 
development Banks. 


cdients include Danid 


a, EU, IBRD and regional 


Carl Bro Group is an international consulting firm. Based in Europe, 


the Group has more than 2 


As Director, you will spearhead 
the continuing professional and 
strategic development of Cari 
Bro Management, primarily in 
donor-supported markets, altho- 
ugh initiaitives financed by the 
private sector will also be 
emphasised. You will be respon- 
sible for developing new produ- 
cts and services and for further 
developing Car! Bro Manage- 
ment's strong profile in the mar- 
ket. 


You possess the following 
qualifications: 


e strong business skills, 

e an academic degree in 

management, economics, 

HRD, institutional develop 

ment, or similar, 

e solid consulting background, 

e international experience in 
generating and manading 
senior evel projects in several 
developing countries, 

æ proven track record of delive- 

ring quality services and pro- 

jects that exceed the clients’ 

expectations. 


www.caribro.dk 





needs 


Director of Carl Bro Management 


The Carl Bro Group has an exciting opening for a dynamic executive 
to head its Management Division. 


000 staff at 50 offices th roughout Euro- 
pe, Africa and Asia. Operating within a framework of social and ethi- 
cal responsibility, we challenge ourselves to deliver projects on time, 
within budget and of the highest quality. 


Our business philosophy is rooted in the established principles of 
commitment to our clients’ 
combining skills in our eight integrated areas of expertise - Trans- 
portation, Building, Water & Envirc 
industry & Marine, Energy, Agriculture and Management - we seek 
to create intelligent solutions that combine visions with reality. 


and to technical excellence. By 


ment, information Technology, 


In addition, you are a team-ori- 
ented, creative and strong mana- 
ger who understands the impor- 
tance of assisting and motivating 
consultants so that they can excel 
and achieve their goals. 


The position offers an attractive 
remuneration package and plea- 
sant working conditions at the 
modern Group Headquarters in 
Copenhagen. 


We offer an informal environ- 
ment of highly talented and 
motivated professionals that 
include economists, social scienti- 
sts, bankers, and HRD/ID experts. 


Please apply no later than 15 Oct- 
ober 1998 to René Kjærsgaard- 
Nielsen, Managing Director, Cari 
Bro International (rkncbi@car- 
Ibro.dk). 


Direct your enquiries to Jannick 
B. Pedersen, Global Sector Direct- 

(ibpcby@caribro.dk) or to 
Michael Engvold, Head of Institu- 
tional Department, (mevman@ 
caribro.dk). 


Carl Bro & 


intelligent Solutions 


Carl Bro Group, Granskoven 8, 2600 Glostrup, Denmark. 
Tel: +45 43 48 60 60. Fax: +45 43 48 66 60. 










to work in a challenging environment: 





Head of Policy and 


Research Department 
c. £50,000 pa - 


The Wellcome Trust, the largest medical research charity in the 
UK, is seeking a new Head for its Policy and Research 
Department. This department provides analysis and briefings on 
all aspects of biomedical and science policy to the Governors, 
Director and senior staff. It undertakes research on 
ae and other aspects of research output and funding. 

It also monitors publications, public policy and research across 
Wellcome Trust areas of interest and helps in the development 
and implementation of the organisation s corporate strategy. 






You should have a strong policy backgrount senlor level, 
probably in science, science policy, public. health. medicine or. - 
higher education and a good understanding ot policy | 
development, corporate planning and the interface with public 
policy. Experience of managing a team ts essential together with 

a proven background in the production of policy advice to 
decision makers. 





For further information and details on how to apply, please call 
Lynne Letts on 0171 611 8593. Closing date for applications: 
Monday 12th October 1998. | 


APPLIED ECONOMETRICIAN 


With financial market background 


Unique opportunity for young Applied Econometrician 


* ‘To identify and implement quanütative research on 
financial market issues, in particular the modelling 
and forecasting of exchange rate developments, 


* To disseminate and promote the: results of this 
research to clients, including market-relevant 
recommendations. 


Qualifications 


* Advanced university degree in economics, with 
special knowledge in econometrics ( particularly co- 
integration) and international macroeconomics, 


* Excellent writing and communication skills in 
English. Knowledge of other purtpeen languages. 
would be an advantage. . 


Please send a copy of your cv a covering letter 
The Economist, Box Ne. 4085. 
25 St James's Street 
Pone SWIA 1HG. 
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Central London 
A competitive salary package commensurate with this senior position in a high profile voluntary sector 
organisation will be offered. 


_ This is a rare opportunity for é an experienced senior executive to lead the British. Red 
. Cross into the next Millennium. P 
_ Are you that person? 


- British Red Cross is a leading member of the Danos Red Cross and Red Crescent Movement. It is bound to act at all times TH 
ments Fundamental Principles of Humanity, Impartiality, Neutrality, Independence, Voluntary Service, Unity and Universality. Since its fo 
863, the Movement has worked to relieve human suffering, during armed conflict or other emergencies. 


97 the British Red Cross was granted a new Royal Charter by | Her Majesty The Queen, and is now a single registered charity with 69 Brauche 
rating throughout the UK, Our volunteers, gren and staff provide skilled care to vulnerable people in crisis both at home and overseas withou 
rimination or question. 































he organisation is at a crucial point in its long loo Having iiid a radical restructure, we are now poised to meet the challenges and opportu 
of the new Millennium. As Chief Executive you wii Leno an exciting, challenging and diverse role and will need to be highly motivated, creative anc 
energetic. ——— 


Reporting to. thë newly formed Board of Trustees, you will be responsible for the strategic management of the organisation, leading a senior team of | 
dedicated. ofessionals in striving to fulfil our vision as the ‘certain sign of hope in crisis’. | 


|. You shoul be educated to degree level with at least: 10 years’ relevant experience, which will enable you to work in a diverse environment with. peopl 
EEENM 3 senior kh government, voluntary, statutory and priva bodies. You will work confidently with the media and enjoy working with donors and. m 
TE | 1 levels. 











| 100 iillion annual turnover, a volunteer base of 90 DOO and 3,000 employees, you will ensure that the organisation develops its resources 
| effectively i in delivering services to a high quality staridard. 


& are this | person, and you want more information, please contact: Joan Coyle, Head of. Human Resources, British Red 
9 Grosvenor Crescent, London SWIX 7EJ. Telephone no. 0171 235 5454. Please quote reference no. JC/E. Shortlisted 
li be: requested to attend an Assessment Centre. The closing date for application i is 16 October 1998. 


“i Cross i is an equal opportunities tapis 





"Caring for people in crisis 


y when m can influence it? 


- £28, 000 - - £45 000 | 


Economics is central to the work f HM Treasury, and plays a pivotal role in helping to improve the performan S i 
of the national economy. As an Economic Advisor, you will be at the very heart of policy making and strategy, md. 
. your influence upon issues of national and international importance cannot be underestimated. 


Our job here as Economic Advisors i is to pull together the various strands of policy-making, providing A iniste 
with all the data and expert analyses they need to make critical decisions. It is the sheer challenge, stimul 
consummate responsibility of this aspect of our work which makes our job the ultimate role for people. who wa 
to make a difference in economic policy. | 


Dealing with micro- or macro-economic issues, you will progress and develop high. profi ie projects rel atin j | 
directly to key governmental. objectives - often liaising directly at ministerial level. Front-line anie is the d 
essence of these roles. DET 


In addition to a good Economics. degree and preferably a Master's qualification; you wilt need at least fee years’ 
professional economic analysis experience. You will need strong analytical abilities, and developed critical _ 
faculties. And you will need superlative interpersonal, teamworking and communication skills, together with. NEN 
_an ability to identify and distill important issues rapidly and the flexibility to cope with competing demands. RO o 


These appointments are offered on a three year fixed term basis with the possibility of extension or conversion t m 
permanency. 


For more details and an application form (to be returned by 19th October 1998], write to Capita RAS, Innovation Court, 
New Street, Basingstoke, Hampshire RG21 7JB, or telephone 01256 468551 (24 hours) or fax 01256 383786/383 787. 
Internet: http://www.rasnet.co.uk/ Please quote reference 83925. 


An equal opportunity employer | C A P I T A 





HM TREASURY 


eit 
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are the premier financial institution in the Asian and Pacific Region. 


£ 


We 


POVERTY ECONOMIST/ 
SOCIAL SCIENTIST 
The World Bank is seeking a highly qualified Economist/Social Scientist, 
with specialized experience in the areas of poverty reduction and human 


development for the Poverty Group, Poverty Reduction and Economic Management 
Network based in Washington D.C. 


. Duties and Accountabilities: 
The selected candidate will develop a work program focusing on the intersection between 

| public institutions and poverty, addressing, in addition to the (traditional) issues of efficiency 

and equity in public economies, the issues bearing ou why institutions succeed or fail to 

' reach the poor in particular societies. Specific duties will include: 

- Working on both economic and institutional issues bearing on public service delivery. 

- Contributing to related analytical work especially in the context of structural adjustment 
and access of the poor to public institutions. 

- Improving the information base for monitoring the outreach of institutions for the poor. 

- Establishing effective parmerships with other relevant Networks, Units and organizations 

within and outside the Bank. 


Selection Criteria: 
- Ph.D. in economics or other social science with a minimum of five years. experience. 
- Strong quantitative skills and experience in quantitative analysis of bouschold data sets. 
- Recognized intellectual leadership in service delivery and poverty reduction. 
- Ability to handle cross-cutting issues such as public economics, institutional aspects, and 
household survey analysis. 
- Strong written and oral communication skilis in English: knowledge of other languages 


The World Bank offers an internationally competitive compensation package including 
expatriate benefits. Qualified candidates should send a detailed curniculum vitae, including a 
list of publications, and quoting the Job Code PREM/PO by October 12, 1998, to: 


HRNS4, Room MC 4-368 1818 H Street N.W., Washington D.C. 20433 
Fax (202) 522-2230; E-mail: precruit@)workdbank.org 

Women are strongly encouraged to apply. Please note that only shortlisted candidates will 
receive correspondence. Candidates with strong qualifications will be placed on our active 
roster for a year and may be contacted at a later date for consulting work/other openings. 


‘CHIEF 


Qur staff come from over 40 member countries of the Bank. 


The International Irrigation Manageme nt itate (UMD seeks a | 
Management Scientist, to be based in Sri. Lanka, fori its. Global Program on 
Policies, Institutions and Management. - | | 





HMI is an autonomous, non-profit international research institute supported 
by the Consultative Group on: international Agricultural Research (CGIAR) | 
and headquartered in Sri Lanka. I[MI's mission is to improve food security 
and the lives of poor people. by fostering sustainable increases in the | 
productivity of water used in agriculture through better management of 
igation and water resource Systems. | 


The main responsibilities will involve: planning and managing research in 
cooperation with partners on water resource institutional issues, publishing - 
results, and providing technical advise to water: managers and policy makers. 


Applicants should have a Ph.D. degree i in. a management or social science or d 
public administration; a candidate with a Ph.D. in any other discipline with 
excellent experience and demonstrated research capacity in management and 

institutional issues would also be considered. A least five years of 

experience in water resource management, half of which is in developing. 
countries, a capacity for research and publications in intemational journals, a 
capacity for working in interdisciplinary and multicultural teams with a - 
willingness to travel, a strong background in quantitative analysis and 
computer skills and experience in management or management consulting is 
highly desirable, Excellent English writing skills is necessary; proficiency 
















The World Bank, 





ffice of 


The Office of Computer Services (OCS) is one of 23 


' departments/offices at the Banks headquarters in Manila, 
| Philippines. The Office is responsible for the centralized planning, 
operation and control of information technology (IT) systems and 


services to meet the Banks needs. The Chief, OCS reports to 
the Banks President through the Vice-President (Finance and 


_ Administration). OCS has a staff strength of 14 professional 


(including the Chief) and 76 supporting staff. 


As part of its ongoing information systems and technology strategy 
implementation, the Bank is focused on the migration of its old 


| mainframe-based information systems to a client/server environment. 
- Several client/server applications have been developed using 


Sybase and SQL Windows. An integrated information systems 
package is being acquired to replace a major portion of the old 
systems. A number of document management systems have been 


| "implemented on Lotus Notes and cc:Mail. The e-mail system is 
under consideration for replacement. 


. A Bankwide network is in operation which consists of Ethernet 
. segments supporting over 2.000 workstations and Token Ring 
.' networks servicing around 60 different servers. The network is 
.. accessed by all staff, including those in about 15 field offices who 


access through leased line links. Novell Netware and Windows NT 


- gre used as its network operating systems, and TCP/IP and IPX/SPX 
.. as principal communication protocols. The standard software for 
.. workstations are MS Windows 95 and Office 97. Important server 
|: Software platforms include OS/390, Windows NT, and various flavors 
“ef UNIX. The entire network infrastructure is in the process of a 
"significant consolidation and upgrade. 

Send CV and cover letter by fax or mail quoting Ref. No. 98-33, by 10 October: 1998 to: 

HUMAN RESOURCES DIVISION LA 
ASIAN DEVELOPMENT BANK 


P.O. BOX 789, 0980 MANILA, PHILIPPINES 
Fax: (63-2) 636-2550, http://www.adb.org 








in other languages, especially French, is desirable. 


Salary and benefits are competitive with those of similar intemational 
institutions and benefits include subsidized housing and education, annual 
home leave, a personal car and an excellent retirement and health package. 


Please forward a resume, list of publications, and the names and 
addresses of three referees to the Director, Finance and. Administration, 
HMI P. O Box 2075, Colombo, Sri Lanka. Fax (94-1) 866854; E-mail: 
d.governey € cgnet.com Applications will be accepted until 1577 
November 1998, 


HIMI is an equal opportunity employer and wishes to further diversify its staff 
group in terms of both gender and nationality 

















































The Bank is seeking applications from candidates who have: 


vV Extensive experience in managing a medium to large IT 

department which is comparable with OCS in terms of size and 

complexity of IT resources and activities - Experience as a Chief 

or Deputy Chief Information Officer in a multilateral development 

finance, government or similar institution is preferred; 

Strong organizational skills and technical leadership; 

Strong interpersonal and communication skills - both written and 

oral; 

¥ Strong familiarity with — client/server-based information . 
technologies and systems in general, and specifically with the . 
network, server and workstation platforms used in the Bank, — 
including groupware, e-mail and Web technology software; 


vV/ Clear vision on institutional IT requirements and good | 
understanding on general technology trends and product CT 
directions in IT industries; 
Ability to work in a diverse multi-cultural environment of the | 
Bank; and E 
Strong academic background, preferably with a graduate degree - | 
in computer science, business administration or related fields, f` 
and 15 or more years. of relevant experience in iT fieids. 


We offer internationally competitive- remuneration paid in US dollars 
(normally free of tax, however the. Bank is not liable to reimburse any 
tax amount due on Bank income as determined by candidates' 
national authorities) and an excellent beriefits package. Women are 
actively encouraged to. apply. 


KS 





« Only shortlisted candidates wil be notified 
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PROGR ON AM ASSOCIATE. 


Population Council is seeking two experienced reproductive - health rescarch 
essionals to become part of its global family planning and reproductive health 
rations research (OR) program, FRONT IERS. Based in Nairobi, Kenya, the 
bents will work in close collaboration with: service delivery orgánisations in the 
ublic and private sectors in East and Southern Africa; USAID Country Missions; 
ISAID Cooperating Agencies and other technical assistance and donor organisations. 
hese Program. Associate positions will form part of a global team responsible for 
evelopi gand implementing OR studies which address key repróductive health 
< ihese issues may include: improving access to and quality of family planning 
y underserved populations; HIV/AIDS prevention, with a focus 
Th and HIV/AIDS services into MCH/EP services; postabortion 
Xerhood; and non-health interventions that enhance the reproductive 
These positions will require regular travel throughout East and 
| or at least 30% of the time. 






































date must possess a Doctoral degree in a social, health or icd science; or 
D/MBBS and a Masters degree in social or health science and a minimum of three 
ars experience in operations or applied research into reproductive health issues in 
-Saharan Africa. Demonstrated ability to design experimental research studies, 
lect and analyse quantitative and qualitative data, and write reports and papers of 
Iblishable quality. Good understanding of the information needs of reproductive 
health policy. makers. Practical experience with using research findings to influence and 
guide service delivery policy and implementation. Excellent computer skills for word 
processing, data analysis and data presentation. Fluency i in English required. Fluency in 
Swahili an asset. Salary commensurate with experience. Excellent benefits i package. 






















a The Population Council is an international, nonprofit, nongovernmental i institution 
|} that conducts biomedical, social science, and public health research. and helps build 
(| research capacities in developing countries. 
|. Please send resume to the attention of ; 
Mr. Benjamin Bilbao, Personnel Coordinator/ TEES 
Population Council, One Dag Hammarskjold Plaza, New York, NY 10017, 
FAX: (212) 755-6052, E-mail: jobs@popcouncil.org. - 


An EOE Employer. We encourage applications from females and minorities 


Landell Mills. 


CHIEF EXECUTIVE 


f Landell Mills is an international consultancy firm which advises clients 
in developing countries on sustainable natural resource management, 


“| economic development and market oriented activity. Following a change | 


[in ownership and the retirement of its Executive Chairman, a Chief 


cutive is required to take the company forward as it expands and | 


develops i in new directions. 


P You will strengthen the donor-funded core business, add work for the 
-$ private sector and build new business in countries where the company has 
knowledge and networks. You will be required to: 


.| € manage the business to achieve financial objectives 

`F lead and inspire the team 

`} © contribute personally to securing important new business 
fe develop business strategy and plans for growth. 





‘ou will preferably have an MBA or masters in a relevant. discipline, and 
_| should be able to demonstrate: 

| © successful experience in management consulting, selling services, and 

| managing operations in developing countries and transition economies 
-$ © proven ability to motivate, develop and manage others 
] © strong orientation towards profit and achieving goals with flair and 

|] imagination 
|| © effectiveness at developing business and marketing strategies 
| * knowledge of EU, World Bank and similar institutions. | 
| Please write by 19 October, attaching a full cv and details of current salary 
| package, to The Chairman, Landell Mills Limited, Bryer-Ash Business Park, 
-Bradford Road, Trowbridge, Wiltshire BA14 BHE. Fax: +44 (0) 1225 753678. 


; ` Please mark your application: ‘Chief Executive Selection’, or email direct 
to: John.dexter@ landeli-mills.com 
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| level (annual salary range US$52,176 to US$67,827 
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AGRICULTURAL POL] 


The U.S. Agency for International 
is secking to fill a Trade and Agri 
position within its Regional Cente 
(RCSA). The RCSA is based in Gat 
promotes regional integration thro 


















The Regional Trade and Agricultural 
provide technical leadership to US 
in Southern Africa on Trade and Agt 
he will take the lead in analyzing and stayi g ab 
trade agreements in place or being developed in the regio 
collect, analyze and serve as a source of information on 
Southern African trade, agricultural policy, food security- 
and regional cooperation trends and issues; assist in ` 
developing and managing programs related to market |. 
integration and agricultural policy; and recommend f. 
practical changes/adjustments to the USAID program | - 
taking into account the changing policy environment in the: v 
region. : 


QUALIFICATIONS 


The position requires a Master's degree in business, public 
administration, economics or a closely related fi led; a 
minimum ten years’ public/ uvae sector professional 
experience, with an emphasis on development; a minimum 
of five years’ strategic planning and project implementation 
experience in developing countries; previous experience | 
working with development organizations; good written and |. 
oral communication skills; computer skill with word | 
processing, spreadsheet and database management; and : 
being a good self-starter. l 


TERMS OF APPOINTMENT 


This will be a personal services contract with USAID f 
two years. The position is currently classified at GS. 





























However, USAID/RCSA hopes to have this increased t 
GS-14 (US$61,656 to US$80,151). Additional benefits 
will normally include children's education. allowances, 
housing and passages. 


Closing date for receipt of aned applications is | 
September 30, 1998. 


Questions and submissions should be directed to Martha | 
Zhou who can be reached by phone at (267) 324-449, 
FAX at (267) 324-486, or by e-mail to 
[mzhou@usaid.gov]. Postal address USAID/RCSA, P.O. 
Box 2427, Plot Number 14818 Lebatlane Road, |. 
Gaborone, Botswana. 


Further details may also be found on the internet at 
[ http:/ /www.info.usaid.gov/procurement bus opp/ 
procurement/psc solicit/] under solicitation numbe 
690.98.009 : 


Hoc 
















| : Social Action Programme i 
| Multi-donor Support Unit (MSU) 


APPLICATIONS INVITED * 
FOR THE 


POSITION OF HEAD, MSU 


The Government of Pakistan's Social Action Programme (SAP) aims at 

accelerated development of basic social services including elementary 

| education, primary health, rural water supply & sanitation and population 
welfare. A number of international donors are assisting the Government in 

this country-wide endeavour. 


































The MSU is a technical assistance unit established at the request of the 

Government to build the institutional capacity of the Federal and 

. || Provincial Governments in preparation, implementation and monitoring of 
.]| SAP. MSU is funded by a number of international donors and its overall 

: 1| administration is carried out by the World Bank's Field Office, Islamabad. 


The Head, MSU, is responsible for providing advice to the Federal and 
Provincial Governments, coordinating donor support for SAP, identifying 
areas where the Government requires capacity building assistance and 
providing this assistance directly or with donor support, thereby helping 
the Government improve the delivery of public sector services. The Head, 
. based in Islamabad, leads a team of multi-disciplinary professionals and is 
required to travel extensively within the country. 











The candidate for this position must have: 







* Post-graduate degree in social sciences, development economics or a 
related discipline from a recognized institution; 





Appropriate experience /training in management and/or institutional 
development; | 


* Minimum of 15 years of progressively responsible relevant work 
experience, 


* In-depth understanding of social sector issues and excellent grasp of 
cross-sectoral issues, especially in public sector institutional development 
and community development; 


* Experience in managing social sector programmes involving working 
with government, communities and NGOs; 


/li.* Experience in managing cross-sectoral teams especially in social sector 
development; 


: : rad Practical experience in managing programmes to build technical and 
n institutional capacity in social sectors development; 


_*. Experience in managing field based monitoring and impact assessment 
o surveys in social sectors; 


]i * Strong background in financial/administrative management; 
. * Strong communication skills, especially in report writing; 


| * Good understanding of and experience in the working of federal and 
ve, ` provincial governments and of international donors, especially relating 
- : to the programmes in social sectors. 


Experience in working in social sector programmes in Pakistan, and /or 
having international development experience in social sectors, with focus 
on EPUM participation and NGO involvement, will be an advantage. 


he duration of assignment is likely to be 3 years. Preference will be given 
! Pakistani nationals. Women are especially encouraged to apply. 


plication with detailed CV, at least three references, and copies of 
degrees /testimonials should reach the Human Resource Officer, the 
EN Bank Field Office, FAX # (92-51-279648), P.O. Box 
» Islamabad, Pakistan, latest by October 12, 1998. 





“Only short-listed candidates will be contacted. 


ÓÓ€————ÓÓÓ— —— ea Lemans 
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in many ways, in many: areas, -Booz-Al n.& | Es 
organizations around the world maximise their efficiency and [| 
performance; helping them. recognize and seize new. growth 
opportunities. Booz-Allen & Hamilton is recognized as an 
international leader in. providing. management and technology |. 
services to both government and in ustry. We are currently f 
expanding our Transportation Con ig Practice - Europe ~ to ~ 
better enhance management, eco estructuring, operations. 1 
improvement and systems. imtegrauon ervices to local and national > 
transport organizations. 4 














Opportunities exist for individua s with a bachelor's degree or- 

higher in economics, transport managemen or. ingineering, and 54 
years of senior-level transport consulti perience in urban |. 
transit, highway, airport, and freight rail industries. Specific areas of {> 
expertise should include: sus 




















Systems Engineering 
Economic Analysis 
Transport Service Planning 
Performance improvement 
Financial & Cost Analysis 
Operations Planning 


e €. @ 9*9? @ o 





As a high profile member. of the Booz-Allen & Hamiltori team, you. 
will receive a competitive salary, excellent benefits and a unique. | 
opportunity to make your mark in the industry. If qualified, please 
send curriculum vitae with salary levels to: Dept. 5004/MAM, Fax: 
(171) 393-3305. Attn: Belinda Hughes, Booz-Allen & Hamilton, 7 4. 
Savoy Ct, Strand London  WC2R 0EZ. E-mail: |. 


mathis_marci@bah.com. Equal Opportunity Employer. 





www.bah.com/wth/careers.htmi 


AFRICAN POPULATION ADVISORY Y COUNCIL (APAC) 
EXECUTIVE DIRECTOR 


APAC announces a vacancy for the position of Executive Director. She/he - 
will serve as the Secretary to APAC, be in charge of the APAC Secretariat, 
and work closely with APAC's partners. The Executive Director will be | 
posted in APAC's new office in Africa. 

Responsibilities: The primary function of the Executive Director will include: EE 

* Implementation, monitoring and evaluation of APAC's work program. 

* Engage in dialogue with governments, agencies, academic and other 
civic organizations on major population-related issues and on how APAC 
could help them in identifying the major population issues, ongoing E 
programs and projects; and potential for APAC "cpi in Y Miei 
activities. TER ones 


Organize and implement financial and hera resource à develópmónt | 
activities on behalf of APAC. 


| Criteria for selection: 
| *« Doctoral degree, or at least master's dcos loud in population 


sciences, public health, social science and/or social administration. 

At least 10 years direct technical and/or managerial work experience in - 
population and reproductive health, public health, social administration : 
and/or the nexus of population, agriculture and the environment, — 4] 
Proven effectiveness in leadership position, for most or part. of. his/her | 
professional career, at high. levels. in | national politics, general | 
administration, and/or. university work. 

Excellent written and oral communication skills i in English and French. 
Ability to deal with sensitive. ds ies with high: level. political a and 
government officials and non-gover i nizations, : 


Please submit applicators etie: ; 


Development Unit (AFTHD), 
Washington, DC 20433, Tel. (2 
E-mail: BGYEPIGARBRAH@WO} 


(26TH 1998 













IUCN 
The World Conservation Union 


ounded in 1948, IUCN-The World Conservation Union brings together 900 
es, government agencies and a diverse range of non-governmental 
organisations in a unique world partnership designed to ensure the integrity and 
ersity of nature. TUCN strives to be an equal opportunity Some and 
: applications from qualified women and men. 


RAISING & DONOR RELATIONS 


Headquarters, Gland, Switzerland 
ant Director General 


cial need to mobilise additional financial resources in a 
ronment, IICN is seeking to recruit a Head, Fundraising and 
ns. The object of the post is to develop a diversified and 

inding base to provide the income needed to achieve IUCN's 

as a Union. The Head, Fundraising and Donor Relations will lead 

c fundraising initiatives, and will advise and provide support to the 
‘tor General and senior managers at Headquarters and Regional and 

| ity: offi ices in their donor relations and fundraising efforts, — . 


i Requirements include a minimum of 10. years' experience in fundtàising and 
enue generation, including at international level, across Government, 
nthropic and private sectors. 


Full position vacancy notice http://iuen.org - Jobs IUCN | 
| or mol@hq.iucn.org — 


E : Interested candidates should apply before 22 October 1998 to: 


Director, Human Resources Management Division, 
IUCN-The World Conservation Union, | 
28 rue Mauverney, 1196 Gland, Switzerland. 
Fax: 41 22 999 03 39 
E-mail: mol@hq.iuen.org | 


: -A catalyst for change "m 


INTERNATIONAL 


dienpeacé International is the world's leading environmental campaigning organisation Asa 
op coordinating body of over 30 national and international offices world-wide Gireénpesoe i is at the 
“| forefront in placing environmental issues at the top of the global agenda. 


; We currently have vacancies for two issue Coordinators: 


Nuclear Campaign and Genetic Engineering Campaign 


achieve objectives concerning specified nuclear or genetic engineering issues by coordinating a 
‘world-wide team of academic researchers, direct action and political campaigns to c: and 
implement strategies. 


T Job descriptions: 
cf * To review and establish annual strategic objectives in cooperation with senior Bali and 
international campaign staff, the international political advisors and international actions 


intaintig an overall perspective on the civil nuclear, nuclear disarmajnerit/proliferation and 
el rgy issues (for nuclear); maintaining an overall perspective on food production, agriculture 
(for genetic engineering); preparing annual proposals and budgets and achieve 
jectives within approved budgets and time-lines. 
am of intemational. campaigners and coordinate teams of national staff. 
* NGOs and governments in cooperation with political advisors. 
" To plar prepare and. implement issue related training for staff. 


‘Qualifications: k 


: 3 r University Degree in at least one of the following areas: Nuclear energy, Disarmament (for | 


Nuclear); biology, agriculture, food production (for Genetic Engineering). 

Have extensive knowledge of the issues mentioned above in their political and economic 
context. 
Multi-year experience required based on combination of education and work kennel 
Proven excellent leadership ability and able to work in a multi-cultural team with highly 
motivated people. 

^ Excellent time management and budget planning skills. 
Good communication skills, both written and spoken. 


T wh i PN are invited to send a CV with an accompanying letter of mere - Human 
iF Résources Department, Greenpeace International, Keizersgracht 176, 1016 DW Amsterdam, the 
T Netherlands or email thatton@ams. gcns org hy October 9, 1998. 
Please visit our website on. 
http/www.greenpeace.org | 
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DU 


INTERNATIONAL DEVELOPMENT LAW INS 
INSTITUT INTERNATIONAL DE DROIT DU DEVELO 
Rome, Italy 


seeks to recruit . s 
FRANCOPHONE LEGAL 
(Program Legal Cou 
IDL is an international intergovernmental organization pr 


assistance throughout the developing world and in Central 
supported by the international donor community, . 


Under the direction of the Deputy Director and. Head. ok Pr 
multinational legal training team, the incumbent will be ex 


Design, manage and facilitate highly participator: ho 
programs, both in Rome and in requesting countries 
and officers; 


Carry out assessments of country or sector-specific trai 


Provide solo training in areas of expertise; identit 
develop exercises and casestudies: i 


Contribute to the promotion and Aa o of 
countries and the private sector; 


Carry out such other functions and responsibilities asthe 


SA iFICATIONS AND EXPERIENCE 
Law degree with a minimum of 5 years of chanics expe 
law, banking and financial law, environmental law (or s a 
institute's activities). 


Recent experience in legal or judicial reform initiatives in develop 
countries would be a plus. Ability to work in a team, in an iiri 
under pressure. 


French at a mother tongue level essential with working knowledge 
work and teach in Arabic. 


SALARY RANGE: from US$ 50,000 to US$ 52,000, tax-free, plus s st 
internationally recruited staff. 


DURATION: indefinite appointment possible upon successful cumplan ah a pro 
ENTRY ON DUTY: January 1998 = 


send curriculum vitae before October 15 to the Personnel Officer: .—— 
Ann Dehiin, DU, Via-di San Sebastianello, 16 00187. Rom italy 
Fax: (3961. 678-1946, E-mail: adehlinglidli.org. . 
(Piease insert the resume in the message. Do not send as a 


Only shortlisted candidates will receive an acknowle dgér 


established to carry out eeu aaa research rite i PPRA) t advice to the 


| Government. 


KIPPRA is seeking to recruit a highly qualified and experienced individual to de ü dh 
position of Executive Director. Reporting to the Board of Directors, the Executive Dire 
will oversee the orderly establishment of this new Institute to enable it to: rapidly ! 


. credibility and effectiveness. 


The idea! candidate for this highly re position will have an outstanding € 
academic achievement, at least 15 years of pertinent senior management experience | 
economic research, policy and analysis, and a deep understanding of development issues 
in East Africa in general and Kenya in particular. He/she should have exc 
judgement, impeccable communication and analytical skills, and the ability to swa 
decision makers on the appropriateness of public policy recommendations. from 
institute. 


The Executive Director will be the leader responsible for recruiting and developin ja 
highly motivated team of macroeconomists, development, ane and agricultural 
economists, social scientists and analysts in various fields. He/she will also be responsible: 
for providing the overall management, forward planning, direction, motivation, and 
control of the Institute. | 


For this challenging position, KIPPRA will offer a competitive remuneration T to : | 
the right candidate. ` 


Applications, including a detailed Curriculum Vitae, day and evening contact telephone. | 
number and current remuneration information should be sent by 23rd October, 1998 to: | 


The Director, 

REF: ED/AWG/98 

Executive Selection, 

Deloitte & Touche, 

Kirungli, Ring Road Westlands, _ Ex 
P.O. Box 40092, NAIROBI. ARDET 
Fax No: 254-2-448966, 
swkmcsQdtti.co.ke 





“It's good to be home again.” 


All you have to do to make the Four Seasons Hotel Tokyo feel like home is to stay with us once. We'll soon knon vour favourite 
newspaper, your preferred wine and that special pillow that lets you sleep like a baby Every night we'll 
collect your shoes for their customary and complimentary polishing and in the morning we'll wake 


you with a breakfast that would please vour mother, and press your clothes while vou enjoy it. 


FouR SEASONS HOTEL 
: Tokyo ZA ALL AO 


All this and a smile to remind you that when your business day 18 over we || be here to 


welcome you home again. For reservations, phone your travel counsellor or call us directly. 


10.8. SEKIGUCHI 2-CHOME, BUNKYO-KU, TOKYO 112, JAPAN. TEL. (813) 3943-2222 X, (813) 3943-2300 WEB SITE: www.lourscasons 
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Japan's amazing ability 


HEN you are falling, the most vital 

thing you want to know is how far 
away the ground is. Is the current financial 
turmoil the beginning of a nightmarish de- 
scent? Or could the bottom be somewhere 
near, making the experience a bruising one 
rather than threatening life and limb? Ever 
since its troubles began earlier this decade, 
such questions have played a crucial role in 
the stagnation and recession in Japan, the 
world's second-biggest economy, and by far 
East Asia's largest. In turn, since East Asia's 
own turmoil began just over a year ago, Ja- 
pan's inability to answer them has added 
greatly to that region's fears and to the 
world's, helping the trouble to spread to other emerging mar- 
kets and then to developed ones too. This week, the Japanese 
government displayed a degree of chaos and confusion over a 
supposedly "radical" bank rescue plan that would have been 
comic if it were not so serious. As a result, the location of the 
ground remains a mystery. 

Japan is not the only ground-locator during this difficult 
period for the world economy, but it is one of the more im- 
portant. The reason derives partly from its economic size, 
though that is mitigated by the fact that imports and exports 
account for only a tenth of that vast GDP. It is also a matter of 
timing. While America was booming and with Europe recov- 
ering, slow growth in Japan could be borne with equanimity. 
Now, with emerging markets collapsing and with many wor- 
rying that America could soon suffer a recession, a revival in 
Japan is coming to matter more. Finally, the nature of Japan's 
troubles—a bankrupt financial system, combined with de- 
pressed consumer spending and falling prices—has fuelled 
fears, so far unfulfilled, that recession there could turn into a 
long-term depression, which would drag others down with it. 

On top of that, there is a pinch of political spice. Until 
recently Japan's government was admired for its effectiveness 
and skill, and Japan was the undoubted, if frustratingly diffi- 
dent, top power in Asia, after the United States itself. Now, 
with Japan's governing elite discredited and seemingly adrift, 
some surprisingly sympathetic eyes have swung towards 
China, with approving comments being made about that 
country's statesmanlike behaviour and its apparently effec- 
tive government. A worsening of Japan's economic plight 
risks turning mere admiring glances into a real switch of alle- 
giance. It might even risk turning the weary apathy of Japa- 
nese voters into unstable hostility, leading in new and per- 
haps dangerous political directions. 

If the bottom of Japan’s descent is to be found, and reas- 
surance offered to the world, every Japanese knows that two 
things are necessary. A painful and credible rescue needs to 
be launched for Japan’s banking system; such a rescue will 
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take time, but proof that it is vigorously under 
way would begin to reassure people that a de- 
pression was not likely and that their savings 
could safely be spent. Second, a combination 
of further fiscal stimulus and an aggressive 
monetary expansion is needed to revive do- 
mestic demand, adding to consumer confi- 
dence and buying time while the banking re- 
form is carried out. Every Japanese knows 
this, but Japan’s government seems unable, 
unwilling or too shambolic to deliver it. 

That, alas, was the message of the past 
week. First there was hope: the government 
seemed to have struck an agreement with the 
now-powerful opposition on a banking re- 
form plan. Then there was confusion: the government said 
the plan was one thing, the opposition quite another. The 
prime minister, Keizo Obuchi, flew to New York to meet Bill 
Clinton and said, profoundly, that he was “neither optimistic 
nor pessimistic”. But back in Tokyo, there arose a sort of semi- 
despairing hope: the plan is indeed a shambles and will not 
be implemented quickly, but the signs are that Japan’s shrink- 
ing economy is at last forcing the country’s politicians to ac- 
cept the need for reform (see pages 21-23). How nice of them 
finally to get round to it. 


Mr Greenspan's hints 


So Japan will not help matters much, or not very soon, but at 
least it will probably—just probably, alas—not make them 
worse. Meanwhile, Brazil hobbles towards a presidential elec- 
tion fighting to stem the capital flight that threatens its cur- 
rency; Russia remains Russia; multinational companies find 
their profits sliding (see page 69); and every day Wall Street 
traders look nervously over their shoulders, wondering 
whether the American equity market is merely going to “cor- 
rect" itself by the present 15-2096 from its peak, or whether it is 
destined to halve in value, or worse. 

On September 29th, that will be the awkward context in 
which the world's most powerful monetary-policy makers, 
the Open Market Committee of America's Federal Reserve 
Board, meet to discuss whether to cut short-term interest rates. 
Should they do so, to save the world and avert depression? 

If that were clearly on the cards, then cut is what they 
should indeed do. And not their usual quarter of a percentage 
point. If the aim is to shift market psychology, to ease the pres- 
sure on Brazil and other emerging markets and, if you like, to 
bring the ground closer, then something bigger and really de- 
cisive would be required, preferably co-ordinated with cuts 
in European rates. 

Although it is to be hoped that it won't, that time may 
come, perhaps quite soon. But it is not here yet, and such a 
dramatic, psychological weapon is something a wise central 
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banker would do well to keep in reserve for fear of wasting it 
or even of increasing the panic. An internationally-motivated 
cut that is at odds with the monetary policy merited by the 
domestic economy could also be dangerous at home and 
would endanger the cut's very credibility. This week, Alan 
Greenspan hinted to the Senate that that slowdown was hap- 
pening, and thus that a cut might be justified. But the data do 
not yet exist to back this hint (see page 82). 

The American economy may well slow soon, making the 
risk ofa small, slightly premature cut fairly small. That will be 


Germany's choice 


The best option is to stick with the centre-right, minus Helmut Kohl 


HE shortcomings of both the main contenders for Ger- 

many's chancellorship, the vagueness of much of their 
parties’ manifestos and the quirks of the country's electoral 
system all combine to offer Germans a hard choice when they 
go to the polls on September 27th. The party with the most 
coherent, consistent and radical set of ideas for putting pep 
into the country will be lucky to secure the 5% of the national 
vote needed to win seats in parliament. More awkwardly to 
the point, the average citizen's vote will probably serve to 
shore up one or other kind of hybrid government—of centre- 
left, centre-right or even of right and left in "grand coali- 
tion"—but the actual shape of that government will be more a 
matter of horse-trading among politicians than a reflection of 
voters' wishes. In other words, Germans cannot tell what sort 
of government they will really be voting for. That is a pity. 

In terms of policy, the best ideas are those ofthe Free Dem- 
ocrats, the economically and socially liberal party that has 
been a small part of German governments for the past three 
decades. The liberals would be Germany's most radical slash- 
ers of individual and corporation tax and of subsidies to ail- 
ing industries. They are the keenest to overhaul the EU's waste- 
ful farm policy and to go on selling off state assets. They 
rightly want to break down the country's system of nation- 
wide pay bargaining, link pay more closely to productivity, 
cut red tape and make working hours more flexible—all good 
ideas for loosening up Germany's corpulent economy, reduc- 
ing its social costs and labour-market stickiness. Germany 
needs these policies, and a strong voice to argue for them. Un- 
fortunately, the Free Democrats will be lucky once again to 
wield patchy influence in the shadow of a bigger partner. 

The ruling Christian Democrats proffer a raft of more cau- 
tious reforms with fairly similar aims. But Chancellor Hel- 
mut Kohl is an implausible reformer simply because, after 16 
years in power, he has done so little of what is needed. Partly, 
that is because the Social Democrats have used their majority 
in Germany's upper house to frustrate change. But partly it is 
because Mr Kohl has never been animated by economic re- 
form. Indeed, it was he who watered down a more convinc- 
ing set of ideas that his own "crown prince", Wolfgang 
Schauble, wished to put to the electorate. Whatever Mr Kohl's 
vigour in helping to unite Germany and create Europe's sin- 
gle currency, his government is now tired and listless. 

The Social Democrats, after choosing Gerhard Schroder as 


16 


tempting to many committee members: be seen to be going 
in the right direction, but not too riskily. Such a quarter-point 
cut is what markets seem to expect Mr Greenspan and his 
colleagues to agree upon. But so far, the resilience of the Amer- 
ican economy has often been under-rated. In the (welcome) 
case that it continues to surprise, a premature cut would in- 
crease the risk that the international argument will in future 
diverge sharply from the domestic one. Although that risk too 
is small, there is no gain to be had from taking it now. Better to 
wait, Mr Greenspan. 


See eS e —N a 
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their candidate for the chancellorship, at first showed off an 
attractive new image, less beholden to their trade-union back- 
ers, more friendly to business, in style more youthful and 
open than the Christian Democrats. A modern-minded non- 
party millionaire was heralded as their would-be supremo in 
economics. One of Germany's most forward-looking trade 
unionists was tapped to run the labour ministry. 

But as the campaign has gone on, the outlines of reformist 
policies have blurred, the party's most likely coalition part- 
ners, the Greens, have made some foolishly expensive prom- 
ises, and Mr Schröder has wobbled and waffled on a variety 
of issues from pensions to taxes. As Mr Schroder’s lead in the 
opinion polls has narrowed, and as businessmen and others 
have begun to turn against him, he has edged back towards 
his traditional supporters on the left. And the influence of his 
party chairman, Oskar Lafontaine, who bears the torch for the 
socialist old guard, promises to grow, should a red-Green tie- 
up prove strong enough to win an outright majority. 


Beware of grand coalitions 


Were Mr Schróder to win—and especially were he to win con- 
vincingly enough to be able to give short shrift to the Greens 
and his own left-wingers—he might turn out a lot bolder, 
tougher and more innovative than he now appears. But the 
facile opportunism of his campaign and the whiff of chanci- 
ness around him do little to inspire confidence. 

Many Germans expect that, regardless of how they vote, 
they will end up with a grand coalition. The best argument for 
that is that it might bring co-operation for reform, especially if 
Mr Schauble became chancellor and Mr Lafontaine his dep- 
uty; the combination of Mr Schroder and the Christian Dem- 
ocrats' able defence minister, Volker Rühe, might also prove 
effective. But grand coalitions do not necessarily bring action. 
They can just as easily bring fudge, confected by the lowest 
common denominator of the two big parties’ policies. And 
they tend to drive all opposition to the extremes, possibly out 
of parliament and on to the streets. Of all the realistic out- 
comes, another government led by the Christian Democrats, 
with help from the Free Democrats, would be the best for Ger- 
many, so long as Mr Kohl stepped down within a year or so to 
make way for Mr Schauble. Mr Kohl has served his country 
well, but it is time for him to make way for a new face. 


———— 
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The world's airlines are forming themselves into four huge 


alliances. Time to worry about competition 


HE excitement surrounding the launch this week of 

oneworld, an alliance linking five airlines led by British 
Airways and American Airlines, was excessive. In reality, 
these two, plus their old allies at Canadian and Qantas, had 
merely enticed a fifth, Cathay Pacific, into the gang. But more 
will follow, starting with Iberia. Star, an alliance bringing to- 
gether United Air Lines, Lufthansa and four others, has been 
operating for two years. Two other alliances are also growing. 
Soon just about every airline worth entrusting your life or 
your luggage to will be in one (see page 76). 

Does this matter? Yes: for the risk is that the airline busi- 
ness may be moving from one extreme, of regulation and 
state ownership, to another, of global consolidation—with lit- 
tle or no exposure to competition in between. Two decades 
after America began to deregulate, international aviation re- 
mains thoroughly rule-bound. Bilateral government agree- 
ments still support flag carriers and decide which airlines can 
fly where and how often. Over the past decade the system has 
been gradually crumbling, with more liberal bilateral agree- 
ments giving airlines greater freedom to decide their own 
routes and prices. Yet progress to the nirvana of “open skies" 
remains painfully slow and beset by obstacles, put up largely 
to protect flag carriers from competition. 

The biggest problem is limits on foreign ownership. This 
is often cloaked behind arguments about national security, 
but in truth it is old-fashioned protectionism. American laws 
that restrict foreign ownership to a quarter of an airline's vot- 
ing shares date back to 19th-century concerns over the mili- 
tary importance of shipping firms. In Europe, the limit is 
49%. Such rules block takeovers or mergers, inhibiting the 
establishment of pan-national groups. 

Yet groups are what airlines are crying out to form; hence 
the rush to alliances. And, although they sometimes com- 
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plain about flying on a different airline from the one they 
thought they were booked on, most passengers seem to quite 
like them too. Since Star got going, it has been taking custom- 
ers from British Airways; business travellers appreciate being 
able to transfer flights freely within an alliance; and jet-setters 
like frequent-flyer programmes that allow them to earn and 
burn air-miles on several airlines. 


Trust and antitrust 


But the main benefits of alliances clearly accrue to airlines, 
not their customers. Business-class fares have risen even faster 
since alliances became fashionable. Alliances do not deliver 
the welcome consolidation that happens in other industries 
such as cars or computers, in which the strongest and fittest 
companies survive and the weakest go under. Instead, they 
allow airlines to collude, protect weak ones from closure and 
hugely increase barriers to entry for newcomers, who cannot 
hope to match their global network of destinations. 

The trick that airlines have pulled to achieve all this is to 
win exemption from antitrust laws in exchange for their ac- 
ceptance of open-skies agreements. This is wholly pernicious: 
governments should enforce open skies without making anti- 
competitive concessions on the side. Increasingly, alliances 
amount to virtual mergers—indeed, it would be simpler and 
better if that is what they became. But either way there is no 
case for exempting such tie-ups from the full rigours of the 
competition laws. 

By all means let Star shine and oneworld prosper through 
offering seamless air travel to the world, if that is what the 
market wants. But if passengers are to benefit fully from the 
airline deregulation that is in train all round the world, they 
also need to be protected from what could all too easily turn 
into just another bunch of price-gouging cartels. 








Dr Mahathir’s noxious remedies 


Unless he quickly changes his prescription, Malaysia’s prime minister risks being 
remembered for autocracy and economic failure, not for his earlier achievements 


VEN a few months ago, comparisons between Malaysia 

and Indonesia could be dismissed as over-excited 
imaginings. Malaysia's economy, though creaking, was not 
collapsing. Corruption and cronyism, though serious, were 
far less extensive than in Indonesia. Racial tension, though it 
existed, was not expressed through raping, burning and loot- 
ing. The banking system, though over-extended, was not para- 
lysed by foreign debt. And the prime minister, Mahathir Mo- 
hamad, though criticised abroad, could point to a popular 
mandate from his party’s big victory in the election of 1995. 
Moreover, unlike Indonesia’s Mr Suharto, Dr Mahathir 
seemed to have solved the riddle faced by many strong lead- 
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ers: how to groom a successor without feeling threatened. 

But Dr Mahathir shares two of Mr Suharto’s failings: a ten- 
dency to gather all power into his hands alone, and a preoccu- 
pation with political survival at the expense of commonsense 
economic management. Time is short if he is not for ever to 
regret his failure to draw the lesson of Mr Suharto's reign: go 
while the going is, if not good, then at least better than it will 
become. Go while people remember your achievements, not 
when they blame you for the shambles you leave behind. 

Dr Mahathir is not under immediate political threat. He 
was probably taken aback by the support for Anwar Ibra- 
him—his deputy and, until recently, anointed successor— 
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whom he sacked on September 2nd. The demonstrations sur- 
rounding Mr Anwar's arrest this week were unprecedented 
(see page 27). Even many of those who distrust Mr Anwar have 
been shocked by his treatment. First a tame press, day after 
day, piled on allegations of bisexual promiscuity, spiced with 
insinuations of treason and corruption. Then he was arrested 
by masked riot police during a news conference. 

still, Dr Mahathirhas been here before. When he last faced 
a challenge within his own party, in 1987, 106 people were 
locked up. The result? As Dr Mahathir sees it, a decade of un- 
precedented economic growth, and a series of election vic- 
tories that seemed to suggest that Malaysians rather liked be- 
ing ruled by a toughie. He probably expects the same outcome 
this time. Western liberals will carp a bit, so will the Malay- 
sian intelligentsia, but Dr Mahathir will call an election, win 
it easily, and proceed to rescue the economy. 

Or will he? His recipe for economic recovery—stringent 
capital controls—may provide a measure of short-term stabil- 
ity, but only at the cost of postponing and making worse the 
final reckoning. Bad loans and investments do not go away, 
nor do they turn good by themselves if banks are kept afloat. 
Just ask Japan. Much has changed since 1987. Malaysia is not 
emerging from recession; it is entering what could be depres- 


Jeeves strikes it rich 





A hearty welcome for the return of domestic services 


NFORMATION technology and globalisation are the driv- 

ing forces of today's economies. Yet one of the fastest-grow- 
ing businesses in America and Britain is as low-tech and local 
as they come: domestic services. Ever more people pay others 
to do their housework, look after children and pets or even do 
their shopping. No time to cook? Marks & Spencer's ready- 
made meals make for an effortless dinner party. You can even 
hire somebody to wait in for the plumber (see page 76). 

Faced with this, some worry about a return to Victorian 
values, with the rich waited on hand and foot by the down- 
trodden poor. But the growth in domestic services should be 
cheered, not feared. Today's economy is different from the 
19th-century one. 

Before the first world war, when rich folk employed cooks, 
butlers, housekeepers and coachmen, domestic service ac- 
counted for one-sixth of Britain's workforce. As wages rose, 
and vacuum cleaners and washing machines made chores 
easier, the number of servants slumped. Even so, were it 
counted properly, housework would still be the world's big- 
gest industry: some studies suggest that it could be equivalent 
to more than 50% of measured GDP. 

The expansion of domestic services is being driven by 
three things. One is quite Victorian: growing inequality. But a 
second is more women in the workforce, raising demand for 
services that substitute for housework. The third is that many 
higher-paid professionals are working longer hours, and do- 
ing fewer unpaid hours of work at home. A lawyer is (presum- 
ably) more productive in court than putting up shelves at 
home; exploiting this comparative advantage makes sense. 

This may also explain why longer working hours seem 
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sion. Dr Mahathir has more power now. He has seen off vari- 
ous checks on his constitutional freedom of action. The au- 
thority ofthe traditional rulers, the sultans, has been reduced. 
The independence of the judiciary is widely doubted. He has 
faced down political Islam. As interior minister, he controls 
the police. As finance minister, he has his hands on the purse- 
strings. And, as a down-to-earth nationalist who stands up to 
foreign bullies, many Malaysians still admire him. 


No country is an island 


But, like Mr Suharto, he owes much of his standing to eco- 
nomic success. Economic failure—and Malaysia's economy 
will probably shrink by over 5% this year—has political conse- 
quences, as Mr Suharto discovered. If Dr Mahathir wants to 
avoid the fate of his Indonesian counterpart, he should turn 
his back on his current course of ever-greater autocracy and 
turn instead to sharing power and preparing the succession. 

Dr Mahathir was once a hero of globalisation. He deliv- 
ered fantastic economic growth by welcoming foreign invest- 
ment. Now he wants to seal Malaysia off, insulating the econ- 
omy through capital controls, blocking foreign Tv pictures of 
unrest, and detaining his fiercest critics. Isolation did not 
work for Mr Suharto. It will not work for Dr Mahathir. 








rarer in Germany, for example. High minimum wages, tax 
rates and regulations have combined to block the growth in 
household services. If a doctor's marginal tax rate is 50%, and 
a decorator faces the same rate, the doctor needs to earn four 
times as much before tax as the decorator gets net before it 
makes sense to employ him. Germany is also strangled by red 
tape surrounding such matters as plumbers’ qualifications or 
the hiring of nannies. No wonder many Germans prefer to do 
things themselves—which is less efficient and reduces job 
opportunities for others. 


Ananny state 


What about the spectre of a new upstairs-downstairs society? 
Behind this concern is a mistaken belief that more domestic 
services mean greater inequality. On the contrary; inequality 
is rising because both new technology and competition from 
developing economies favour higher-skilled over lower- 
skilled workers. If this boosts domestic services, that helps the 
lower-skilled. And domestic services are not all low-paid. In 
America, a "household manager" or butler can earn over 
$100,000 a year. In some places a nanny commands a salary 
of $40,000—plus car and accommodation. 

Indeed wages in domestic services may in future rise 
faster than the average. If artificial intelligence fulfills its 
promise, routine tasks done by accountants or lawyers could 
be replaced by computers. But the skills required to look after 
children, landscape a garden or produce a perfect soufflé are 
less easily replicated. Cooking a meal could, one day, pay 
even more than cooking the books. 
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Time to wake up 


TOKYO 


Japan has put off essential financial reforms for a decade. Desp 
ank-rescue plans, the government's hand at last looks like being 


over its b 
forced by the shrinking economy 


LOWLY but surely the need to do some- 

thing painful and dramatic has sunk in. 
On September 21st the 1rMr declared that 
the main risk to the world economy was 
that Japan would not "address its finan- 
cial-sector problems while ensuring ade- 
quate domestic demand." Time, it added, 
was now ofthe essence. The next day, Keizo 
Obuchi, Japan's prime minister, was given 
the same message when he met President 
Bill Clinton in New York. He duly prom- 
ised to make his *very best efforts to ad- 
dress this issue." 

The truth is that the world's patience is 
running out. Japan is already viewed with a 
mixture of pity and contempt. It will now 
be branded a pariah if it fails to deal ur- 
gently with its banking crisis, as a crucial 
first step to getting its debilitated economy, 
the world's second-biggest, moving again. It 
would then act at best as the necessary en- 
gine for renewed growth across Asia, at 
least as a vital guard against the danger of 
world recession turning into depression. 

Such is the disarray surrounding Ja- 
pan's ruling party, the Liberal Democrats 
(LDP), that a swift solution looks unlikely. It 
is too frightened of its old interest-group 
supporters to mete out the necessary pain; 
and its opponents, led by the newly popu- 
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lar Democratic Party of Japan (DPJ), have 
the parliamentary might to block or delay 
its legislation. Nevertheless there is cause 
for optimism that though a solution may 
not be swift, it is on the way. 

The country's real GDP contracted at an 
annual rate of 3.3% during the April-June 
quarter, the third consecutive quarterly de- 
cline. Bad debts at Japan's banks amount to 
perhaps 30% of Gpp, and several big banks 
look close to toppling. As yet another bank 
bailout plan seemed to come apart this 
week, the Nikkei average of leading Japa- 
nese shares tumbled, at one point touching 
¥13,597, a 12-year low. Even the govern- 
ment’s perennially optimistic Economic 
Planning Agency (EPA), which until re- 
cently stood by its forecast of 1.9% growth 
for the year to next March, now expects the 
economy to shrink by more than 1%. Inde- 
pendent think-tanks reckon Japanese GDP 
will decline by at least 2% this year, and a 
further 1% next year. 


Why Japan's in trouble 

Having splurged on new factories and tools 
during the 1980s and early 1990s, when 
capital looked cheap and the world looked 
like Japan's oyster, corporate Japan now 
has industrial capacity coming out of its 





ears. Kenneth Courtis, chief economist for 
Deutsche Bank in Tokyo, estimates that be- 
tween 1988 and 1992 Japan added the pro- 
ductive equivalent of France to its econ- 
omy. Demand for that output has slumped, 
both at home and in Asia. It is no surprise 
that corporate spending slid by 5.5% in the 
latest quarter. 

What about exports, which one might 
expect to have been boosted by a depreci- 
ated yen? Unfortunately, the collapsed 
Asian market was taking nearly 45% of Jap- 
anese exports. Sales to America and Europe 
have risen, but not by enough to keep the 
home factories humming. Japan's trade 
surplus has risen sharply (up 2596 year-on- 
year in August) but mainly because im- 
ports are falling precipitately. 

Public borrowing and spending, in true 
Keynesian fashion, have helped support 
demand, but they have been overwhelmed 
by the drop in private demand. In one 
stimulus package after another, the govern- 
ment has pumped what it claims is close to 
v80 trillion ($600 billion) into the econ- 
omy since the Japanese bubble burst in 
1991 (though only about a third of this was 
genuinely new money). This, it hoped, 
would revive personal spending. Yet only 
in one year since 1991, in the house-build- 
ing boom following the Kobe earthquake of 
1995, has consumer spending grown by 
more than a meagre 1-2%. 

Worse, personal spending is now actu- 
ally shrinking. People brought up on the 
notion of lifetime employment have begun 
to feel the chill wind of redundancy, while 
also worrying about the safety of their sav- 
ings in banks and life insurance compa- 
nies. First, overtime and bonuses were 
slashed; now, as Japanese manufacturers 
close factories and rationalise production, 
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REVIVING JAPAN 


unemployment is on the rise. Firms that are 
no longer cushioned from pain by banks 
that are themselves in trouble are falling 
like flies. The value of the liabilities left be- 
hind by bankruptcies soared last year by 
75%. The unemployment rate has climbed 
above 4% (see chart 1). That sounds low by 
western standards, but is probably equiva- 
lent to 8-10% if measured in an American or 
European way. 

Job insecurity and falling incomes are 
only part ofthe story. Deflation is also a fac- 
tor. As households see prices falling, they 
wait for goods to get cheaper before they 
buy—and they are not put off by earning so 
little interest on their savings meanwhile. 

No wonder Mr Obuchi was desperate 
to have something to show Mr Clinton. But 
the rescue plan stitched together by Japan's 
governing and opposition parties on the 
eve of the prime minister's departure was 
unravelling even before he arrived. The 
LDP' old guard had been anxious to pro- 
tect the failing Long-Term Credit Bank 
(LrcB), which they had found useful be- 
cause its non-registered debentures gave 
them an easily disguised home for their 
slush funds. As part of the deal to accept the 
opposition's proposals for dealing with the 
banking crisis, LDP negotiators inserted a 
phrase allowing them to use taxpayers’ 
money to bolster Japan's ailing banks—es- 
pecially the Tce. That was not the agree- 
ment the opposition thought it had struck. 

Maybe this will turn out to be the old 
guard's last twitch. The party leadership has 
since made clear (insofar as anything is 
ever clear in Japanese politics) that it will 
accept the opposition's proposals more or 
less intact. That means the all-but-defunct 
LTCB will first be nationalised before any 
public money is used to write off bad debts 
and pay off depositors, which ought to 
make it easier for managers to be sacked, 
for investors in LTCB to be forced to share 
the pain, and for the use of public funds to 
be properly monitored. If that happens, 
public opinion will rightly be more sup- 
portive of the use of taxpayers' money. 

Moreover, the good news in this, says 
James Fiorillo, a banking analyst at ING 
Barings in Tokyo, "is that LTCB is not going 
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to be treated as a special case.” If anything, 
the rescue scheme that is being organised 
for LTCB will become the blueprint for deal- 
ing with other troubled banks. 

Of which there are many. Huge parts of 
the banking system are inhabited by the liv- 
ing dead, kept stumbling along only by in- 
fusions from the Bank of Japan. Now the 
economy is shrinking, many banks are 
finding that bad loans are rising faster than 
they can write them down. The only option 
for the government is to let a lot of them go 
bust. The belated political acceptance that 
pain is inevitable may be the breakthrough 
the rest of the world has been waiting for. 


Banking on change 

A wholesale restructuring of the banking 
system is required—something that, for all 
the world’s impatience, cannot be done 
quickly. It took America three years to work 
through the $250 billion of duff loans in its 
savings-and-loan mess. Japan probably has 
more than four times as much bad debt to 
deal with. And if tough measures are taken, 
in the short run the economy will also suf- 
fer, as banks shrink their loan-books 
sharply, and bankruptcies and unemploy- 
ment will soar. A credible, tough reform 
plan should in one way boost confidence; 
but meanwhile, a worsening recession will 
hurt confidence in other ways. No one can 
know in advance whether the good effect 
will outweigh the bad. 

If handled with sufficient ruthlessness, 
which would mean plenty of debt write- 
offs to enable the benefits of a bailout to 
flow into the real economy, a hard landing 
should nevertheless lay the ground for 
eventual recovery. Property prices would 
fall to a new floor as collateral was sold off. 
But this should seed new hopes that prices 
might rise in future, encouraging new con- 
struction, house sales and consumer 
spending. Relieved of their bad debts and 
recapitalised, banks should start lending 
again. If punished and shrunk sufficiently, 
they might even lend more sensibly. 

All of this will involve a good deal of 
pain. If the government really is now ready 
for it, it will be thanks not to a new faith in 
structural reform but to the absence of 
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alternatives. 

In April the government boasted that its 
latest fiscal package would be the biggest 
yet—¥16.6 trillion, or 3% of Gpp—and 
would be sure to revive demand. But the fig- 
ures mislead. Of the ¥7.7 trillion to be spent 
on roads, tunnels, bridges and so on, only 
¥3.9 trillion was new money. Much of the 
rest merely reversed planned spending 
cuts—welcome, but not exactly “extra”. 

Moreover, local governments are being 
called upon to foot at least ¥1.5 trillion of 
the bill, and they are not obliged to comply. 
More than one-third of their revenues 
come from corporate taxes, levied on prof- 
its, which have been weak for years. Persis- 
tent deficits have meant mounting debts. 
Earlier this month, Kanagawa prefecture 
declared a “state of fiscal emergency", with 
the governor announcing land sales, re- 
dundancies and even the return of his bo- 
nus. Local-government finances in Osaka 
are messier still. 

As for the Y4 trillion in tax cuts, only Y2 
trillion were new; and none of the cuts are 
yet permanent. People are less likely to 
spend extra income if they know their taxes 
will rise again later. Even if politicians did 
announce permanent cuts, people might 
not believe them. Everyone knows the fi- 
nance ministry is obsessed with the govern- 
ment's ballooning debt (see chart 2 on next 
page)—hence the disastrous fiscal tighten- 
ing in April 1997. 

Fiscal policy could be more expansion- 
ary, but the ministry's worries have re- 
strained it. Monetary policy is also circum- 
scribed. With interest rates close to zero, 
there is little room for further cuts. Yet the 
Bank of Japan could pursue a less orthodox 
policy: a rapid expansion of the money 
supply via a massive programme of govern- 
ment-bond purchases from banks and 
other investors—perhaps with a pre-an- 
nounced target for monetary growth. This, 
say some pundits, might stimulate extra 
bank lending and hence the economy. It 
might also raise inflationary expectations 
and so encourage people to start spending 
their tax cuts rather than salting them away. 

It might work, but it is no panacea. Were 
they obliged to keep realistic accounts, all 
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but two of Japan's 19 major banks would 
probably be judged inadequately capital- 
ised. With their capital shrinking further as 
they labour to write off bad debts, and a 
crashing stockmarket cutting the value of 
unrealised shareholdings to nothing, it will 
take a lot to persuade banks to expand 
lending aggressively. Their first priority 
will be to rebuild their reserves. 

Loans in Japan cannot be bought and 
sold easily, which may further discourage 
banks from making them. Any of the big 
banks could—despite the government's 
guarantee of their deposits—suffer a run, 
such is the feverish atmosphere, and with- 
drawals have to be met with quick asset 
sales. The only investment that is both risk- 
free and liquid is government bonds— 
hence the recent collapse of bond yields. 

Nor is it certain that, in aggregate, com- 
panies will soon want to borrow more 
money. Small and mid-sized Japanese 
firms are gasping for oxygen, partly because 
they cannot raise money in an underdevel- 
oped bond market. But because over-in- 
vestment has driven down returns on capi- 
tal, big companies are loth to borrow. 

There is another possible disadvantage. 
Printind more money would almost cer- 
tainly make the yen weaker against other 
currencies, possibly a lot weaker. From Ja- 
pan's point of view, that would be a plus. 
But China has long been threatening that if 
the yen were to weaken sharply it would be 
forced to devalue the renminbi and per- 
haps even the Hong Kong dollar—which 
conventional wisdom says would also 
knock the rest of East Asia sideways. 

In fact, this is far from certain. For one 
thing, Japan's monetary expansion would 
not be the only thing influencing the yen's 
value; disenchantment with dollar securi- 
ties or falling dollar interest rates might 
push in the opposite direction. And Chi- 
na’s best chance of treating a falling yen as 
an excuse for its own devaluation could 
disappear. Politically, China would prefer 
to devalue at a time when Japanese failure 
or incompetence is the cause of the yen's 
fall. If, rather, a weak yen comes as a result 
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of an impressively decisive effort to revive 
the Japanese economy, to everyone's bene- 
fit, China may conclude that in those cir- 
cumstances a renminbi devaluation would 
merely pass the regional initiative back to 
Japan and draw diplomatic brickbats to 
the Middle Kingdom. 


Banking first 

In any case, although the Bank of Japan has 
increased its purchases of government 
bonds, it has so far done so only on a mod- 
est scale: a doubling last November to 
Y400 billion per month, and in September 
an extra Y200 billion on top. 

The implication is that the central bank 
thinks painful structural reform to the 
banking system should come first. And it 
might. The political opposition has be- 
come united (for the time being, at least) 
under the leadership of the charismatic 
Naoto Kan, head of the surging Democratic 
Party of Japan. Even the Communist Party 
has thrown in its lot with Mr Kan and his 
allies. For the first time in living memory, 
the opposition parties are creating genuine 
policies of their own and—thanks to their 
combined majority in the upper house— 
are managing to foist them on the govern- 
ment. The opposition's ideas for cleaning 
up the banking mess will form the basis of 
the new legislation that Mr Obuchi wants 
to push through before the current par- 
liamentary session ends on October 7th. 

Under that pressure, the LDP is under- 
going metamorphosis as well. The old fac- 
tions are splintering as new “study groups” 
form to push the views of individuals at 
odds with the party's mainstream. Many of 
the LpPs young Turks have clustered 
around Seiroku Kajiyama, who has long 
advocated a hard landing for Japan. A 
feisty 72-year-old, Mr Kajiyama, a former 
chief cabinet secretary, ran unsuccessfully 
against Mr Obuchi in the party leadership 
race in July. He wants to see the power and 
size of government reduced, the party's 
cosy ties with bureaucrats severed, and the 
regulations that suffocate Japanese busi- 
ness pruned. Pulled from the outside by the 


REVIVING JAPAN 


opposition and pushed from within by re- 
formers, the LDP is inching towards a total 
overhaul of the financial system. 

Agreeing to action is only the first step. 
Next comes wholesale nationalisation of 
failed institutions, bankruptcy or bailout 
of thousands of teetering companies, and a 
firesale of land and property pledged as 
collateral against ¥1 trillion or more of bad 
loans. That task is further bedevilled by the 
question of who directs it. With confidence 
fragile, there is a danger that good as well as 
bad institutions will be destroyed. The ob- 
vious bureaucrats to separate banking 
sheep from banking goats would be at the 
finance ministry; but that ministry has 
been discredited by its past eight years 
spent frustrating and distorting reform. 

The compromise that Mr Obuchi has 
accepted envisages an independent finan- 
cial revitalisation committee to oversee 
things, which will probably run Japan’s 
new banking regulator (also stripped from 
the finance ministry); a new agency to col- 
lect bad debts and sell off collateral; and a 
bridge bank scheme for Japan’s regional 
and smaller lenders. Success will turn on 
whether the right sort of talent can be 
found to take charge. For example, if the 
agency is managed well, with staff paid by 
results, property prices should fall swiftly 
and the market begin to clear. If, on the 
other hand, traditional caution prevails, 
the country may be in for another decade of 
lost growth. 

Yet if it is done, it would be the biggest 
economic rescue effort since the war, and 
would lead to big changes in the manage- 
ment and financing of corporate Japan, 
too. It would be rescue and revolution 
rolled into one, rather as with the imperial 
restoration and economic revamping of 
the Meiji period in the 1860s. It will, how- 
ever, take time to have its effect, so it must 
be started now. What is needed, just as 100 
years ago, is a genuine reforming govern- 
ment of extraordinary forcefulness and tal- 
ent. And this suggests that the ineffectual 
Mr Obuchi should not be kept on for much 
longer; a general election must be held. The 
secret to reawakening its dormant econ- 
omy lies, as ever, in Japan's own hands. 
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Asian trials 





Anti-government protests in 
Kuala Lumpur were led by 
the sacked deputy prime min- 
ister, Anwar Ibrahim, who 
was then arrested. Police, who 
also questioned his wife, said 
his trial for alleged sexual of- 
fences would begin within a 
week. The riots took place as 
the Commonwealth Games, 
held in Malaysia with Brit- 
ain's Queen Elizabeth attend- 
ing, came to a close. 


Keizo Obuchi, Japan's prime 
minister, met President Clin- 
ton in New York to discuss 
his country's failure to revive 
its sickly economy. Mr 
Obuchi returned to find his 
popularity as low as ever. 


Opposition parties in Cam- 
bodia attended the opening 
of the National Assembly, as 
Hun Sen gave warning that 
he would be willing to use 
force to remain in power. He 
also repeated an offer to gov- 
ern in coalition with his ri- 
vals. A grenade attack that co- 
incided with the opening 
killed two people. 


India and Pakistan agreed 
to meet next month to discuss 
all issues, including Kashmir. 
They will be the first talks 
since the two countries tested 
nuclear weapons in May. 


Sacking rulers in the state of 
Bihar, India's prime minister 
Atal Behari Vajpayee said law 
and order had broken down 
there. The local ruling party 
responded with a strike and 
an appeal to the president. 
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Bangladesh's government 
said full economic recovery 
would take years after floods 
caused $900m of damage 
and killed 1,300 people. 


Also sprach Bill 


The world saw the videotape 
of Bill Clinton's testimony to 
the grand jury about Monica 
Lewinsky, resting his case on 
the legalism that oral sex did 
not amount to sexual rela- 
tions as defined to him by a 


| judge. Most Americans’ first 


reaction was to maintain 
their high approval of his 
presidential work, but still to 
wonder about his honesty. 


The House of Representatives 
gave $3.4 billion of extra 
money to the International 
Monetary Fund, less than à 
fifth of what the Clinton ad- 
ministration had sought. 


Abortions late in pregnancy 
can continue in the United 
States, the Senate having 
failed to overturn Mr Clin- 
ton's veto of a ban on them. 


Opinion polls confirmed the 
likelihood of first-round re- 
election on October 4th for 
Brazil's President Fernando 
Henrique Cardoso. 


Public-sector workers in Co- 
lombia went on a 48-hour 
strike against its govern- 
ment's belt-tightening plans, 
which include cuts in their 
real wages. 


A date was fixed for the long- 
proposed summit of Latin 
American, Caribbean and Eu- 
ropean Union leaders: next 
June 28th and 29th. The 
place: Rio de Janeiro. 


Mutinous 


South Africa, in its first mili- 
tary intervention since the 
end of apartheid, sent troops 
into Lesotho in support of 
the government, beleaguered 
by an army mutiny. The inva- 








sion went badly: the public 
set about burning and loot- 
ing the capital; the rebels re- 
tired to the mountains. Eight 
South African soldiers and 
about 60 rebels have been 
killed. 


About 50 people died when 
fighting broke out in the Libe- 
rian capital, Monrovia, be- 
tween forces loyal to Presi- 
dent Charles Taylor and the 
militias which fought him in 
a seven-year civil war that 
ended last year. 





In his first trip outside Africa, 
Nigeria's new head of state, 
General Abdulsalam Abu- 
bakar, visited London and 
New York. He wants to try to 
get sanctions lifted and im- 
prove Nigeria's relations with 
the rest of the world. 


Iran's government dissociated 
itself, more firmly than be- 
fore, from the religious ex- 
hortation to kill Salman 
Rushdie, a British writer. But 
the fatwa stands. 


Lukewarm voters 


The ruling left-of-centre Social 
Democrats led by Goran Pers- 
son won Sweden’s general 
election, but with their lowest 
share of votes for 40 years. 
The ex-communist Left Party, 
which doubled its vote to 
12%, may help them form a 
government in return for 
more spending on welfare 
and a referendum on joining 


| Europe's single currency. 


After the UN Security Council 
called for an immediate 











ceasefire in the southern Ser- 
bian province of Kosovo, 
NATO's defence ministers, 
meeting in Portugal, dis- 
cussed possible military 
strikes. Ahmet Krasniqi, a 
leading proponent of inde- 
pendence for the province, 
was shot dead in Tirana, the 
capital of Albania. 


Biljana Plavsic, the western- 
backed president of the Serb 
part of Bosnia, conceded de- 
feat in Bosnia's election to 
Nikola Poplasen, an ultra- 
nationalist Serb. 


In the last week of campaign- 
ing before Germany's elec- 
tion, on September 27th, 
Chancellor Helmut Kohl 
promised he would never 
serve in a "grand coalition" 
government with his chief ri- 
val, Gerhard Schroder, of the 
Social Democrats. 


The Spanish parliament re- 
jected, by one vote, a bill that 
would have made available 
abortion on demand during 
the first 12 weeks of 


pregnancy. 


In police raids on both sides 
of the Irish border, several 
people were arrested in con- 
nection with last month's 
bombing in Omagh in 
Northern Ireland, which 
claimed 29 lives. 


France banned cars from 35 
city centres, including Paris, 
for a day, though a public- 
transport strike in Rouen and 
Grenoble was unhelpful to 
commuters. The government 
wants the event to become an 
annual one. 
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The financial markets were 
agitated. In the absence of 
Japanese action to help Asia 
out of its crisis—a govern- 
ment plan to reform Japan's 
banks fell apart almost in- 
stantly and the Nikkei fell to 
a 12-year low—they looked to 
Alan Greenspan, head of the 
Federal Reserve, for leader- 
ship. The Fed is to meet next 
week; hints of an interest-rate 
cut boosted a nervous Wall 
Street. The figure for second- 
quarter GDP growth, mean- 
while, was revised upwards to 
1.8% on an annual basis. 


A spate of profit warnings 
also depressed markets. 
Among mega-companies issu- 
ing warnings of reduced prof- 
its were Royal Dutch/Shell, 
EMI, Alcatel, whose warnings 
hit the shares of other Euro- 
pean telephone-equipment 
makers, and Philips of the 
Netherlands. 


The New York Federal Re- 
serve Bank is pushing a group 
of banks to rescue Long- 
Term Capital Manage- 
ment, a high-powered hedge 
fund that has lost some 90% 
of its $4.8 billion of capital 
on bond-trading in volatile 
markets. The Fed fears the 
contagious effect of a collapse 
of Long-Term on global fi- 
nancial markets. 


The Paris Club of creditor na- 
tions agreed to a reorganisa- 
tion of $4.2 billion-worth of 
Indonesia's sovereign debt— 
a rare piece of good news for 
the troubled Asian economy. 
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A difficult buy 


Lockheed Martin, an Ameri- 
can defence giant, which has 
just set up a telecoms unit, is 
buying Comsat for $2.7 bil- 
lion in its first big manoeuvre 
into the satellite-services mar- 
ket. Shareholders were less 
than pleased at the prospect 
of a dilution in earnings. The 
deal is likely to attract scru- 
tiny from antitrust watch- 
dogs; a law that sets a limit of 
49% on private ownership of 
Comsat will have to be 
relaxed. 





Euro banknotes, which will 
be printed centrally for the 
whole of the European 
Union, will display no na- 
tional symbols, governors of 
the European Central Bank 
decided, partly in order to 
keep down costs. For euro- 
phobes in Britain, a banknote 
that will not include the 
queen’s head is one more rea- 
son to keep Britain out of the 
single currency. 


It was revealed that Telecom 
Italia had held talks to buy 
Britain’s Cable & Wireless, 
but a big fall in both compa- 
nies’ share prices amid stock- 
market turbulence had 
brought an end to discus- 
sions. CAW's shares, which 
have fallen by a third in less 
than two months, climbed on 
the news. 


Bayer, a German drug firm, 
launched a $465m invest- 
ment in Millennium 
Pharmaceuticals, a biotech 
firm. Bayer will get a 1496 
stake in Millennium plus 
help in finding new drugs. 





GE Medical Systems, a unit 
of America's General Electric, 
agreed to pay $824m for 
Marquette Medical Sys- 
tems in a share swap. The 
deal between two companies 
that make medical devices 
was regarded as a good fit, 
and Marquette's share price 
soared by 55%. 


Rainer Gut of Credit Suisse 
Group, Switzerland's best- 
known banker, is to become 
non-executive chairman of 
Nestlé, the world’s biggest 
food company, in 2000, 
when Helmut Maucher re- 
tires. The move means that 
Lukas Mühlemann, chief ex- 
ecutive of Credit Suisse, will 
also become its chairman. 


In a transatlantic first among 
law firms, Salans Hertzfeld 
& Heilbronn of Paris and 
London is to merge with 
Christy & Viener of New York. 
The new firm, which will lose 
only an ampersand, will prac- 
tise as one partnership from 
New York to St Petersburg. 


End of a carrier 


After 57 years in business, 
and a week searching for a 
rescue plan, Philippine Air- 
lines closed down after em- 
ployees rejected a proposal by 
the airline that they suspend 
labour bargaining for ten 
years in exchange for 20% eq- 
uity. Asia's oldest airline was 
overstaffed, inefficient and 
hurt by strikes. 


Five big airlines unveiled a 
global alliance to be called 
“oneworld”. British Airways 
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and American Airlines, which 
still await approval of their 
own bilateral alliance, plus 
Qantas of Australia, Cana- 
dian Airlines and Hong 
Kong's Cathay Pacific will 
link their frequent-flier pro- 
grammes and customer ser- 
vices to cover 632 destina- 
tions in 138 countries. 
Oneworld will rival Star, an 
alliance that includes Ameri- 
ca's United Airlines and Ger- 
many's Lufthansa. 


A second attempt to auction 
off South Korea's Kia Motors 
and its commercial-vehicle 
unit, Asia Motors, collapsed 
after the three bidders de- 
manded further debt write- 
offs. Ford had earlier 
dropped out of the bidding 
after a total of 7.86 trillion 
won ($5.6 billion), 6696 of the 
two companies' debt, was 
written off by creditors, say- 
ing there was still too much 
debt left. 


In Britain Ford is cutting out- 
put of Fiesta cars and vans at 
its Dagenham plant by 2096 
for seven weeks and putting 
4,400 workers on a tempo- 
rary four-day week. 


Tough markets 


Barclaycard is to cut a quar- 
ter of its workforce, more 
than 1,000 jobs, as it fights to 
cut costs and keep its leader- 
ship of Britain's credit-card 
market. Its market share has 
been eroded from 33% to 28% 
in five years as competition 
has intensified. 


Goldman Sachs, the quint- 
essential Wall Street invest- 
ment bank, seems to have 
misread the market. To the 
disappointment of partners, 
it now looks as if it may have 
to put off its planned $25 bil- 
lion initial public offering be- 
cause of financial markets’ 
volatile state. The bank’s 
third-quarter pre-tax profits 
of $754m were down 19% on 
a year earlier. 
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"The attitude of rival life offices and 


independent advisers towards 
(The) Equitable is similar to that of the rest of 
Europe towards Switzerland: 


a mixture of sour grapes and admiration." 


FINANCIAL TIMES WEEKEND 


hen you decide to make 

the most of your surplus 
income, keep the above in mind. The 
Equitable Life has been in the 
business of sound investment since 
1762. Our highly tax-efficient 
international plans are based on their 
successful UK counterparts, where 
vears of consistent performance and 
à unique combination of benefits 
have made us the envy of our 
competitors for longer than they care 
to remember. 

Our International Investment 
Plan offers security, the prospect of 
mal capital growth, and the kind of 
flexibility that matches the changing 
circumstances of expatriate life. 

Your savings for a special goal 
or retirement income won't be locked 
into a fixed term. You can invest in 
Sterling or US Dollars, vary your 
contributions without penalty, and 


choose from single or combined 


unit-linked or with-profits 
investment routes 

By taking less of your money 
we invest more for your future. 
Our charges are the lowest of all 
companies surveyed in the UK*, a 
charging structure which applies to 
our international plans We don't 
have any shareholders to pay, and we 
don't pay commission to third parties 
for the introduction of new business 
- which goes à long way to explaining 
why we deal with most of our 


cliente direct. 


Just post or fax the coupon, 
or visit us on the Internet to find out 
how our plans can be custom-made 
to help build your capital or secure 
your retirement - include your 
telephone number and we'll be happy 


to call you. 


THE EQUITABLE LIFE ASSURANCE SOCIETY 


Barta is 1767 


| am not resident in the UK, please tell me 
more about The Equitable International 
Investment Plan. 


| atn interested in imwrsting in 
O Sterling G US Dalles 
Name (Me/Mr Ma/Onher) 


MLOCK CAPITALE PLEAS 


E mail 





ECIPE8A 


Pewee call me bet wees) k haws GMT) 


Poet to: The Equitable Life, International Branch, Albert House, South Esplanade, 51. Peter Poet, 
Guernsey GYI LAW, Channel lelends 
- ot bax this coupen to (international codel +44 1481 72 42 00 





CARESSING THE 
DAMASK COVERLET 
IN THE TEMASEK SUITE 


he reflected misty-eyed on times past. Fifty 
years it had been since he had slept with his 
ET wilt in this very same suite. It had 
been their wedding night. How he wished 
she were there now. Half a century ago, and 
yet it seemed like yesterday. lears sprang 
unbidden as recollections of their honeymoon, 
fresh as the Orchids on the bedside table, 
bloomed in his memory. The scent and soft 
colours of the room captured his reminiscences 
causing time to stand still. A gentle knock at 
the door roused him from his reverie. Opening 
it, he found a Bell Boy laden with shiny 
packages. ‘Is everything all right, sir?’ he gently 
enquired. ‘Just thinking about my late wife’ 


responded the gentleman, somewhat forlornly. 


‘I'm not that late!’ chirruped a voice in the 


corridor. And in skipped the lady in question, 


as girlishly as she had some fifty years before. 





Raffles Hotel. | Beach Road. Singapore 189673, 
Tel: (65) 337 1886. Fax: (65) 339 7650. Internet: raliles f pacific.net.sg 
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> REFORM: c Ă ! 


Reformers want Anwar 





No room for rivals in 
Mahathir's Malaysia 


KUALA LUMPUR 


Malaysia's prime minister has arrested his main challenger and cracked 
down on protesters. What ails Mahathir Mohamad? 


T HE main event was well advertised, but 
the warm-up act almost stole the show. 
After sacking Anwar Ibrahim on Septem- 
ber 2nd as his deputy prime minister and 
finance minister, it was only a matter of 
time before Mahathir Mohamad finished 
off his once-anointed successor with an ar- 
rest warrant. While Mr Anwar went around 
the country denying accusations of treason 
and sodomy (a crime in Malaysia), the po- 
lice arrested some of his associates. At the 
conclusion of the Commonwealth Games, 
this year being held in Malaysia, Dr 
Mahathir's show of strength was expected 
to end with a convincing finale. But few 
had expected the unprecedented level of 
popular support Mr Anwar attracted. 

At rally after rally, Mr Anwar, an articu- 
late intellectual, proved that he could also 
be a fiery public speaker as he denounced 
the heavy-handed tactics being used 
against him. His defiant tour ended on Sep- 
tember 20th when more than 30,000 peo- 
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ple swarmed into the centre of Kuala Lum- 
pur to hear him speak. After peppering Dr 
Mahathir’s regime with accusations of cor- 
ruption, economic mismanagement and 
abuse of power, Mr Anwar was hoisted on 
to the crowd's shoulders and swept into 
Merdeka (Independence) Square, while 
Britain's Queen Elizabeth, in town for the 
conclusion of the games, sang hymns in an 
adjacent church. From there the protesters 
marched to the headquarters of the United 
Malays National Organisation (UMNO), Dr 
Mahathir’s party, and then on to Mr An- 
war's house. Having seen enough, Dr Ma- 
hathir dropped the curtain. 

In the event, his arrest later that night 
was hardly anti-climactic. The police don- 
ned black masks and, armed with sub- 
machineguns, broke through Mr Anwar’s 
unlocked front door in the middle of a 
press conference. They took him away and 
later announced he was being held under 
the Internal Security Act (ISA), a remnant of 


ar Sy 


British colonial rule which allows trouble- 
makers to be held without explanation. Af- 
ter chasing off another demonstration with 
tear-gas and water cannon, the police ar- 
rested dozens more protesters. By mid- 
week they were holding 12 of Mr Anwar's 
closest allies under the 1sA. Dr Mahathir 
said on television that, since two of Mr An- 
war's friends had been charged with sod- 
omy with him, it seemed only fair that Mr 
Anwar should also be charged. This was fol- 
lowed by a clampdown on anti-govern- 
ment protests and a ban on supporters go- 
ing to Mr Anwar's home. 

All this has left Malaysians wondering 
what will happen next. Given the domi- 
nance of UMNO over Malaysian politics, 
and the banishing of Dr Mahathir’s rivals, 
his grip on power looks firmer than ever. 
He directly controls the police. The local 
media have long been brought to heel. The 
independence of the courts is widely ques- 
tioned. And although the Malaysian econ- 
omy has been rocked by Asia's financial 
troubles, Dr Mahathir is doing his best to 
postpone the effects until after the next 
election, which he is likely to call later this 
year or early in 1999. 

It is hard to see anyone mounting a 
strong challenge in that election. On Sep- 
tember 23rd, the police said Mr Anwar 
would be brought to trial within a week. If 
he is convicted, that would prevent him 
from standing. Mr Anwar has, however, 
passed the banner to his wife, Wan Azizah 
Wan Ismail. She has impressed many as a 
potential leader. In Asia it is something ofa 
tradition for wives and daughters to take 
up the campaigns of husbands or fathers 
persecuted by political rivals. Yet after ac- 
cusing the government of plotting to inject 
her husband with Hrv, the virus that causes 
AIDS, she has also been questioned by po- 
lice and threatened with arrest. 

The bigger threat to Dr Mahathir may 
not be a direct challenge from Mr Anwar at 
all, but the prospect that opposition groups 
will gather enough votes to strip away some 
seats from his ruling coalition, the Barisan 
Nasional, of which uMNo is the dominant 
party. The Barisan Nasional's consistent 
two-thirds majorities in Parliament have 
not only allowed it to alter the Malaysian 
constitution at will, but have also come to 
be seen as a measure of the coalition's via- 
bility. If that majority were eroded, Dr Ma- 
hathirs leadership of UMNO would be 
much more shaky. 

Could that happen? If there is enough 
outrage over Mr Anwar's arrest and trial, 
voters could surprise the prime minister, 
despite UMNO's huge campaign coffers and 
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strong political base. In two recent by-elec- 
tions, the party has lost seats to both Malay 
and non-Malay opposition parties. And 
the supporters chanting for Reformasi at 
Mr Anwar' rallies appear to have been 
drawn from across the political spectrum. 
Eventually it may be the economy that 
does more damage to Dr Mahathir. The 
capital controls he has put in place could 
spare Malaysia the worst of the adjustment 
pains from Asia's economic downturn, for 
the moment. But it is increasingly clear that 
the purpose of those controls is not only to 
stabilise the currency, but also to ignore the 
danger signals from the regional slump. In 
the past month Dr Mahathir has not only 
fixed the exchange rate, but has also taken 
several measures to pump up the economy. 
Banks have been allowed to change the def- 
inition of non-performing loans, thus cre- 
ating an illusion of sound balance-sheets. 
The central bank has injected more liquid- 
ity into the economy and has instructed 
private banks to do the same, issuing quo- 


tas of 8% credit growth for the year. 

These measures will help Malaysians 
feel better, for now. But when the effects of 
even more excess credit eventually kick in, 
the pain will be all the more severe. Indeed, 
Malaysia may end up in much deeper trou- 
ble than some of its South-East Asian neigh- 
bours. For instance, Thailand, which at the 
beginning of the region's current troubles 
had much greater problems, now looks like 
recovering faster. This could do more to un- 
dermine Dr Mahathir. By mid-week, Mer- 
deka Square was back to normal, the pro- 
testers having lost their appetite for 
conflict. But looming over it stood a pair of 
silent protests: the towering offices of 
Hongkong Bank and Citibank, two of the 
powerful foreign banks at which Dr Mahat- 
hir has so gleefully thumbed his nose. In the 
end, it may be protests by bankers and in- 
vestors that prove more lasting—and more 
damaging to Dr Mahathir—than those led 
by Mr Anwar. 





Australia 


Howard's end? 


BRISBANE 


HEN he called Australia’s general 
election for October 3rd, John How- 
ard, the prime minister, was banking on 
public boredom working in his favour. 
Australians usually place politics well be- 
low sport in their order of priorities, and 
the campaign has coincided with a series of 
big sporting events which promised that 
voters’ attention would be fixed on contests 
between athletes rather than politicians. 
But Australians seem to be taking the 
election seriously enough, and their inter- 
est is not working to the benefit of Mr How- 
ard’s conservative coalition. A Newspoll 
opinion survey published two weeks be- 
fore voting day showed the opposition La- 
bor Party, led by Kim Beazley, with 52%, 
against 48% for the ruling Liberal-National 





SINGAPORE 


ee EVER underestimate us Singa- 

poreans,” a correspondent to the 
local Straits Times recently warned Ma- 
laysia’s prime minister, Mahathir Mo- 
hamad. “We will shed blood to defend 
our country’s honour.” Stirring stuff. But 





have relations between the island-city of 


Singapore and the Malaysian hinterland 
really reached such a bellicose point? 
With new bones of contention being un- 
earthed every week, the 3m Singaporeans 
are now constantly being reminded that 
their wealth and security are fragile. But 
not that fragile. 
Lee Kuan Yew, Singapore’s senior 
minister, has seen it all before. "It's one 
. way for us to get it out of the system,” he 
said this week, "doing a war dance, 
plumed feathers and so on." He conceded 
there was a danger of “an accidental clash 
of plumage" but deemed it unlikely be- 
cause Singapore takes things “calmly and 
quietly, calculating the odds". 

Mr Lee contributed to the squabble by 
publishing on September 16th—his 75th 
birthday—the first volume of his mem- 
oirs*. It raised hackles across the border 
with an account of Singapore's expulsion 
in 1965 from a short-lived federation with 
Malaysia. Some Malaysians thought it re- 
opened old racial wounds between the 
Chinese, who predominate in Singapore, 
and the Malay majority in Malaysia. 

Earlier this month Malaysia closed its 


* "The Singapore Story; Memoirs of Lee Kuan Yew”. Sin- 
gapore Press Holdings, Times Editions. $$32.96. 


Ruffled feathers in Singapore 
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Lee puts on war paint 


air-space to the Singaporean air force and 
said Singapore needed clearance before 
its ships entered Malaysian waters for 
search and rescue missions. These are mi- 
nor inconveniences, but they symbolise 
just how poor relations have become. 

Ever since 1996, when Mr Lee said 
reunification with Malaysia would be 
possible only if it pursued more “merit- 
ocratic” policies, there has been a series of 
tiffs. The latest arises from the chaos 
caused in Singapore’s financial markets 
by Malaysia’s abrupt imposition of capi- 
tal controls this month. 

For Dr Mahathir, tapping the antago- 
nism many Malaysians feel towards Sin- 


gapore has been a useful distraction from 
the sharp economic downturn and politi- 
cal turmoil at home. But he also seems 
genuinely to resent Singapore for not do- 
ing more for his sickly economy, or— 
worse—for trying to undermine it by en- 
couraging capital flight. But despite Dr 
Mahathir's tirades, many Singaporeans 
hope he will win his political battles. His 
sacked deputy, Anwar Ibrahim, once an 
Islamic youth leader and later a spokes- 
man for liberal reform, is distrusted on 
both counts. Dr Mahathir offers stability. 

Singaporean officials say they have 
nothing to gain from Malaysia’s troubles. 
Singapore has avoided the banking ex- 
cesses, bad investments and policy uncer- 
tainty that have added to its neighbours’ 
woes. But, as a regional entrepot, it too is 
facing a slide into recession and needs a 
recovery in East Asia. Singapore also suf- 
fers a sense of deep strategic anxiety. It is a 
dot on the map, surrounded by Malaysia 
and giant Indonesia. It even has to rely on 
Malaysia for much of its water supply— 
another source of tension. 

Ironically, Mr Lee's comments in 
1996, like his memoirs, were prompted in 
part by the feeling that young Singapor- 
eans had forgotten how independence 
was “thrust upon them”, and was still vul- 
nerable. Many will have learned that les- 
son from the rising temperature. Those 
Malaysians who accuse their neighbours 
of being superior and smug would wel- 
come a change in attitude. But Singapore 
still has one of the highest standards of 
living in Asia, and its streets are still free 
of litter, crime and political protest. Its 
government may feel that, even more 
than usual, it has much to be smug about. 
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parties, taking into account the distribu- 
tion of votes from minor parties under Aus- 
tralia's preferential system. This would be 
enough to unseat the government, which 
has a majority of 42 in Parliament. Those 
who predicted at the outset that Mr How- 
ard's lot would be returned with a reduced 
majority have fallen silent. 

Mr Howard has staked his re-election 
on a plan to reform Australia's tax system. 
Its centrepiece is an unpopular new con- 
sumption tax of 10% on almost all goods 
and services, including food. When he 
launched his campaign in Sydney on Sep- 
tember 20th, Mr Howard called on voters 
to "ask what is good for Australia, not what 
is good for you or me.” It is a risky request. 

Mr Beazley told a rally of party faithful 
at his launch in Brisbane three days later 
that the election was a contest between “a 
vision for a nation and a plan for a tax". He 
promised to spend almost A$8 billion ($4.7 
billion) on schools, universities, hospitals 
and job schemes, and to reduce unemploy- 
ment from 8.3% to 5% by 2004. This too 
could be risky, as there is no guarantee that 
Australia's economy, heavily dependent on 
volatile markets in Asia, can sustain 
enough growth to meet such targets. 

A loser in the campaign seems to be 
Pauline Hanson, a populist independent 
renowned for her attacks on Asian immi- 
gration, multi-culturalism and welfare 
spending on aborigines. In the Newspoll 
survey, support for her party, One Nation, 
had fallen to 6% from 10% in August. Elec- 
toral pundits predict that Mrs Hanson will 
lose her own seat in Queensland now that 
all candidates standing against her have 
agreed to place her last in the preferential 
voting order. But no one is writing off Mrs 
Hanson's impact altogether. Her main sup- 
port lies in rural Australia, where towns are 
dying and people have complained of be- 
ing abandoned by the main parties. Now 
both Mr Howard and Mr Beazley are com- 
peting with each other in promises to 
breathe new life into country centres. 





Indonesia 


Cleared out 


JAKARTA 


(yz of the earliest promises made by 
B.J. Habibie when he became Indone- 
sia's president in May was that he would 
launch a full assault on collusion, corrup- 
tion and nepotism. Most Indonesians as- 
sumed the main target would be the man 
believed to have been the most corrupt of 
all, ex-President Suharto. They were wrong. 
The official team established to investigate 
the billions of dollars Mr Suharto is be- 
lieved to have to have salted away has given 
up at the first turn. 
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Suharto’s still smiling 


According to the attorney-general, Mu- 
hammad Ghalib, on September 21st the in- 
vestigators paid a visit to Mr Suharto in his 
Jakarta home. He assured them that he had 
no overseas bank accounts, and promised 
to provide them with a list of all his assets 
in Indonesia. And that was it. Mr Ghalib 
said the investigation could proceed no 
further, because the government had no ev- 
idence of wrongdoing. If anyone else had 
any information, he said, the team would 
be happy to consider it. President Habibie 
has pronounced himself "very satisfied" 
with Mr Suharto's responses. 

Indonesians have reacted with disbe- 
lief. The day after the attorney-general's an- 
nouncement, hundreds of angry students 
marched to the parliament building, call- 
ing for Mr Habibie's resignation, in scenes 
reminiscent of the protests in May that 
brought down his predecessor. Even a 
member of Mr Habibie's own cabinet, the 
agriculture minister, A.M. Saefuddin, has 
demanded the dismissal of the attorney- 
general. Such internal dissent was unheard 
of in the Suharto era. 

It is difficult to assess how much money 
Mr Suharto and his family amassed during 
his 32 years in power. Estimates run as high 
as $40 billion. Mr Suharto himselfhas been 
evasive, saying only that he has no shares in 
foreign firms and no money in overseas 
bank accounts. That may be true. While he 
was president he was careful not to involve 
himself personally in business. What no 
one disputes though, is that Mr Suharto’s 
friends and relations became very rich, and 
that they did so in large part through collu- 
sion and corruption. 

The government has acknowledged as 
much, cancelling a number of contracts 
with Suharto family businesses. One such 


deal between the Humpuss group, run by 
Mr Suharto’s son Tommy, and the state- 
owned Pertamina oil company is esti- 
mated to have cost the government $6m. 
The Suharto children enjoyed dozens of 
special arrangements, ranging from a mo- 
nopoly in cloves (which Indonesians use in 
cigarettes) to privileged access to road- 
building contracts. 

With what appears to be plenty of evi- 
dence of the Suharto family amassing great 
wealth, why is Mr Habibie’s government so 
reluctant to investigate? Critics believe the 
new president and his ministers fear rev- 
elations about their own assets if they go af- 
ter Mr Suharto. Many served in his regime, 
and could face questions about the way 
they have acquired businesses. 

There is also a strong residual loyalty to 
the man who dominated Indonesian poli- 
tics for so long. The relationship between 
Mr Habibie and the man he used to call 
“Super Genius Suharto” was often likened 
to that between a father and son. Mr Habi- 
bie owes his career to the patronage of the 
former president and he does not want to 
see Mr Suharto humiliated. 

The Indonesian government may also 
have more practical reservations about 
pursuing the Suharto wealth. Some 12 years 
after the Philippines started tracking down 
the assets of its late dictator Ferdinand 
Marcos, it has still recovered only a small 
part of the fortune he is thought to have sto- 
len. Indonesia might do no better. 

Yet there remains a hunger for justice 
that the government must try to satisfy.One 
way might be to investigate the many atroc- 
ities committed during Mr Suharto’s rule. 
There would be no shortage of victims will- 
ing to come forward to talk about those. 





31 


Q4 Ss 


ASIA 


Combustible Myanmar resentment even from its neighbours, | 


views, Mynamar's ruling junta is sur- 
prisingly beholden to an international 
calendar. The UN’s General Assembly, for 
example, which opened on September 
21st, is a big annual event. Usually, the as- 
sembly passes a resolution critical of the 
junta. To avoid making the censure 
worse, the generals restrain themselves. 
This may explain their surprisingly reti- 
cent reaction to the latest affront 
from their leading opponent, Aung 
San Suu Kyi, and her National 
League for Democracy (NLD). 

On September 16th, Miss Suu 
Kyi and her colleagues announced 
that they had formed a committee 
to represent the parliament elected 
in 1990, but never allowed to meet, 
because the NLD had won over 80% 
of the seats. This was the party’s ful- 
filment of a pledge to convene par- 
liament if there were no progress 
towards a negotiated settlement by 
August 21st. Doing anything more 
was hard. By this week nearly 900 
NLD members—including most of 
the NLD's surviving members of 
parliament still in the country— 
were in detention. 

The junta's mouthpieces had 
threatened to outlaw the NLD if it 
went ahead with its plan. Colum- 
nists had also called for Miss Suu 
Kyi (who, as they often remind 
their readers, is married to a 
Briton), to be deported and for her 
closest lieutenant, Tin Oo, to be ar- 
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rested. But, in the event, government 
spokesmen preferred to play down the 
latest crime, contenting themselves with 
scoffing at the committee's effrontery, 
and reassuring the world that soldiers 
would not be distracted from the serious 
business of government. 

Certainly, the junta could do without 
further foreign criticism. Its stubborn re- 
fusal to talk to Miss Suu Kyi is earning it 





Exiles call home 


who had hoped that admitting Myanmar 
to their regional club, the Association of 
South-East Asian Nations, last year, might 
encourage better behaviour. And a report | 
last month from the International Labour 
Organisation, a UN body, concluded that, | 
despite the junta's frequent denials, the 
use of forced labour in the country is 
"widespread and systematic", and imple- 
mented with "a total disregard for the hu- 
man dignity, safety and health and basic 
needs of the people". 

But the generals have troubles enough 
at home. Fierce repression has en- 
forced an uneasy calm after stu- 
dent demonstrations in August, 
despite occasional small-scale pro- 
tests. In the tea shops, the word of 
choice for the present mood is "ex- 
plosive". Even more worryingly, all 
may not be well in the army. At the | 
Thai border, defectors tell of un- | 
happiness in the ranks over pay 
and even food; this year many 
army units became responsible for 
growing their own rice. 

There are also reports that sev- 
eral senior officers have been ar- | 
rested, after responding to an ap- 
peal by Miss Suu Kyi broadcast by 
foreign radio stations. It reminded 
them that the army belongs to the 
people, not the other way around. 
The last time the people of Myan- 
mar tried to shake off military 
rule—ten years ago—thousands of : 
people were slaughtered. The jun- 
ta’s biggest worry may not be the 
text of a UN resolution, but 
whether, next time, its soldiers 
would shoot to kill. 














Cambodia 


Bunkered 


SIEM REAP 


CCORDING to a story going the rounds 
this week, Cambodia's Queen Moni- 
neath has suggested that the country's rival 
political leaders should play golf together. 
This, she believes, would help to dispel 
their deep-rooted distrust of each other. 
Itis true that many of Asia's movers and 
shakers love a game of golf. Hun Sen, Cam- 
bodia's prime minister and, as some see 
him, would-be dictator, has been sharpen- 
ing up his game in recent months. Prince 
Norodom Ranariddh, his chief rival and 
head of the royalist party, has exchanged 
pleasantries on the fairways with Chea 
Sim, president of Mr Hun Sen's Cambo- 
dian People's Party. Sam Rainsy, a fierce 
critic ofthe government, does not play golf, 
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but once putted a ball around a mini-golf 
course, so the willingness may be there. 

The problem is that Mr Hun Sen is not 
noted for being a good sport. He was far 
from being in a sporting mood when the 
three political leaders met this week in 
Siem Reap, a northern town near the tem- 
ples of Angkor Wat, where the winners in 
July's general election were sworn in before 
the new National Assembly opened. By 
then two people had died after a grenade 
attack on a government convoy. 

Mr Hun Sen, who claimed it was an at- 
tempt on his life, told his rivals not to 
“dream” about getting rid of him from the 
prime ministership more constitutionally. 
It would be regarded as an attempted 
coup—and appropriate military action 
would be taken, he said. In a further un- 
sporting gesture, he said that Mr Rainsy 
would face arrest ifhe stayed away from the 
convening of parliament. Mr Rainsy has 
been threatened with arrest before, after 


three grenades were thrown at Mr Hun 
Sen’s house in Phnom Penh on September 
7th. Prince Ranariddh has no trust in Mr 
Hun Sen either. Last year he was ousted as 
joint prime minister and forced into exile 
after Mr Hun Sen staged his own coup. It 
was only as a result of international pres- 
sure that he was allowed to return to take 
part in the general election. 

Mr Hun Sen’s party, though it won most 
seats in July, lacks a majority to govern 
alone. Originally welcoming a three-party 
coalition, he now appears willing only to 
link up with Prince Ranariddh, leaving Mr 
Rainsy out in the cold. His party came third 
in the election. No other party won seats. 

So far, both opposition leaders have 
managed to stay together in their negotia- 
tions with Mr Hun Sen’s party. But once 
parliament is in session, members of the 
opposition could be bought off with prom- 
ises of money or positions. If there is no 
agreement to form a coalition, Mr Hun Sen 
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Hun Sen and golfing buddies 


has threatened to change the constitution 
to enable his party to govern alone or to 
continue to govern with the present 
administration. 

Negotiations could go on for weeks, de- 
priving Cambodia of a speedy return of its 


seat at the United Nations and delaying its 
accession to ASEAN membership. Mean- 
while, the country struggles to recover from 
the economic fall-out of weeks of dem- 
onstrations and violent clashes on the 
streets between protesters and police. 





China 


Precipitation problems 


PIANGUAN, SHANXI PROVINCE 


Despite the recent floods, parts of China badly need more water 


HE floods, a cynic might say, came just 

in time. The fight to control the waters 
that officials say killed 3,000 people this 
summer has helped divert attention from 
the government's dismal struggle in other 
areas—its difficulty in pursuing reform and 
in finding economic growth. The People's 
Liberation Army, too often associated with 
smuggling and corruption until the heroic 
soldiers did battle with the floodwaters, is 
now refulgent with pride. The dyke-savers 
have been acclaimed as proletarian heroes. 
Already, President Jiang Zemin has beati- 
fied several "martyrs of the flood-fights". 
One has been immortalised as a statue. 

Even as the waters recede, they will re- 
main useful for the government. Official 
rumblings suggest that the flooding might 
soon be blamed for the government's fail- 
ure to reach the 8% growth in 1998 that has 
been promised ad nauseam all year. This 
would be disingenuous. It is now apparent 
that flood damage, though serious, is not as 
extensive as the government claims, par- 
ticularly in the oil-producing regions of the 
north-east. China's grain harvest is likely to 
be no less than last year's. Meanwhile, gov- 
ernment spending in flood-stricken areas 
may actually raise growth. 

But this is a story not only for cynics. In 
some state-controlled newspapers a re- 
markably frank debate has erupted about 
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the man-made contributions to the causes 
of the floods, particularly the admittedly 
ancient question of overcrowding on the 
flood-plains, as well as deforestation on the 
middle and upper reaches of the mighty 
Yangzi River and its tributaries. Denuded 
slopes and soil erosion help explain why, 
even when the summer rainfall has not 
been spectacularly high, the volume of wa- 
ter barrelling down the Yangzi has risen 
during the 1990s. A government ban on 
logging is a welcome first step, even if in 
places it will at first be disregarded. 

One effect of the debate is that people 
are starting to take the water shortage in the 
north equally seriously. Floods notwith- 
standing, the Chinese have available, per 
person, only about a fifth of the world aver- 
age supply of water. In the vast northern 
and north-western regions of Inner Mon- 
golia, Shanxi, Shaanxi and Gansu prov- 
inces, that falls to just 4-5% of the world av- 
erage. "There is no doubt in my mind", says 
Juergen Voegele, of the World Bank, “that 
China's water shortage is the key problem, 
greater than the floods." 

A visit to Taiyuan, the grimy capital of 
Shanxi, a sulphurous province of coal 
mines, brings the point home. The aquifers 
there have all but run dry. Water charges are 
among the highest in China. Water is 
turned on forat most three hours a day, and 
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those living above the third floor can expect 
none at all. Water consumption per person 
(industry included) is only 20 litres—just 
over five American gallons—a day. 

Local officials say that the shortage of 
water restricts the kind of businesses they 
can attract. Clean power production and 
coal-washing are constrained. Another 
World Bank official says bluntly that, if 
nothing is done about water, Taiyuan’s in- 
dustrial production will have to fall by 85%. 

A few years ago the provincial govern- 
ment considered moving 2m of Taiyuan’s 
inhabitants several dozen kilometres closer 
to water, in effect, rebuilding the city. That 
plan has been shelved in favour of a project 
on an imperial scale, indeed China's third 
largest. A massive dam is being built near 
the town of Pianguan, across a canyon 
where the Yellow River cuts through the 
Loess plateau in Shanxi's north-east, along 
the border with Inner Mongolia. From 
there, water will be pumped, through sev- 
eral hundred kilometres of underground 
tunnels and down existing river courses, to 
Taiyuan, to Datong in the north-east and to 
the smaller city of Shouzhou in between. 
The Wanjiazhai project, costing $2.2 billion 
($400m of it World Bank money), might al- 
low these cities' current annual consump- 
tion of water to rise by 1.2 billion cubic 
metres. 

The plan to suck water out of the Yellow 
River has brought grumblings from two 
downstream provinces, Shandong and 
Hebei. Zheng Yousan, party secretary in 
charge of the diversion project and an irre- 
pressible booster, counters that these prov- 
inces have long benefited from Shanxi's in- 
ability to draw off its allocated share. Yet 
the problem remains. Officials are talking 
enthusiastically about reforesting the land 
beside the upper Yellow River, to help 
regularise the flow. A project to dwarf all 
others is being mooted that would divert 
Yangzi water to various reaches of the Yel- 
low River. Part ofthe scheme would involve 
building tunnels and covered water 
courses over several hundred kilometres of 
high, inhospitable terrain in Qinghai prov- 
ince. To the outsider, the whole project 
sounds hare-brained. But the Chinese ac- 
complished something similar when 
building the 2,000-kilometre Grand Canal 
during the Sui dynasty, 1,300 years ago. 

The residents of Taiyuan, by Chinese 
standards at least, are adequately off. That 
cannot be. said for most of the 70m or so 
rural residents of the Loess plateau, an area 
the size of France that spans several north- 
western provinces and autonomous re- 
gions. The Loess soil, fine and silty, is fertile 
enough, and deep. But rainfall amounts to 
only 20-55 centimetres (8-22 inches) a year. 
And when it does fall, it often washes away 
the soil and crops planted on the steep 
slopes. The erosion—over 1 billion tonnes 
of soil washed away each year—gives the 
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Yellow River its name. Meanwhile, the high 
Gobi desert rolls down in sandy billows, 
swallowing more of the plateau each year. 
More than half of the region's population 
barely subsists, scraping together less than 
$50 a year. 

Yet the plateau is experiencing a re- 
markable transformation. The denuded 
hills were once covered in thick, mixed for- 
est. Officials say that in the 13th century, a 
time of Mongol invasions, Chinese armies 
cut down the woods the better 
to see what, with political cor- 
rectness, are now called “invad- 
ing ethnic minorities". But the 
more recent depredations of 
peasant farmers and Mao-era 
collectivisation are also much 
to blame. 

Under a programme led by 
Mr Voegele, who, it is clear, is 
something of a folk hero on the 
plateau, reforestation has be- 
gun on a vast scale. Though the 
scheme is barely four years old, 
plantations of pine trees in 
many parts stretch as far as the 
eye can see. In time, it is hoped 
deciduous woodland will seed between the 
pines. Management of the forests is con- 
tracted out to local farmers, who at first are 
responsible for keeping sheep and goats 
out, but who will later be able to use the for- 
est for timber and fodder. 

Lower down, the more fertile hills are 
terraced and planted with cereal crops. 
Small earth dams stop water and soil run- 
ning away. By such methods, nine-tenths of 
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the water, and nearly all the soil, is retained. 
A staggering 150,000 hectares (370,000 
acres) of plateau have been rehabilitated in 
the past four years, including 45,000 hect- 
ares of terraces. A second project of equal 
size is now being considered. The World 
Bank has put in a mere $150m in soft loans, 
with another $100m found locally. 
Farmers proudly display their loan con- 
tracts, which guarantee land-use rights for 
up to 100 years. A soil conservationist pre- 
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dicts that the afforestation will eventually 
lead to higher rainfall. “Master the moun- 
tains and conserve the waters,” shouts a gi- 
ant slogan on a replanted mountainside. 
“Change heaven and revive the earth.” The 
earth, says a woman farmer in her village 
far from the metalled road to Pianguan, has 
certainly been revived. “But”, she reminds 
visitors from the cities, “we still eat bitter- 
ness up here.” 





South Korea 


Nem con? 


SEOUL 


WEN Kim Dae Jung, for long a lead- 
ing figure in the opposition, was 
elected president last December, South Ko- 
rean politics seemed set to be turned on its 
head. And so it has been. This week the leg- 
islature stopped functioning altogether as 
members of the former ruling party took to 
the streets and threatened to resign en 
masse. They claim Mr Kim is intent on de- 
stroying their base. The rumpus not only 
threatens the reforms that are needed to 
put South Korea's shattered economy back 
on its feet, but also Mr Kim's attempts to 
make peace with the increasingly menac- 
ing regime in North Korea. 

When Mr Kim took office, the former 
government's Grand National Party still 
held a majority of seats in the National As- 
sembly. As its members became embroiled 
in fighting among themselves, Mr Kim's co- 
alition began to recruit defectors. Earlier 
this month it had tempted enough politi- 
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cians to swap sides to gain 155 seats. It is 
now the biggest group in the 299-seat Na- 
tional Assembly. 

Mr Kim has also launched an anti-cor- 
ruption campaign. A member of his party 
has been arrested for allegedly taking 
bribes, and nearly a dozen opposition 
members are under investigation. On Sep- 
tember 18th the public prosecutor's office 
said that the Grand National Party had 
used the country's tax collectors to gather at 
least 8.4 billion won ($6m) from several 
dozen business conglomerates, including 
Hyundai, Daewoo and Samsung, to fi- 
nance its election campaign last year. 

Mr Kim wants the Grand National 
Party to apologise for its "tax theft". Lee Hoi 
Chang, a former Supreme Court judge who 
ran against Mr Kim as the party's presiden- 
tial candidate, refuses to do so. Mr Lee says 
Mr Kim should reveal the source of his own 
campaign funds. He claims the investiga- 
tion is unfair because it is mostly directed 
at opposition politicians. 

In a rare display of harmony in a party 
riven by factions, 133 of the 138 Grand Na- 
tional Party's members have written letters 
of resignation, although Mr Lee has yet to 


submit them to the National Assembly. The 
MPs are boycotting the parliamentary ses- 
sion that was due to convene on September 
10th. Instead, the opposition Mrs have 
been holding rallies around the country to 
try to drum up support. Mr Kim's coalition 
says it will try to convene the legislature on 
its own because it needs to approve the 
budget for next year. 

Many in South Korea believe Mr Kim is 
trying to dismember the opposition in or- 
der to extend his party's power-base from 
the Cholla region in the south-west into the 
Grand National Party's stronghold in the 
more prosperous south-east. Mr Kim de- 
nies this, and refutes allegations that he has 
launched the corruption probe simply to 
get revenge on his old opponents. What- 
ever the motive, the domestic political tur- 
moil will do little to help the government 
deal with the two most pressing issues on 
its agenda: the economy and the nutty 
nasties next door in North Korea. 

The economy now shows signs of defla- 
tion, with industrial production having 
fallen by almost half and private consump- 
tion collapsing. Nearly 10% of the work- 
force are now out of work, and the rate is 
expected to rise. Although Mr Kim appears 
confident that the economy will start to re- 
cover next year, after shrinking by an ex- 
pected 6% this year, economists can detect 
few sources of growth. In theory, the gov- 
ernment could stimulate it by increasing 
spending, but the state’s coffers are empty 
and the budget deficit is likely to exceed 5% 
of Gpp this year. Mr Kim has yet to make up 
his mind whether he will increase it in or- 
der to create jobs. 

Meanwhile, North Korea has become a 
bigger worry. Fears that the North may have 
restarted a suspected nuclear-weapons pro- 
gramme, along with its recent test-firing of 
a missile over Japanese territory, have put 
in jeopardy a deal in which America, South 
Korea and Japan would help pay for fuel- 
oil and two nuclear power stations to be 
built in North Korea. In return, the North 
was supposed to freeze its nuclear 
programme. 

Nevertheless, Mr Kim presses ahead 
with his “sunshine” policy toward the 
North, even though the North sends noth- 
ing but dark clouds back. On September 
20th it accused the South Korean govern- 
ment of a plot to kill 500 cattle it had been 
sent as a gift from Hyundai's founder, 
Chung Ju Yung. Now even Hyundai’s plans 
to start a pleasure-boat service taking South 
Koreans to Mount Kumkang in the North 
have run into problems. The North's latest 
demand is for a road to be built to the 
mountain as well. Mr Kim is coming under 
increasing pressure to persuade politi- 
cians, not only at home but also in America 
and Japan, that his sunny disposition to 
the Hermit Kingdom is worth continuing. 
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When you've a moment, Bill 


WASHINGTON, DC 


There's a world waiting for America's attention 


T LEAST the rest of the world, it seems, 
loves America's sexually troubled 
president. On September 21st, as the presi- 
dent's videotaped testimony to Kenneth 
Starr's grand jury was being televised across 
the country, the United Nations General 
Assembly in New York welcomed Bill Clin- 
ton with rhythmic clapping and a standing 
ovation. A day later, on a farewell visit to 
the White House, South Africa's President 
Nelson Mandela underlined the point: he 
would not desert “a friend of South Africa 
and Africa". Similar sentiments came from 
Britains Tony Blair and Germany's 
Helmut Kohl, who last weekend told Die 
Zeit that the public scrutiny of Mr Clinton's 
relationship with Monica Lewinsky “is 
something—and I don't use the expression 
casually—that makes me vomit." 

Genuine sympathy for an embattled 
colleague? Doubtless so, since surely in no 
other country would a head of government, 
whatever his misdeeds, have to endure the 
relentless probing and prurient detail that 
have characterised Mr Starr's investiga- 
tions. But there is another element at work. 
As Mr Kohl added: "With all the problems 
that we have, from the financial crisis in 
Asia to genocide in central Africa and the 
civil war in Kosovo, I really hope that the 
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Americans can pull their socks up and be 
capable of acting." 

The translation is obvious. America, the 
one superpower and the global economy's 
consumer of last resort, cannot be an effec- 
tive leader of the world if its own leader is 
so distracted. And, if America cannot lead, 
then the world's troubles will only grow. 

The logic seems powerful enough. In- 
deed, Americans who regard the presi- 
dent's misbehaviour and its consequences 
as anything but trivial make a similar argu- 
ment. Lamar Alexander, a former (and 
probably future) Republican candidate for 
the presidency, this week asked: "When it 
comes to foreign policy, who is minding 
the store?" He went on to list the develop- 
ments allegedly missed or mishandled by 
the president in the eight months since Mr 
Starr began delving into the Monica 
Lewinsky affair: the nuclear tests by India 
and Pakistan; Iraq's suspension of UN 
weapons inspections; the launch by North 
Korea of a missile or satellite over Japan; 
Russia’s slide into economic crisis. 

The list could go on. Last May, for exam- 
ple, the secretary of state, Madeleine 
Albright, presented a plan to revive the 
Middle East peace process, complete with 
an ultimatum for its acceptance by Israel 


and the Palestinians. When Israel’s prime 
minister, Binyamin Netanyahu, called Mrs 
Albright’s bluff, Mr Clinton’s support for 
her was conspicuous by its absence. She 
may now try again—but how hard, given 
that once bitten is twice shy? Similarly, Ser- 
bia’s Slobodan Milosevic has been forcibly 
repressing Kosovo's ethnic Albanians re- 
gardless of NATO’s threat that Serb brutality 
would not be tolerated. Japan has yet to put 
its economic house in order, despite re- 
peated American warnings of the global re- 
percussions of delay. 

But is this dismal litany truly the conse- 
quence of presidential distraction? It is just 
as plausible to argue that the fault lies not 
with the Starr investigation but with the 
president himself. After all, it is in foreign 
policy that a smart president (and no one 
doubts Mr Clinton’s political intelligence) 
can find distraction from domestic diffi- 
culties, rather than vice versa. Indeed, the 
cynics will say Mr Clinton appreciates that 
point perfectly: hence the “Wag the Dog” 
coincidence of America’s missile strikes in 
Sudan and Afghanistan the day Monica 
Lewinsky again testified to the grand jury. 

Less cynically, historians will note that 
Richard Nixon, throughout the Watergate 
saga, proved both active and effective in 
foreign affairs. In October 1973, the Arab- 
Israeli war was settled without the inter- 
vention of a nuclear-armed Soviet Union; 
and in June 1974, only two months before 
his resignation, Mr Nixon was signing 
arms treaties in Moscow with Leonid 
Brezhnev. In other words, if Mr Clinton 
proves ineffectual on the world stage, the 
fault lies with him—and predates the ar- 
rival of Mr Starr as his grand inquisitor. 

It is a tempting conclusion. Back in 
1992, when Bill Clinton was campaigning 
for his first term, he made a virtue of his 
disdain for foreign-policy issues. "It's the 
economy, stupid,” was the wounding taunt 
against George Bush, an incumbent presi- 
dent who was famously interested in for- 
eign affairs. True, Mr Clinton moved 
swiftly to squash the annual squabbling in 
Congress attached to China’s “most fa- 
voured nation” trading status, but it is not 
entirely glib to say that much of the admin- 
istration’s foreign policy has seemed pretty 
improvised. The acceptance in 1996 of the 
Helms-Burton legislation on Cuba, and the 
much-touted presidential visits to Latin 
America last October and Africa last 
March, certainly smack not so much ofa vi- 
sion of the world as of a calculated appeal 
to domestic American constituencies. 

There is, however, a reply to Mr Clin- 
ton's critics. Of course there will be issues 
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UNITED STATES 





WASHINGTON, DC 


HIS week should have been hearten- 

ing for Bill Clinton. Besides looking 
good on the world stage—addressing the 
UN, hobnobbing with Britain’s Tony Blair 
and Japan's Keizo Obuchi—he managed 
to avoid looking terrible in the tragicom- 
edy called Monica. The previews had said 
his broadcast testimony on September 
21st would be a disaster; but he played his 
part expertly. The audience had expected 
Monica Lewinsky, holder of the title role, 
to be his nemesis; but a new twist in the 
plot presented her as a moderately sup- 
portive figure. By mid-week Demo- 
cratic voices could be heard urging 
that Mr Clinton should be left to 
act out the rest of his presidential 
term. But there remained a feeling 
that, however well he performs 
now, past gaffes have unleashed 
forces which will lower the curtain 
on him prematurely. 

The video testimony lasted 
over four hours, and nearly all of it 
was played on the main television 
stations. The White House, dis- 
ingenuously perhaps, had resisted 
its release, saying it would increase 
the public appetite for impeach- 
ment, and hurt Democrats in No- 
vember's mid-term elections. The 
electoral consequences may in- 











on which a president is free to act without 
Congress's say-so, and on which the coun- 
try as a whole will rally to the president. The 
attacks on Osama bin Laden's camps in Af- 
ghanistan and the Sudanese pharmaceuti- 
cal factory are a case in point (made easier 
by the soldiers' ability, after the casualties 
suffered in Somalia five years ago, to rely on 
technology rather than manpower). But 
many foreign issues are not like that. To- 
day's most pressing crisis is financial, and 
therefore economic, rather (yet) than politi- 
cal. Arguably, “It’s the economy, stupid" ap- 
plies now not just to America but to the 
world as a whole, and Mr Clinton—a policy 
wonk of the highest order—is the man who 
ought to be offering solutions. 

The trouble is that such solutions can- 
not be delivered without the support of 
Congress. Earlier in September, in à speech 
in New York, Mr Clinton described the con- 
tagious problems that began with the col- 
lapse of the Thai baht last year as "the big- 
gest financial challenge facing the world in 
a half-century,” adding that “the United 
States has an absolutely inescapable obliga- 
tion to lead." That meant working with Jap- 
anese, Europeans and others, but it also 
meant that "Congress must live up to its 
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It wasn't the climax after all 


deed prove dire: Republican candidates 
are now free to use the damning mo- 
ments ofthe testimony in their campaign 
advertising. But most of the tape shows a 
dignified president fending off questions 
about his sex life that anybody would 
find trying. Judging from the opinion 
polls, the video helped him as much as it 
harmed him. 

The video's release coincided with 
that of pages of testimony amassed by 
Kenneth Starr, the independent counsel. 
This included some details helpful to Mr 





responsibility" by agreeing to finance "our 
obligations" to the IMF. 

Will Congress oblige on this, or on pay- 
ing America's dues to the UN, or on keeping 
American troops in the Balkans or persuad- 
ing North Korea to step away from the nu- 
clear edge? Perhaps in the end it will, but it 
will demand some kind of price, and the 
fact is that, whether or not the Lewinsky 
saga distracted the president, it has cer- 
tainly weakened his ability to bargain. 

He wants Richard Holbrooke to be his 





Clinton. Mr Starr's records reveal that, 
when his agents first pressed Miss 
Lewinsky to co-operate in their efforts to 
incriminate the president, they tried to 
keep her from contacting a lawyer. They | 
told her that, if she refused to co-operate | 
at once, she might be denied a deal to give _ 
her immunity from charges that could 
carry a 27-year jail sentence. | 
Such pressure is not illegal, but it — 
makes many people dislike Mr Starr 
more than Mr Clinton. So may the claim 
that Mr Starr's report to Congress earlier 
this month, which relied heavily on Miss 
Lewinsky’s testimony, failed to quote one 
of her more striking comments. “No one 
ever asked me to lie and I was never 
promised a job for my silence,” 
Miss Lewinsky declared. Mr Starr's 
team retorts that, even though Mr 
Clinton was not explicitly obstruc- 
tive, he nonetheless made it clear to 
Miss Lewinsky that the truth would 
not be welcome. Still, voters may 
wonder whether pressure to lie 
about sex warrants impeachment | 
if it was merely implicit. | 
For the moment, though, these 
gains for Mr Clinton have had no 
impact on the Republicans. With 
an eye on November's elections, 
they seem set to vote for formal im- 
peachment proceedings. The elec- 
tions will bring a new and proba- 
bly more Republican Congress, 
and the next act in this drama. | 





new UN ambassador—but, because some 
potential conflict-of-interest questions 
hang over Mr Holbrooke, he dares not send 
him for confirmation by the Senate. As 
things grow bloodier in Kosovo, the presi- 
dent wants the right for NATO to strike 
against Serbia—but fears the reluctance of 
his allies and the opposition of Russia 
(though this week Russia did seem to bend 
a bit. No wonder America’s friends are 
worried. No wonder its enemies, in Bagh- 
dad and elsewhere, are chuckling. 





California's Senate race 


A Boxer on the ropes 


LOS ANGELES 


HE coffee comes from Stonewall Cof- 


fee, a predominantly homosexual en- 
terprise; the milk cartons advertise an up- 
coming AIDS walk; and Barbara Boxer, 
California's junior senator, is lathering her 
supporters into a frenzy of enthusiasm. Her 
Republican opponent in November's Sen- 
ate race, Matt Fong, is a cat’s-paw for Newt 
Gingrich and Oliver North, an enemy of 


abortion rights, a friend of handguns and a 
madcap supporter ofthe flat tax, she argues, 
to chants of “Fong is wrong" She, on the 
other hand, is a tireless fighter for progres- 
sive causes, a defender of women's rights, 
civil rights and, indeed, human rights. She 
raises the Clinton scandal only to dismiss it 
as a sleazy diversion. "Maybe our hearts are 
hurt,” she intones, but she adds, “They can- 
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not break our spirit." 

There are few people who 
disagree with her in West Hol- 
lywood, the Bohemian en- 
clave of Los Angeles where she 
rallied the faithful on Septem- 
ber 19th. Mystic Circle, a bou- 
tique that specialises in aura 
cleaning and “love candles", 
does not look like a magnet 
for Republicans; nor does 
“665 One # Short of Hell”, a 
neighbouring outfit with a 
window display of a manne- 
quin dressed in a leather 
mask, studded chest restraints 
and a leather jock-strap. 

But outside West Holly- 
wood her campaign is in trou- 
ble. With only six weeks to go until the elec- 
tion, Ms Boxer ought to be well ahead in the 
polls, She is an incumbent at a time when 
people seem happy with the political estab- 
lishment. Mr Fong faced a powerful chal- 
lenge for his party's nomination in June; 
Ms Boxer was to all intents and purposes 
unopposed. This meant that she went into 
her campaign with a war chest of $3.9m, 
whereas the exhausted Mr Fong was hun- 
dreds of thousands of dollars in debt. 

Mr Fong, who currently occupies the 
low-profile post of state treasurer, is far 
from being his party's first choice. A succes- 
sion of more eligible candidates, including 
Susan Golding, the mayor of San Diego, 
Ward Connerly, the architect of the state's 
ban on positive discrimination, and Chris- 
topher Cox, a powerful congressman, all 
flirted with running. Mr Fong is the sort of 
man Ms Boxer normally eats for breakfast. 
He is so uncharismatic that he has taken to 
starting his speeches by joking that he will 
try to keep his charisma in check. He is so 
nervous on the stump that he insisted on 
taking notes into a televised debate. 

No matter. So far, the race seems to be 
going Mr Fong's way. In May, a Field poll 
gave Ms Boxer a slim lead, with 47% of the 
vote to his 43%. In late August another Field 
poll put them dead-even, with 45% each. 
And last week a different poll put Mr Fong 
ahead among likely voters, with 489; com- 
pared with her 43%. 

It is tempting to blame Bill Clinton for 
Ms Boxer's decline. She made her national 
reputation harrying Clarence Thomas and 
Bob Packwood for their alleged sexual in- 
discretions. But she has singularly failed to 
apply the same standards to her friend and 
relative in the White House. (Her daughter 
is married to Hillary Clinton's brother.) She 
waited for three weeks after Dianne 
Feinstein, California's senior senator, pub- 
licly condemned Mr Clinton before doing 
likewise, and has since made a good job of 
keeping her outrage in check. 

This is obviously embarrassing for Ms 
Boxer. But it is not clear how it will play 
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Barbara gets a right from Matt 


with the voters. Ms Boxer worries that the 
scandal will make despondent Democrats 
stay at home; indeed, the voter turnout in 
this year’s primaries has been a near-record 
low. Mr Fong suspects the Clinton scandal 
may have the same effect on politics as the 
O.J. Simpson case had in 1994, the year Mr 
Fong ran for treasurer—silencing serious 
debate and freezing the voters. Both sides 
are hedging their bets. Mr Fong is reluctant 
to make an issue of Mr Clinton. Ms Boxer 
remains supportively close to the presiden- 
tial couple. Mrs Clinton is hosting a fund- 
raiser for her in San Francisco, and Mr 
Clinton gallantly promises to come to Cali- 
fornia to support her in October. 

Even without the Clinton scandal, 
though, Ms Boxer would be in trouble. In 
1997 the National Journal, a Washington- 
based magazine, crowned her as the most 
liberal figure in the Senate: no accolade in a 
California now increasingly voting for 
pragmatists. And she has à strident person- 
ality that makes it hard for her to reach out 
beyond her core constituency. She is a sena- 
tor who lacks a senior politician's gravitas, 
an insider who crusades like an outsider. 
Most people have already formed strong 
opinions of Ms Boxer, either for or against. 
Mr Fon£ possesses the sort of blandness 
that could play well with floating voters. 
Even in a primary election in which she 
had no serious challenger, she managed to 
win only 44% of the votes. 

The Republicans have targeted Ms 
Boxer as one of five vulnerable Democrats 
they need to unseat in order to achieve their 
dream of a filibuster-proof 60 votes in the 
Senate. They would like to claim her scalp 
for purely personal reasons, too. Ms Boxer 
arouses among Republicans the same emo- 
tion that Jesse Helms does among Demo- 
crats. A series of national heavyweights, in- 
cluding Newt Gingrich, Jack Kemp and 
Rudy Giuliani, have flown in to lend Mr 
Fong a helping hand, and there seems little 
doubt that his campaign will succeed in 
raising the $10m it needs to have a chance 
of winning. Add to this the fact that, as a 
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Chinese-American, Mr Fong 
represents a chance for the Re- 
publicans to shake up their 
image as a whites-only party. 

Being an Asian is one of 
Mr Fong's two big strengths. 
Asians are 5% of Californian 
voters—enough to swing a 
tight election—and, though 
slightly more inclined to vote 
Democratic than Republican, 
are far from set in their ways. 
Asians saw the campaign-fi- 
nance scandals of1996, which 
featured several Asian names, 
as a severe embarrassment; 
getting a fellow Asian into the 
Senate would give them a 
chance to reclaim their dig- 
nity. Certainly, Asians turned out in large 
numbers for Mr Fong in the primary. 

His other strength is his pragmatism. 
Ms Boxer is currently trying hard to portray 
him as a wild-eyed radical, a charge that 
hardly squares with either his modest per- 
sona or his dutiful political record. Mr 
Fong is certainly a supporter of the flat tax, 
on which he can outbore the best. He also 
worries that military expenditure may have 
been cut too far. But he supports abortion 
in the first trimester (though he adds, dis- 
armingly, that as an adopted child he is 
glad that his *birth mother chose life"). He 
ran as a moderate in the primary, accusing 
his opponent of being a far-right extremist. 

It is too early to write off Ms Boxer. She 
is campaigning harder than ever. The gaffe- 
prone Mr Fong could still make a fool of 
himself on television. The Clinton scandal 
remains a wild card. But, even if she man- 
ages to scrape through in November, the ju- 
nior senator for California will be a dimin- 
ished figure. Ms Boxer has made her career 
out of high dudgeon, raging about every- 
thing from Pentagon extravagance to the 
proper temperature for freezing chickens. 
Her strident certainties on Clarence 
Thomas and Bob Packwood helped to open 
public figures’ private lives to public in- 
spection. Her painful contortions about Mr 
Clinton leave her open to the twin charges 
of hypocrisy and opportunism. 





Cabins in the wilderness 
The market growls 


STANLEY, IDAHO 


ARLY this century, when there were not 

all that many people living in the West, 
the federal government's Forest Service en- 
couraged Americans to build get-away 
homes in forests it assumed that nobody 
else wanted to use. For a small fee, it let 
them erect rustic cabins in an acre or so of 
pristine federal-owned countryside. The 
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Fire control 


AMERICANS love their 
guns, but most of them 
would like to see those 
guns more tightly regu- 
lated, says a survey con- 
ducted by the National 
Opinion Research Centre at the Univer- 
sity of Chicago and the Johns Hopkins 
Centre for Gun Policy and Research. 
How many firearms are locked away 
(one hopes) in cupboards and drawers? 
Nearly 40% of Americans have a gun in 
the house. The figure has fallen from 49% 
in 1973, but the decline has been in shot- 
guns and rifles. The proportion of house- 
holds with handguns climbed from 20% 
to 24% over the same period. Half of all 
American men still have a gun in the 
house. And be careful whom you bump 
into on the street: one in ten Americans 
has carried a gun away from home dur- 
ing the past year; on any given day, one 
adult in 50 will be carrying a handgun. 
For all that, most Americans (includ- 
ing most gun owners) would like better 
safety catches. A majority of the people 
questioned in the survey favoured li- 
censing gun owners, registering guns, 
regulating ammunition and limiting the 
right to carry a concealed weapon. Most 
would keep guns out ofthe hands of con- 
victed criminals, even those convicted of 
mild offences such as drunk and disor- 
derly conduct. They would also like to 
make guns safer. Nearly 90% are in fa- 
vour of designing handguns so that they 
cannot be fired by a small child, and 73% 
would like such guns equipped with an 
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indicator which shows whether or not 
they are loaded. But there most Ameri- 
cans draw the line; only 36% would take 
handguns away from ordinary citizens. 
Gunshots are the second commonest 
cause of death for Americans aged be- 
tween 10 and 24, and the leading cause 
of death for young blacks. Every year 
roughly 30,000 Americans are killed by 
guns. Four out of five Americans would | 
like to make gun manufacturers liable | 
for injuries that result from defects in the 
design or the manufacture of guns. The 
problem is that far too many guns do ex- 
actly what they were designed to do. 


Handgun control and safety 
Support for gun-control and safety measures 
" o 5 © € 

Require that all 
new handguns 


be childproof 


Mandat 
ao 


Ba ’ 
E 
authorised persons 


Gun ownership 





% of adults in households owning guns 
Rifles and shotguns 


so 
40 
t. 
20 





Sources: General Social Survey; Second Annual Gun Policy Survey 





leases on which they occupied these hide- 
aways were fairly strict; the cabins gener- 
ally had to be built of natural wood, and 
many of them still have no electricity, run- 
ning water or sewerage. But rents are low, 
and the views the cabins command over 
the nearby wilderness easily make up for 
what they lack in mere convenience. 

Since that time, however, many of the 
areas near such cabins have become highly 
desirable destinations for holidaymakers. 
So, with neighbouring property values sky- 
rocketing, environmentalists and other 
critics have begun to ask why the cabin- 
holders should have such a sweet deal. 
Now, backed by a study from Congress’s 
General Accounting Office, the Forest Ser- 
vice is preparing to squeeze more money 
from cabin-holders. The cabin-holders are 
not taking it lightly. 

The Forest Service began by reapprais- 
ing, for the first time since 1978, its holdings 
in Idaho’s Sawtooth National Recreation 
Area. The jagged Sawtooths—a sweep of 
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snow-capped peaks that shield stretches of 
grassy meadow, burbling brooks and sap- 
phire lakes—are so gorgeous that land 
prices nearby are now higher than those in 
almost any comparable area. When the 
Sawtooth reassessment was complete, the 
administrators found themselves with a 
potential eightfold increase in revenue, 
and most cabin-holders faced enormously 
stiffer rents. Some rents were to leap from 
$200 a year to $9,000; others were to rise 
from $4,000 to $67,000. 

Some holders of the 182 Sawtooth cab- 
ins are rich enough to afford the increases; 
the actor Bruce Willis is said to live in one 
of them. But many are middle-class pen- 
sioners or widows whose families have oc- 
cupied their cabins for generations. In a pe- 
culiarly American way, the cabin-fee issue 
has therefore turned into a sort of morality 
play in which these people argue that the 
government should keep their rents low in 
order to prevent something even worse: the 
prospect that public lands might become 


solely a province of the rich. 

The Sawtooth cabin-holders are appeal- 
ing against the proposed increases partly 
by arguing that it is unfair to compare For- 
est Service cabins with nearby private prop- 
erty because the owners of the latter face far 
fewer restrictions on what they can do with 
their property. The cabin-holders also con- 
tend that other users of the forest—such as 
loggers, miners and people who use it for 
grazing animals—get even better terms, 
acre for acre, than they do. 

It could take the Forest Service at least 
another year to complete its re-examina- 
tion of cabin fees across the West. Mean- 
while, sympathetic politicians in Congress, 
not least from Idaho, have used their legis- 
lative cunning to prevent a rise in the Saw- 
tooth cabin fees. Since most of these con- 
gressmen are usually keen free-marketeers, 
this has led to snide comments that they 
have abandoned economic principle in or- 
der to keep their constituents happy. But 
sarcasm may not be enough to carry the 
day. The federal government is unpopular 
in Idaho, as it is in much of the West. Some 
groups inimical to the rent rise are using 
the Sawtooth issue in a bid to stall the For- 
est Service’s whole reassessment plan, even 
though its officials say that in most of the 
areas it supervises rents will need to go up 
much less than in the Sawtooths. 

A compromise ought to be possible; yet 
it remains elusive. “There are too many 
people on both sides who have made it 
their business not to look for compromise,” 
says one shrewd Idahoan. “You gain very 
little advantage by calling the opposition 
anything other than the enemy.” 

Local Forest Service officers, though 
they see the case for higher fees, find them- 
selves reluctant to play Scrooge to families 
they have known for years. Bill LeVere, the 
forest supervisor for the Sawtooth National 
Forest, adds that he is frustrated by being 
pulled in different directions by the differ- 
ent forces at work in Washington, Dc. “I 
don’t want to have to bill folks at these 
higher rates if the fee process is going to 
change,” he says. It is never comfortable to 
be at the sharp end of the political process. 





Farm prices 
Asia doesn't want 


CHICAGO 


EW farmers in the Midwest had time to 

watch Bill Clinton's grand-jury testi- 
mony this week; most of them, busily har- 
vesting bountiful corn and soyabean crops, 
were fretting that a combination of their 
healthy harvests and sagging world de- 
mand has brought crushingly low prices. 
Thecurrent market price for corn is roughly 
$1.75 a bushel, 31% below the average price 
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We're from Pittsburgh. A city that made its reputation by producing the steel with which 
skyscrapers, railways and businesses were built. Steel that was strong. Dependable. 
And made to last. 


Hype didn't count. There was simply too much at stake. 


Today, businesses are built on computer and communications networks. Networks that link 
multinational corporations. That run critical software applications. That can make the 
difference between being a leader and being an also-ran. Or worse. 


All of which explains why more than 4000 companies around the world use networks from 
FORE Systems. 


A FORE Systems network isn't made from hype, or vapourware, or future promises. 
It simply works. 


It can handle anything your company throws at it, without going down. Now, and into the future. 


It lets your organisation do more, do it faster, and do it better 


And it's built to last. Giving you a communications infrastructure that really is an infrastructure, 
instead of one you have to rip out and replace every few years. 


But then, what would you expect from a company from Pittsburgh? 


www.fore.com Freephone ++800.463.65220 
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If only it paid 


paid to farmers in March and 65% below 
what it briefly was in 1996. It is, they com- 
plain, well below the cost of production. 

Not long ago, things looked good down 
on the farm. In 1996, Congress passed the 
Freedom to Farm Act, which took the gov- 
ernment out of farming. With licence to 
plant from fence-post to fence-post, and ro- 
bust prices, American farmers saw Asia's 
rising prosperity and changing diet as a 
source of growth. That hope has been 
dashed. Canada and Mexico have been 
buying well; but exports to Asia fell by 16% 
in the first three-quarters of the current fis- 
cal year compared with the same period a 
year before. China, a big importer ofcorn in 
1994-95, decided not to become dependent 
on foreign farmers, and is now a net ex- 
porter. And record crops in South America 
have made things even worse. 

Farmers reckon that, if you can't sell a 
crop, store it and wait for things to get bet- 
ter. But silos are already bursting at the 
seams. Over a billion bushels of corn were 
carried over from last year, nearly one 
bushel for every five that actually went to 
market. With storage space tight, farmers 
must either pay higher prices to store their 
crop or dump it on an already bad market. 

How tough will things get? In all, farm 
income is expected to be $7.4 billion lower 
in 1998 than in 1997. And low prices are 
already affecting the rest of the farm econ- 
omy. John Deere, the world's largest manu- 
facturer of farm equipment, thinks its 
North American sales could fall by as much 
as a fifth next year. Fortunately, farmers are 
in better financial shape these days: the 
debt-to-asset ratio, over 2596 in the crisis 
years of the 1980s, is now closer to 15%, 
notes Bob Stutzman, of Prudential Agricul- 
tural Investments. Still, if land prices fall, 
balance-sheets could look a lot worse. 

So do farmers feel nostalgic for their 
pre-1996 government subsidies? Not yet. 
"We've been there and it's never worked," 
says Greg Guenther, president of the Illi- 
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nois Corn Growers Association. Farmers 
are angry that Congress has not passed the 
measures it promised along with Freedom 
to Farm—less regulation, tax relief and bet- 
ter access to foreign markets. In November, 
it even took a step backwards by refusing to 
grant the president fast-track authority to 
negotiate new trade agreements. 

In the hope of restoring Asia's appetite, 
corn growers and other farmers are calling 
on Congress to provide more money for the 
International Monetary Fund. They would 
also like to see agricultural commodities ex- 
empted from American trade sanctions. In 
most cases, farmers argue, another country 
is quick to supply what America withholds. 
Sanctions on Cuba, argues Mr Guenther, 
have cost American farmers billions. “And 
has it made any difference? I saw Castro on 
television and he doesn't look like he's los- 
ing any weight" Both President Clinton 
and the Republicans have endorsed a $4 
billion farm-relief package. But some farm- 
ers fear that such stop-gap measures are in 
fact counter-productive; they keep farmers 
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Fortune-teller, tell thyself 


| ELKTON, MARYLAND 


|! Q'ALLYS PSYCHIC GALLERY is not an 

obvious place to seek the future. Lo- 
cated in a small brick building behind a 
petrol station on Maryland's Highway 
40, the shop offers no outward sign of the 
supernatural. Prospective customer, be 
reassured: Sally possesses a fortune-tell- 
ing licence from the government of Cecil 
County, Maryland. 

In an age when most politicians tell 
you that you have to look out for yourself, 
Cecil County is one of a handful of 
places that want to protect the gullible. 
Anyone who seeks to tell fortunes in the 
county has to get a “Licence for 
Palmreaders, Fortune-Tellers and Sooth- 
sayers”. The county clerk checks a pro- 
spective fortune-tellers background to 
| see if she can find any "crimes of moral 
| turpitude” and then, if satisfied, collects 
a licence fee of $250. The practice has yet 
to fill the county's coffers; only two per- 
mits are on file in the courthouse. 

Many places have tried to proscribe 
fortune-telling altogether. An earlier 
Cecil County law required fortune-tell- 
ers to be property-owners and long-time 
residents, which kept out itinerant gyp- 
sies. But last year a judge ruled these pro- 
visions discriminatory. In a 1985 case, 
California's highest court overturned a 
local ban on fortune-telling businesses, 
declaring that they were protected under 
the free-speech provisions of the Ameri- 
can constitution. The presiding judge 
compared people who tell fortunes for 
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in business who should, in the long run, be 
doing something else. 

Only so much help can come from 
Washington, anyway. Farmers must also 
get better at marketing their crops. Gerald 
Tumbleson, a Minnesota corn and soya- 
bean farmer, spoke to your correspondent 
from the cellular telephone in his combine 
as he harvested corn. Mr Tumbleson is not 
only technologically advanced; he was 
wise enough to sell a forward contract this 
spring for 4096 of his corn crop at $2.45 a 
bushel, way above the current price. 

Less shrewd farmers will be squeezed 
out by low prices. "It's very likely that guys 
on the bubble will not be able to get credit 
next spring," says Mike Singer, an econo- 
mist at the Federal Reserve Bank of Chi- 
cago. The survivors are likely to be farmers 
who have learned how to be sophisticated 
about things like hedging their risks. And it 
will be nice when Congress can take its eye 
off presidential scandals and look at what 
is happening out there on the farms. 





profit with “economists who prognosti- 
cate interest rates and other business 
conditions" and "investment counsel- 
lors who forecast stockmarket trends". 

Attempts to license fortune-tellers do. 
not seem to have changed the nature of | 
the industry. Because fortune-telling ser- | 
vices are inexpensive to provide, and the | 
credentials of would-be seers impossible 
to check, the profession attracts more 
than its share of shady characters. When 
the Californian court ruling forced it to 
rescind a ban on fortune-telling, the 
town of Huntington Beach wrote a four- 
page licensing law designed to “make 
people jump through a few hoops", in 
the words of a local policeman. Unfortu- 
nately, this did not prevent one fortune- 
teller from conning more than $150,000 
from her clients a few years later. Moral 
of the story: let the buyer beware. 

If only so much can be done to pro- | 
tect the unwary, why not try such à ca- 
veat emptor policy? The county clerk 
would no longer face the bizarre task of 
certifying fortune-tellers. And consum- 
ers might get a better deal. An unscien- 
tific survey by this correspondent sug- 
gested that fees for fortune-telling 
services were higher in regulated Cecil 
County than elsewhere. (One of Sally's ri- 
vals has set up shop just beyond the 
county line.) Whether the county's sages 
will benefit from future deregulation is 
anybody's guess. Well, maybe not: pre- 
sumably they themselves already know. 
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| this month, its leaders promised 





The political mincing-machine 


oU WAS, said Michael McCurry, the president's genial spokes- 
man, "arguably an unnecessary day in the life of our country, 
an awful day"; and this is a common response to Bill Clinton's 
video testimony. After watching the president being put through 
four hours of questioning on September 21st, most people seem 
simply to have felt sad. The president did not damage himself by 
losing his temper. He did not disclose anything new. He merely 
discussed his sex life in excruciating detail. Surely, the conven- 
tional wisdom goes, America should have spared itself this hu- 
miliating spectacle. But the conventional wisdom is wrong, and 
its wrongness says much about the country's political culture. 
Americans do not like their politicians to admit to being 
politicians, or openly to press 
the interests of their party. In the 
language of Washington, calling 
someone "partisan" is a wither- 
ing insult, whereas “bipartisan- 
ship" is a state of heavenly en- 
chantment. When Congress took 
delivery of the Starr report early 


to consider it in a "bipartisan 
way". Then, after Congress re- 
leased the president's taped testi- 
mony, Mr McCurry hit back with 
the P-word, accusing the Repub- 
lican majority of “rank partisan- 
ship”. Two days later Newt Ging- 
rich, the Republican leader in 
the House, responded by con- 
vening a bipartisan meeting to 
decide the next steps in the 
Lewinsky business. 

Because partisanship is held 
to be a sin, congressmen try to 
present impeachment as a legal, not a political, process. “This is 
about carrying out the law,” says Tom DeLay, the Republican 
House whip. “This is in the end about the rule of law,” chimes 
Mr Gingrich. True to this spirit, congressmen pour through the 
boxes of evidence supplied by the independent counsel, 
Kenneth Starr, seeking to decide whether the president broke 
laws; they talk as though this question alone will decide whether 
he should be impeached or not. They say things like, “Perjury 
clearly meets the constitutional standard for impeachment,” as 
though they were merely following a legal standard laid down 
by the founders, rather than making a political judgment. 

The trouble with this legalism, as has been often pointed out, 
is that the constitution lays down no precise standard for im- 
peachment. It holds that a president may be impeached for 
“treason, bribery, or other high crimes and misdemeanours", 
but it neglects to define these categories. There is no statutory law 
to clarify this mystery, and precious few precedents to work 
from. The usual characteristic of a legal judgment—that its scope 
for discretion is tightly bounded by a complex code—does not 
apply. On the contrary, the opportunity for discretion is wide, 
and no guiding code exists. “An impeachable offence”, said Ger- 
ald Ford famously, “is whatever a majority of the House of Rep- 
resentatives considers it to be at a given moment in history.” And 
so the talk of “carrying out the law” in Congress turns out to be a 
pose: even though presidential perjury prompted the current 
mess, the decision to impeach is not really a legal one. It is in- 
stead political, meaning that congressmen must exercise their 
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judgment on behalf of the voters. 

This is why it was right to release Mr Clinton’s taped testi- 
mony to the public. Yes, release mired the country in a depress- 
ing spectacle. Yes, it polarised America: it deepened the anger of 
the president's enemies, who watched him splitting hairs over 
the meaning of words like “truth” and “alone”, while also deep- 
ening the indignation of the president’s sympathisers, who find 
his inquisitors preposterously intrusive. But voters need to 
know the facts of a case in which they are in effect the jurors. 
Because impeachment is political, it should be public. Because it 
is public, it is likely to be nasty, brutish and tiresomely long- 
winded. Only a country bent on denying its political side could 
possibly object to this. 

After Watergate, the Ameri- 
can urge to deny politics 
prompted the creation of an in- 
dependent counsel, who was 
supposed to apply objective, le- 
gal methods to the problem of 
misbehaving presidents. This 
has not changed the political na- 
ture of impeachment; it has 
merely obscured it. Mr Starr, a 
former judge, has used the legal 
apparatus of subpoena and plea 
bargain to compile evidence 
against Mr Clinton, prompting 
the president to respond in kind 
with his own legal defences. This 
has encouraged the legalistic talk 
in Congress, and the public hope 
that Mr Clinton's fate can be de- 
cided in some objective legal 
manner. But this hope is forlorn, 
and in fact damaging. It lulls the 
country into a sense that it can avoid the trauma of a drawn-out 
political fight. And, now that the trauma has begun, it fuels the 
country's frustration with the president, with MrStarr, and more 
generally with government. 

Because Americans have tried to consign the Lewinsky mess 
to legal technicians, the scandal seems headed down a path that 
many find regrettable. According to the opinion polls, a major- 
ity of voters do not think Mr Clinton should be removed from 
his job. But, because congressmen are making a show of being 
unpolitical, they are not swayed by this. Instead, they are deter- 
mined to press on, to pore through Mr Starr's documents with 
lawyerly stamina, and eventually to draw up articles of im- 
peachment. A few Democrats are proposing that the president 
should be censured and then pardoned. This would reflect pub- 
lic preferences. But it would be political, so Republicans do not 
seem interested. 

In many areas of life, Americans cheerfully accept that the 
law intrudes too much: they accept the case for tort reform, and 
they dislike self-important judges. When it comes to politics, 
however, Americans depart from this pattern: they dislike politi- 
cians and partisanship even more than they mistrust lawyers. 
But there are times when bare-knuckled politics are inescapable, 
and now is one of them. Impeachment, as Alexander Hamilton 
wrote at the time of the founding, can "seldom fail to agitate the 
passions ofthe whole community"; it is bound to “enlist all their 
animosities, partialities, influence and interest". Ignoring Ham- 
ilton’s unsettling insight will only make these passions messier. 
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Can Cardoso use financial 
chaos to reform Brazil? 


SAO PAULO 


Brazil's financial woes and looming recession give its president a last chance 
to administer the sour fiscal medicine that it needs 


N 1994, Brazilians elected their former fi- 

nance minister, Fernando Henrique 
Cardoso, as president because his plan, in- 
troduced a few months earlier, to kill 
hyper-inflation had worked, and to make 
sure it went on working. It has. On October 
4th, the voters are set to re-elect him, seem- 
ingly with a mandate of equal scale and 
clarity: to do whatever he must to make 
sure his work is not undone again. 

An easy victory for him might not seem 
likely. The 1994 election came amid a eu- 
phoric consumer boom, as ordinary Brazil- 
ians no longer found daily price rises cor- 
roding the money in their pockets. Today, 
inflation is still declining (prices actually 
fell in July and August), but the social cost 
lately has been heavy. Yet, after an unevent- 
ful campaign, an opinion poll this week 
gave Mr Cardoso 47%—two points less than 
the week before, but still far more than all 
his rivals combined, presaging a first- 
round re-election for him. 

The drama has lain elsewhere. Brazil 
has found itself thrust into the front line of 
world financial panic, as investors fled 


THE ECONOMIST SEPTEMBER 26TH 1998 


emerging markets for safer havens. This 
month, for the second time in a year, the 
authorities have had to ram up the interest 
rate (to more than 35% above inflation) to 
avoid a forced devaluation of the real. 

The credit squeeze, plus the news that 
the government is talking to the MF about 
a possible support package, has slowed, but 
not stopped, a haemorrhage of capital that 
has cut the reserves from $74 billion in 
early August to well under $50 billion. But 
tight money is choking the economy: it will 
barely grow this year, and will contract 
next. Sao Paulo’s stockmark- 
et has crashed to roughly 
half its July 1997 peak. Un- 
employment—usually un- 
important in Brazil—has 
leapt from 4.8% last Decem- 
ber to 8%, and is set to rise 
further. In the big cities, 
shops are closing, consumer 
debt has risen, and crime 
and the fear of crime are 
mounting. 

With luck, Brazil will 


Slowing down 
Brazil's GDP growth, % 





limp to election day without further mis- 
hap. But the market turmoil has already 
drowned out Mr Cardoso’s campaign 
pledges to improve social provision. And 
though multinationals continue to invest, 
looking to the medium term, in the short 
run Brazil can no longer count on foreign 
financial investors to pick up its unpaid 
bills. These include a current-account defi- 
cit of 4% of Gpr and a fiscal deficit of 7% of 
GDP. Low inflation rests on a policy mix 
that is no longer sustainable: an overvalued 
real, hindering exports and encouraging 
imports; tight money to limit the resultant 
trade gap; and a loose fiscal policy that has 
forced the government to rely on interest 
rates alone to steer the economy. 

For critics, including Luiz Inacio Lula 
da Silva, of the Workers’ Party, now as in 
1994 MrCardoso’s main challenger, the les- 
son is that by opening up to cheap imports 
and relatively unregulated investment 
flows, the government has made Brazil un- 
necessarily vulnerable to the whims of 
pimply youths in Wall Street trading 
rooms. Better, this argument goes, to pro- 
mote domestic production, not imports; so 
raise tariffs, impose exchange controls or 
devalue—or all three—so as to close the 
trade gap and let interest rates fall again. 

This approach, however, would not 
only risk setting off inflation again, and for 
that reason will probably be rejected by the 
voters. More important, it would confuse 
the symptoms with the disease. In the past 
four years, Mr Cardoso has pushed through 
reforms that have done much to start mak- 
ing Brazilian firms more competitive. By 
dismantling state monopolies, privatising 
and deregulating, he has attracted private 
capital to improve the power, telecoms and 
transport systems. After decades of relative 
isolation, cheaper imports have allowed 
Brazil to start catching up in technology. 

But the root of Brazil's vulnerability lies 
elsewhere: in two monsters that Mr Cardo- 
so has failed to tame, the machinery of gov- 
ernment and the pension system. Sort out 
the finances of the public sector, and Brazil 
would no longer need such 
large inflows of foreign 
money, nor would private- 
sector firms be starved of 
credit. Interest rates could 
fall and the real be allowed 
to drift downward (as it al- 
ready is) a bit faster. Growth 
could start again. And all 
without triggering a return 
to inflation. 

Why have these needed 
reforms not gone through? 
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In essence, because of a huge 
imbalance between what Bra- 
zilians demand of govern- 
ment, and how much they are 
willing to pay for. And official 
spending has long been tilted 


In deficit 
Financing needs of Brazil's non-financial public sector, % of GDP 


1995 1996 1997 1998* 
Nominal public-sector borrowing requirement 7.2 59 61 73 
Federal government and Central Bank — à— — Á23 26 26 4 


of constitutional changes dis- 
mantling state monopolies, 
and opening the economy to 
foreign investment. Mr Car- 
doso—at much cost in politi- 
cal capital—has also won a 


toward the better-off (though 
Mr Cardoso has started to re- 
dress that balance), which 
makes it harder to cut. The re- 
sult, as Claudio Haddad, a lo- 
cal banker, wrote recently in 
Sao Paulo’s Folha newspaper, 
is that in proportion to GDP, 
Brazilian government—fed- 
eral, state and municipal together—gathers 
as much in taxes as the United States, and 
spends even more, as much as Britain does, 
and yet “a large part of its population lives 
in African conditions”. In sum, a fiscal gap 
without even the excuse that it exists for vir- 
tuous reasons. 

For years, inflation helped government 
balance its books, while promising huge 
sums for this or that, knowing the money 
would have shrunk, in real terms, by the 
time the promise was honoured. And of- 
ficialdom was expert in devising taxes that 
were easy to collect, even if they hurt pro- 
duction or exports. With the return to de- 
mocracy, a new constitution in 1988 multi- 
plied the promises and set them in stone, 
while devolving a larger share of revenue— 
but not the responsibilities to match—from 
central to lower-tier government. 

When the inflationary music stopped, 
the public sector was left with a huge defi- 
cit. Putting that right was never going to be 
easy, because of the scale of the distortions 
caused by three decades of inflation, be- 
cause of the vested interests involved, and 
because of the sheer size and complexity of 
Brazil: this is no General Pinochet's Chile, a 
small place where economic reform could 
be accomplished by decree, but a sprawling 
federal democracy, whose now 160m peo- 
ple produce 43% of Latin America's GDP. 

Mr Cardoso's strategy was thus to use 
foreign capital, attracted partly by privati- 
sation, to buy time while he tackled the 
public sector, something which his officials 
always insisted could be done only gradu- 
ally. The government dammed some of the 
fiscal drains, cracking down on free-lend- 
ing state banks and the issue of state and 
municipal bonds, for example. But it 
opened others: between 1994 and 1998, 
central-government spending on operat- 
ing costs and capital projects rose by two- 
thirds in real terms, to 29 billion reais 
($24.6 billion). 

But the real problem is the rigid struc- 
ture of government spending mandated by 
the constitution. In all, Brazil collects in 
taxes some 30% of GDP, a lot by Latin Amer- 
ican standards. But only two-thirds of that 
(18.4% of GDP, some 150 billion reais in 
1997) accrues to the federal government. 
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And just four budget items eat up 90% of 
this: constitutionally mandated transfers 
to other branches and tiers of government; 
civil-service pay; pensions and other wel- 
fare spending; and interest payments on 
federal debt. Lower down, things are often 
worse: wages and pensions devour 70-80% 
of revenues in many states. 

By world standards, the federal govern- 
ment is not unduly large (though some 
state ones are). But its servants enjoy un- 
duly generous wages and, especially, pen- 
sions. In 1995, about 9% of Brazil's work- 
force had jobs in government (Congress, 
courts and armed forces included); yet the 
public payroll accounted for 12% of GDP. So 
says a recent World Bank study, which 
found that federal employees earned about 
309; more—and those of the courts and 
Congress 50% more—than their private-sec- 
tor counterparts. Their pension privileges 
are even larger. The 3m public-service pen- 
sioners get as much as nearly 18m private- 
sector ones. Many have retired in their mid- 
40s, on pensions higher than their last 
salary. The costs have soared, thanks partly 
to the end of inflation, partly to demo- 
graphics: a bulge of people who entered the 
labour force during the economic “mir- 
acle" ofthe 1960s and 19705 is now retiring; 
and pensioners are living far longer than in 


the past. 


The failure of gradualism 


Mr Cardoso's main fiscal effort has in- 
volved three constitutional amendments, 
aimed at correcting many of these distor- 
tions by reforming the pensions system, the 
civil service and taxes. But he has faced two 
obstacles. First, constitutional changes in- 
volve marshalling, for vote after vote, the 
support of 60% of the Senate and—still 
harder—the unruly lower house. Mr Cardo- 
so has had to form alliances that were so 
broad as to be shallow and unreliable. The 
second obstacle has been the political sys- 
tem itself. Not only do the parties lack pro- 
grammes and discipline. Congressmen 
have little incentive to put the national in- 
terest above local considerations: their 
main function is to bring home the pork 
and distribute patronage. 

Even so, Congress has approved a string 


*Projection prior to latest announced fiscal measures Minus equals surplus 


change enabling an incum- 
bent president (and state gov- 
ernors and mayors) to stand 
for re-election. But for three 
years fiscal reform lan- 
guished, partly for lack of gov- 
ernment effort. That changed 
only a year ago, when Asia's 
troubles first hit Brazil, and a 
fresh push secured approval of civil-service 
reform and, almost, of pension reform. 

This fiscal sloth has come back to haunt 
Mr Cardoso and Brazil, now that it can no 
longer rely on foreign capital to plug its 
gaps. After drifting down, the broad fiscal 
deficit has jumped sharply again over the 
past year, thanks to higher interest rates on 
the public debt, a rapidly growing deficit in 
the pensions system, and pre-electoral 
spending on public works by the federal 
and state governments. Worse still, the gov- 
ernment's credibility has been damaged: 
last November it announced spending cuts 
but did not implement them. 

With investors suddenly panicking, it 
announced new measures this month: $5 
billion of cuts in its spending, and, more 
important, the fixing of fiscal targets by de- 
cree, plus the creation ofa committee span- 
ning the black hole between the ministries 
of finance and of economic planning, to 
ensure the targets are met. This week Mr 
Cardoso said he had ordered officials to 
speed up work on a three-year fiscal plan 
aimed at halving public borrowing to 3.5% 
of Gpr. But the details may not be revealed 
until after any run-off voting for governor- 
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ships (these too are at stake next month, as 
are seats in Congress), which are likely in 
some important states, notably the two big- 
gest, Sao Paulo and Minas Gerais. 


Now for shock therapy 


Calling this week for the country to back 
"swift, decisive and definitive fiscal adjust- 
ment", Mr Cardoso suggested he will now 
push for what both the markets and math- 
ematics demand: a fiscal shock, to trim the 
deficit by about 3% of GDP in one year 
rather than three. This is because interest 
rates cannot be kept as high as they are now 
for more than two or three months: that 
would not only risk a massive recession, 
but ensure a rise in debt-service costs be- 
yond anything the government could save 
on other items. And a drastic fiscal squeeze 
will certainly be a condition of any IMF 
support package (or, as Brazil would put it, 
a "contingency fund" for Latin America). 

How is the dirty work to be done? The 
elections over, Congress will be rushed 
back to complete voting on two reforms. 
That of the pension system, much watered- 
down, will save only around 0.4% of GDP; 
that of the civil service, allowing a govern- 
ment to sack employees when its payroll 
costs exceed 60% of revenue, will help states 
and municipalities, in time saving maybe 
1% of GDP, but will do little for the federal 
government. 

Once the pensions amendment is 
passed, officials plan a swift new round of 
reform, requiring approval only by simple 
majorities. It will include offering workers 
a choice of pension schemes, with higher 
contributions for those who opt for today's 
level of benefits. It would stabilise the pen- 
sions deficit, and maybe cut it within a year 
or two. But nothing in this field can deliver 
short-term miracles, says one author of 
these proposals, Francisco de Oliveira, of 
IPEA, a government think-tank. 

More will be needed. Besides a tighter 
squeeze on spending, that leaves two other 
options: tax rises, perhaps as part of a wider 
tax reform, and a constitutional change to 
give the federal government far more flex- 
ibility with revenues, cutting the sums ear- 
marked for particular uses or mandatory 
transfer to other bits of government. 

Getting Congress to vote for all this, and 
fast, will be hard—especially since only 
about two-thirds of today's lower-house 
members are likely to figure in the new 
Congress, which does not meet until Febru- 
ary. The others will have little to lose by say- 
ing no. They will probably try to sell their 
votes for pork. But that is a commodity the 
government can now ill afford. 

Yet its financial troubles may offer Bra- 
zil its best hope of the long-delayed fiscal 
reform. Only when it has exhausted all al- 
ternatives does Brazil tend to embrace 
change. Painful as the fiscal squeeze will be, 
it does hold out the prospect of renewed 
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growth in 2000. In contrast, a forced deval- 
uation or a partial debt default would not 
only throw the economy into turmoil, and 
for longer, but would be a crushing defeat 
for Mr Cardoso, leaving Brazil with a deval- 
ued president, his ability to govern for the 
next four years seriously compromised. 
That is an alarming notion for Brazil, 
and indeed Latin America. Avoiding it will 
require good fortune—a respite from the 
bad news from outside that has repeatedly 
shaken Brazilian markets in the past two 
months—and an IMF agreement. But it will 


THE AMERICAS 


also require decisive political leadership 
from Mr Cardoso. Now more than ever, 
Brazilians are looking for salvation to their 
67-year-old ex-sociologist president. 

He combines personal charm with a 
normally unflappable temperament. Crit- 
ics fret at his failure to use his office to 
mobilise public opinion. But his political 
skills are no less sharp for being those of a 
cerebral strategist, not a rabble-rouser. No 
one understands better than he how Brazil 
changes. His country looks set to ask him 
again to put that knowledge into effect. 





Cuba 


Red comedy, and not very comic 


HAVANA 


66 E DONT have the freedom to 

say anything at all,” declares the 
comedian, looking deadly serious and ask- 
ing not to be publicly named. This, coming 
from a man who has just spent an hour and 
a halfon stage, in front of 40 people, merci- 
lessly satirising every aspect of modern Cu- 
ban life, sounds a trifle odd. Alas, for once 
he is not joking. Despite hopes that the visit 
last January of Pope John Paul II would pro- 
voke some reforms, criticising the regime— 
or person—of Fidel Castro, earning serious 
money and laughing are still heavily re- 
stricted activities in Cuba. 

Stand-up comedy is in fact one of the 
country's growth industries, but not, says its 
anonymous practitioner, because of any of- 
ficial loosening: the mass media are as 
tightly controlled and bleakly humourless 
as ever. Rather, this is due to the spread of 
small venues, usually restaurants, that the 
regime does not bother to control. Nor 
need to control: not only are the places too 
small to breed widespread sedition, but 
their prices deter most Cubans anyway. 

That is a pity, since it is Cubans who 
would laugh—bitterly—the loudest. In ven- 
ues such as these, the daily disappoint- 
ments of life in a dying socialist state are 
skilfully dissected: deteriorating public 
transport, crumbling buildings, the official 
media ("We have two television channels, 
and what's most amazing is that you can 
watch the same thing on both of them"), 
rich, ignorant tourists and the spiralling 
rate of prostitution. "They're not prosti- 
tutes" one member of the comedy duo 
chides his partner. “They're self-employed 
workers in the tourist sector.” 

That raises a double laugh, for self-em- 
ployment is one of the greatest disappoint- 
ments. In 1993, at the height of the “special 
period” of severe austerity brought on by 
the loss of Soviet support and the tighten- 
ing of the American embargo, Cubans were 
allowed to set up small private businesses 
in certain professions. The idea, however, 








This dissident was freed in February 


was to help them survive the special period, 
not get rich—a view reinforced earlier this 
year when the head of the government of- 
fice in charge of self-employment told the 
official press that “nobody who works le- 
gally can get rich”. And since 1996 the gov- 
ernment, alarmed by the success of some 
entrepreneurs despite its restrictions, has 
been steadily adding to these. 

This April saw the latest swathe: carpen- 
ters, for instance, can now work only with 
wood a customer brings them for a specific 
job; the small and already heavily curbed 
restaurants known as paladares must pay 
taxes for at least three employees, whether 
they have them or not; and selling compact 
discs is banned—which would explain why 
foreigners are approached on the street by 
Shady characters muttering, “You want 
marijuana? Hashish? Music?” The number 
of registered self-employed has fallen from 
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But her son has just been jailed 


over 200,000 at the end of 1995 to around 
150,000 this April. Not that that is necessar- 
ily a victory in the battle for socialism: most 
of the missing 50,000, argues Oscar Esp- 
inosa, an independent economist, have 
probably not given up working, but just 
moved into the black market. 

For a while after the papal visit, it did 
look as if political controls might be re- 
laxed more than economic ones. While in 
Cuba, the pope named a number of politi- 
cal prisoners he wanted to see released, and 
some were. Dissidents also say there was 
less overall repression—surveillance, ar- 
rests, threats and so on—for some months 
afterwards. And the Catholic church has en- 
joyed slightly more freedom, most notably 
in being allowed to take out a street proces- 
sion for the festival of Cuba's patron saint, 
the Virgin of Charity, on September 8th, for 
the first time in 38 years. 

But the regime's grip remains tight. 
Though the number of long-term political 
prisoners has been gradually falling—it was 
indeed shrinking even before the papal 
tour—dissidents argue that this represents 


no more than a change of tactics, replacing 
long spells in prison with more brief deten- 
tions, pressure on family members and the 
like. The same things still count as subver- 
sion. At the end of August one activist was 
jailed for three years for persistently speak- 
ind out about censorship, detention and 
other restrictions—in the official jargon, 
*enemy propaganda and spreading false 
news”. Some people who staged a brief pro- 
test after his conviction were rounded up 
and detained ten days later, possibly to 
make sure they caused no trouble at the reli- 
gious festival. 

Around the same time, several indepen- 
dent journalists—they are to be found, 
though not in theofficial media, of course— 
were briefly arrested. One was cautioned 
for *usurping responsibilities"—that is, for 
practising journalism without having a de- 
gree in it. Another journalist was recently 
sentenced to a year’s labour for not de- 
nouncing a dissident who had asked to 
borrow his typewriter. It would be funny if 
it weren't true. 


MEE UM a——— 





. Aman, a plan, a canal —Panama? 





| 





EAR, but not quite: Nicaragua. Its 
citizens, long hurt by the troubles of 
politics, are now lamenting geography: 
their cities are in the wrong place. The 
seven largest, including the capital, Ma- 
nagua, are in the west, mostly near the Pa- 
cific coast. Yet many of the goods they buy 
and sell go through the east: cargo has to 
come by road from neighbouring coun- 
tries’ Caribbean ports, or be shipped 
through the Panama canal. How can Nic- 
araguans cut this extra cost? With a big ca- 
nal of their own, of course. 

At least, that’s one man’s plan: Gabriel 
Pasos, with his company, EcoCanal. He 
reckons 60% of the country’s trade is with 
Europe or the east coast of the United 
States. Now, if ships could sail up the San 
Juan river from the east, to the great Lake 
Nicaragua and so to the west... Yes, but 
how to turn the river, 200 kilometres (125 
miles) of it, into a navigable canal? Easy, 
says Mr Pasos. Until late in the 19th cen- 
tury it was used as such. Flatten some rap- 
ids here, dredge a sand bar or two there, 
and for a mere $50m—his figure—Nicara- 
gua’s cities would be linked to the east. 
Trade and investment would follow, in- 
deed some would be won from Panama. 

With nearly twice the population of 
Panama, but only a quarter of the GDP, 
Nicaragua could do with such a boost. In 
the six months to last March, Panama's ca- 
nal earned $278m, an increase of 7.5% on 
the same period a year before. Though El 
Nino and drought limited recent use, ca- 
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nal officials reckon there will be more 
ships than they can handle within 15 
years. And expanding Panama's capacity 
will not be easy or cheap. 

A golden chance for would-be rivals, 
then? Nicaraguans, reading their history, 
think so. Long before Panama was lopped 
from Colombia for the sake of the canal, 
Nicaragua was first choice for a coast-to- 
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coast waterway, via, precisely, the San 
Juan river and the lake. The Spanish con- 
quistadors in the 16th century dreamed of 
this. In 1848 the British invaded, renamed 
the port of San Juan as Greytown, and 
made a deal with Costa Ricans for use of 
the river. By 1899 the Americans were tak- 
ing the lead: the Isthmian Canal Com- 
mission told Congress that a route 
through Nicaragua, not Panama, was best 
for ships Pacific-bound. But the American 
congressmen took fright when they were 
shown a one-cent Nicaraguan stamp that 


unwisely featured volcanic eruptions. 

A century on, fresh challengers are 
busy. In 1996, Colombia’s then president 
called for tenders for a rival “dry canal"'— 
a railway, that is—near the border with 
Panama, costing around $3 billion. “Look 
at a map,” retorted a Costa Rican busi- 
nessman, claiming his country’s scheme, | 
complete with ports, marinas and a free- 
trade zone, was better placed to divert 
Panama’s shipping on to trains. 

Not so, say two Americans who have 
won a concession to get Panama’s own 
rusting trans-isthmian railway working 
again. Two Nicaraguan businessmen are 
talking of a high-speed rail track linking 
the Pacific to Monkey Point on their Ca- 
ribbean coast; too bad Nicaragua’s rail 
traditions ran out of steam four years ago. 

Rail? Why bother? A Honduran and a 
Salvadorean have proposed their own 
scheme to link the two oceans by modern 
road and truck. Mexicans, Guatemalans 
and others have had similar dreams. 

Panama’s canal officials scorn all such 
plans: shifting containers from ship to 
train or road and back again costs too 
much, they say. But what of Mr Pasos's ca- 
nal project? Nicaragua's National Assem- 
bly is considering it. Border tensions with | 
Costa Rica about the San Juan river 
would have to be settled. Then, the first 
step—a little matter of money aside, of 
course—would be to dredge the river up 
to Lake Nicaragua. The next could be to | 
start digging (harder, this time) and build- | 
ing locks from the lake to the Pacific. And 
lo, trade could flow from either side to the 
other, like this story’s headline. 


——  áUÓÓMBMMa 
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INTERNATIONAL 


Israel's missile nightmares 


As Iran speeds up its missile development, how much ofa shield 


is Israel's anti-missile missile? 


pr in Israel are getting fairly per- 
plexing bits of news about missile 
proliferation in their region. These usually 
come from the American government 
rather than their own. The biggest shock 
came in July, when the American Defence 
Department detected the test-flight of an 
Iranian rocket called the Shahab-3, whose 
1,300-kilometre (800-mile) range could put 
Israel, and much of Saudi Arabia and Tur- 
key, at risk. Some, but not much, reassur- 
ance was provided by the later news that 
the Arrow-2 anti-missile missile, being de- 
veloped in Israel with American help, had 
this month intercepted and destroyed a 
computer-simulated target. 

For defence boffins who are wrestling 
with the technical challenge of "hitting a 
bullet with a bullet", the Arrow's success of- 
fered a ray of hope after a run of disap- 
pointments. A separate, all-American effort 
to develop an anti-missile shield for over- 
seas troops and bases—known as THAAD— 
has been dogged by technical failures. But 
even the Arrow's most enthusiastic advo- 
cates acknowledge that it will not provide 
Israel with an impenetrable shield. And its 
success has done nothing to cool the tem- 
pers of Israeli strategists, arguing hotly 
about the system's price and purpose. 

Reuven Pedatzur, an Israeli airman 
turned political scientist, reckons that Ar- 
row will cost many times more than its list 
price of $1.6 billion, without providing any 
guarantee against what he says is the real 
threat of the next decade: the fact that some 
ofthe missiles within range of Israel will be 
nuclear-tipped. He argues that instead of 
bankrupting itself with faulty shields, Israel 
should, if necessary, ward off the nuclear 
challenge by making public its own nu- 
clear arsenal—and, its willingness to use it. 

Iran's test flight came as a nasty surprise 
to both America and Israel, indicating that 
the Iranians were at least a year further for- 
ward with developing missiles than hith- 
erto believed. Curt Weldon, a Republican 
congressman who has championed the 
need for anti-missile defences, believes the 
Shahab-3 may already be operational. The 
previous, cosy assumption of defence ex- 
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perts that some time must 
elapse between testing and 
deployment no longer 
holds good. Mr Weldon 
also believes that as early as 
next year, Iran will be able 
to test (and presumably 
soon deploy) another sys- 
tem, the Shahab-4, with a 
2,000km range that runs 
deep into Central Europe. 
Yet, even for Israelis, 
the most troubling recent 
development in missile proliferation was 
the news on August 31st that North Korea 
had launched a three-stage missile, known 
as the Taepo Dong, which is apparently ca- 
pable of reaching the western fringes of 
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rail s arrow and shield. 


Alaska. On past experience, 
whatever rocket technol- 
ogy appears in North Ko- 
rea will then spread rap- 
idly to Pakistan and Iran. 

There is, of course, no 
simple correlation be- 
tween the range of a coun- 
try’s rockets and the fear it 
arouses. For instance, the 
West is not particularly 
alarmed, at least for the 
moment, by the fact that 
Saudi Arabia has rockets 
that can go farther than 
any other in the region. 
Saudi Arabia’s missiles 
were quietly obtained, dur- 
ing the 1980s from 
China—which, ironically, 
may have bought the tech- 
nology from Israel. 

The states whose arse- 
nals keep western and Is- 
raeli security people awake at night are Iran 
and Iraq. Although Iraq is banned under 
UN sanctions from deploying systems with 
a range of over 150km, it may have secretly 
saved a few of its old rockets from destruc- 
tion—and might be able to rebuild a me- 
dium-range missile capacity fairly rapidly 
once sanctions are lifted. 

After lobbying vigorously to stem the 
flow of Russian technology to Iran, Israel 
appears to have accepted that nothing is 
likely to stop the Shahab series of missiles 
from being developed. But it stresses the 
point that other countries besides itself 
could be in Iran's sights. "The threat is not 
only to us, but to many others in the re- 
gion," said Binyamin Netanyahu, Israel's 
prime minister, on September 21st. 

He might have added that Israel is prob- 
ably not even particularly high on Iran's list 
of concerns. Iran has been impelled into 
missile-building by memories of its weak- 
ness during its war with Iraq in the 1980s, 
when it was unable to retaliate in kind to 
the Iraqi missiles that caused panic, and 
thousands of civilian deaths, among its ur- 
ban population. Its immediate enemy is 
the Taliban in Afghanistan (see next story) 
who have threatened—albeit not all that se- 
riously—to deploy their Scud missiles 
against Iran. Even so, Iran’s defence minis- 
ter, Admiral Ali Shamkhani, is relishing the 
consternation that the missile test has 
caused. “God willing, this will not be the 
only time that dedicated and mobilised 
workers of our defence industry surprise Is- 
rael’s defence machinery,” he gloated. 
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INTERNATIONAL 


Iran 


Sitting down with the Great Satan 


TEHRAN 


Iranian-American talk may help prevent a larger Afghan war 


DDRESSING the UN General Assembly 

in New York, as Muhammad Khatami 

did on September 21st, is no routine matter 
for an Iranian president. His government 
kept the news secret until the eve of his de- 
parture. His passage through the United 
States was enough to disturb his conserva- 
tive opponents—and unduly raise his sup- 
porters' hopes that the slow thaw in rela- 
tions between the two arch-enemies was 
about to quicken. In the event, his speech 
made no reference to American calls for a 
dialogue. Instead, he preached his pacifist 
political philosophy in vague enough 
terms to please foreign admirers while not 
sharpening conservative criticism at home. 

Mr Khatami was not the first Iranian 
president to go to New York since the 1979 
revolution. His predecessor, Ayatollah Ali 
Khamenei, now lran's spiritual guide, 
made a similar journey in 1986, albeit with 
a different agenda. Iran was then in mid- 
war with the Iraqis, whom the Americans 
were backing, and Mr Khamenei seized the 
chance to launch a diatribe against Ameri- 
can terrorism. Mr Khatami, by contrast, 
cooed his commitment to world peace and 
opposition to all forms of terrorism. 

Meanwhile, less senior Iranian officials 
were sitting round the same table with 
Americans for the first time in 18 years, talk- 
ing about events in Afghanistan. Iran's for- 
eign minister, Kamal Kharrazi, had been 
scheduled to attend the “six-plus-two” 
meeting of six regional powers plus Russia 
and America, represented by its secretary of 
state, Madeleine Albright. But, perhaps be- 
cause Iran's government was not sure how 
to justify this encounter to its hardliners, 
one of his deputies went instead. 

Even so, the meeting was important, 
underscoring the recognition, by both Iran 
and America, of the others regional in- 
dispensability. Hitherto, Iran had de- 
manded that the superpower should stop 
meddling and let the region shape its own 
destiny. But now Iran has accepted Ameri- 
ca's offer to help diffuse the tension be- 
tween itself and Afghanistan's Taliban mi- 
litia. The Americans, for their part, had 
previously sought to exclude Iran, writing it 
Off as a rogue state. They did not consult 
Iran before the 1991 Gulf war, nor in their 
more recent efforts to stop the fighting be- 
tween rival Kurdish factions in north Iraq. 

The uN meeting reached conclusions 
pleasing to Iran, calling for a ceasefire in Af- 
ghanistan. Mrs Albright demanded “seri- 
ous efforts" to bring peace, along with a ban 
on weapons shipments to the warring fac- 
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tions. All this may serve to ease Iran's suspi- 
cion of American-Pakistani collusion. 

Iran's leaders are faced with a public 
thirst for revenge after the murder of a 
group of Iranian diplomats by a Taliban 
faction. At the same time, they recognise the 
danger of getting involved in so menacing 
a scene. Iran's army was sent to the border 
partly to force the Taliban to agree to re- 
lease some 40 detained Iranians. But the 
Taliban have made their freedom contin- 
gent on unrealistic demands, including the 
handover of Afghan opposition leaders 
taking refuge in Iran. 

The six-plus-two meeting may buy time 
for a diplomatic solution. Mr Kharrazi said 
last week that Iran should exhaust all politi- 
cal options before taking military action. 
This was the strongest indication yet that 
Iran may be seeking to turn a military set- 





Peacenik Khatami with Kofi Annan 


back in Afghanistan into a political victory. 
Strangely, given Iran's pain during its war 
with Iraq, the murder of its diplomats has 
brought the Islamic republic more general 
sympathy than ever before. 








JEDDAH 


ie THE veiled and segregated world of 
Saudi women, something is stirring. 
At a three-day forum just concluded in 
the capital, Riyadh, hundreds of Saudi 
women gathered from all over the coun- 
try with one purpose: to learn how to get 
richer. The demure appearance of the 
women delegates, in their traditional 
black cloaks, was deceptive. In this coun- 
try of 19m people and untold wealth, 
women possess an awesome economic 
potential—and now they want to use it. 
More than 6,000 commercial li- 
cences have been issued to business- 
women in the two main cities, Riyadh 
and Jeddah. The number of working 
women is reckoned to be just over 
250,000. They face unusual challenges: 














they are not allowed to drive, nor can 
they have any direct contact with male 
workers. Yet this enterprising new breed 
is circumventing the obstacles. A Saudi 
businesswoman uses a male Saudi spon- 
sor, sometimes called a mahram or 


Putting Saudi women to work 


guardian, to represent her. And though 
she may not do business face-to-face with 
any man, she can make full use of tech- 
nology. Deals are done over the tele- 
phone, by fax and, come January when 
Saudi Arabia goes on-line, by e-mail. 

Many Saudi women have been born 
into riches, or married into them, but 
more and more are setting up their own 
businesses from scratch. Moreover, in 
these days of lower oil prices, some fam- 
ilies and husbands are pressing their 
women to go out to work. Diehard male 
chauvinists grumble on, but the govern- 
ment is encouraging the effort to bring | 
more women into the economy. The 
chambers of commerce now have wom- 
en's sections and billions of riyals are in- 
vested in women's education. | 

Most working women are still teach- 
ers and nurses, but others are getting into 
accounting, banking or journalism. In 
Jeddah, a woman with no education or 
training has broken into the kitchen-fur- 
niture business. Today she is the only 
woman at the top of her trade but, with 
the example set, others will follow. 
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When | first started seeing Amy she used to 


ask if | could remember her phone number. 


| never could, but luckily | never needed to. 





Because whenever | want to hear her voice 


| just say her name and my Genie mobile 





phone automatically dials her number, 


| still can’t remember her phone number 


and things are getting better all the time. 
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Angola 


False splinter 


LUANDA 


HICH side will be the first to resume 

the war? Now that all talk between 
the Angolan government and the UNITA 
rebels has ended, this seems to be the only 
question. Three weeks ago the government 
set out to split the rebel movement, and iso- 
late its hardline leader, Jonas Savimbi. But 
the manoeuvre flopped, with potentially 
disastrous consequences for the country. 

Last month the MPLA, which dominates 
the government of national unity, ordered 
that all the UNITA ministers and all the 
UNITA members of parliament should be 
suspended. A group of five UNITA officials, 
led by Jorge Valentim, the suspended min- 
ister of tourism, then announced that they 
were taking over the leadership of the 
movement and suspending Mr Savimbi. 

It soon became clear that Mr Valentim 
was working with the MPLA. With police 
help, the dissidents expelled uNrrA's peo- 
ple from their headquarters in the capital, 
Luanda, and occupied the building them- 
selves. The state-controlled media devoted 
hours of coverage to promoting their cause. 
Suspended officials in Luanda were 
banned from travelling abroad and were 
threatened with imprisonment. 

On the surface, the dissidents’ declared 
aims are laudable. In unrra’s name, they 
promise to complete the Angolan peace 
process with no delay, including demilitar- 
ising the rebel movement and returning all 
territory to state control. Many mainstream 
UNITA members sympathise in principle 
with what they are trying to do. But by act- 
ing in cahoots with the government, they 
have alienated the people whose support 
they need. Only one of uNrTA's 70 mem- 
bers of parliament has sided with them. 

The uNiTA leaders in Bailundo, the 
rebel movement's headquarters in the cen- 
tral highlands, say the dissidents are irrele- 
vant renegades. In effect, Mr Valentim’s 
group is offering to disarm an army over 
which it has no control, and to hand over 
territory on which its men cannot set foot. 
But Angola’s government, undeterred by 
technicalities, is trying to have the group 
recognised as UNITA's true representatives. 

Regionally, the government's efforts 
have had some success. On September 14th, 
the Southern African Development Com- 
munity (SADC) meeting in Mauritius, 
passed a resolution denouncing Mr Savim- 
bi as a war criminal and recognising the 
splinter group. This has to be seen in the 
light of Angola's recent military interven- 
tion in Congo. In sApc’s name, Angolan 
forces squashed the Congolese rebels’ ad- 
vance on Kinshasa. Now, or so it seems, it is 
pay-back time. The sApc resolution could 
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be a green light for government forces to 
launch an offensive against UNITA. The 
government has certainly asked its neigh- 
bours for political and logistical support: it 
may well have asked for direct military 
help as well. 

Internationally, the attempts to mar- 
ginalise Mr Savimbi have done less well. 
President Jose Eduardo dos Santos has told 
the UN, which acts as mediator in pursuit of 
peace, that his government will have no 
further contact with Mr Savimbi or his peo- 
ple, and will negotiate only with the splin- 
ter group. But the UN Security Council is 
unconvinced: it sticks by its belief that a di- 
alogue between Mr dos Santos and Mr Sav- 
imbi is Angola'sonly peaceful way forward. 





Lesotho 


It all went wrong 


MASERU 


Cy the Metro Cash & Carry in 
Maseru, a chorus of car horns almost 
drowned the din of gunfire, as looters in 
pick-up trucks tried to weave their way past 
pedestrian thieves. Next 
door, the Ministry of Local 
Government bellowed out 
black smoke. A day earlier, 
on September 22nd, South 
Africa had invaded Leso- 
tho “to restore order”. Now 
dozens were dead, the capi- 
tal, Maseru, was in flames, 
and the chances of a swift 
return to peaceful civilian 
rule looked dismal. The |- 
first foreign adventure by 

South Africa’s army since the end of apart- 
heid has been a disaster. 

Lesotho’s prime minister, Pakalitha 
Mosisili, invited the invasion force in to 
save his government from an apparent 
coup. His party, the Lesotho Congress for 





Not travelling, just looting 
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Democracy, had won 79 out of 80 par- 
liamentary seats at the May general elec- 
tion. Opposition parties cried foul, and de- 
manded a fresh ballot. An inquiry by a 
South African judge found some irregular- 
ities, and concluded this month that the 
Opposition had probably won two seats, 
not one. Frustrated, some of the losers at- 
tacked government cars and buildings. 
Shortly afterwards, junior army officers 
mutinied against their government-ap- 
pointed commanders. The government 
lost control of the state radio station and, 
then, of the whole country. It asked South 
Africa, Botswana and Zimbabwe for help. 

Under the rules of the Southern African 
Development Community, a threatened 
member can call on support from the oth- 
ers. But given the history of apartheid-era 
raids into Lesotho, South Africa could have 
tried harder to make its intervention look 
multilateral. In fact, almost all the troops 
and helicopters that clattered into Maseru 
were South African; a small Botswanan 
contingent came late and inconspicuously. 
The locals are furious. White civilians, as- 
sumed to be South Africans, have been 
stoned, shot at and car-jacked. 

With little support from the public, the 
intervention is proving 
much trickier than ex- 
pected. Eight South Afri- 
cans have died and about 
60 rebels and other Bas- 
otho. Out-gunned but nim- 
ble, some of the mutineers 
are retreating to the moun- 
tains to fight on. 

In Maseru itself, chaos 
reigns. Mobs have pillaged 
shops, smashed anything 
breakable and burned the 
capital's best known landmark, a thatched 
curio shop in the shape of a traditional 
Basotho hat. Nearly all the country's Asian 
businessmen, who run much ofits industry 
and retail business, have been driven 
abroad. King Letsie III, who was supposed 
to have gone to China this week to 
drum up goodwill and investment, 
cancelled his visit. Instead, China 
was treated to television pictures of 
Chinese businessmen fleeing across 
the border with their families, as 
their shops and textile factories 
burned in the distance. Little has 
been done to curb the mayhem. 

Lesotho's economy, which until 
now was one of the fastest growing 
in Africa, is in ruins. A guerrilla war 
could drag on indefinitely. South Af- 
rica is trying to broker talks between 
the main political parties, but its 
impartiality is hopelessly compro- 
mised. It may well find it hard to ex- 
tract itself from the mess that Leso- 
tho is now in. 
————————————Às—À"LÜÓ 
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The European Investment Bank invites entries for the 
1999 EIB Prize, which consists of : 

EUR 10 000 (first prize), EUR 7 500 (second prize), 
EUR 5 000 (third prize), EUR 5 000 (special topic], 
and three EUR 1 000 prizes for entries from persons 
under the age of 30. 


The EIB Prize is offered for short essays on economic 
and financial topics related to European affairs. 

In addition, there is a special award for essays on 
the 1999 set topic: "Unemployment - How do we 
put Europe back to work?" 

To qualify, all essays must be written in a non-techni- 
cal style, be of a maximum length of 5 000 words 
and must be unpublished in the form presented. 


Entries must be submitted before 2 February 1999. 





The EIB Prize is open to any person who has the 
nationality of a Member State of the EU, or a member 
state of EFTA, or of a European State that has con- 
cluded an Association Agreement with the EU. 





Winning entries are selected by a Prize Jury: 
Edmond Malinvaud (Chairman), Antonio Borges, 
Bill Emmott, Alexandre Lamfalussy, Alberto Quadrio- 
Curzio, Helmut Schlesinger, Jacques-Francois Thisse, 
and Alfred Steinherr, Chief Economist of the EIB. 


The prizes will be presented at a conference to be 
held in July 1999, at the Schloss Leopoldskron in 
Salzburg, and the EIB will publish all winning entries. 


The EIB Prize Rules may be obtained from: 
EIB Prize Secretariat, 
European Investment Bank, 
L-2950 Luxembourg 

Fax : (352) 4379-3492 
Internet http://www.eib.org 


EUROPEAN INVESTMENT BANK 





; S ampas Ea] Global Leadership Forum 
Mi EDEN 


The Third Annual 


SUMMIT ON 
J 

MANAGED 
CARE TRENDS 





KEYNOTE SPEAKER: 
Lech Walesa 


To register now, call (202) 778-3269, Press 1. 
To request a conference brochure, call our 


Take Advantage of... 


Cutting-Edge Issues and Trends 
in International Managed Care 


and 
Invaluable Networking Opportunities 
December 9-12th, 1998 


Fountainebleu Hilton Resort and Towers 
Miami Beach. Florida USA 


Which MBA?_ 


9th edition 


How to find the best MBA 
course for you 


















“A final word"—students and graduates 
express their views 








The Economist Intelligence Unit's annual critical guide to the 
world's best MBA courses is now in its ninth edition. Based on 
extensive research and personal interviews with business schools 
and students Which MBA? gives you incomparable independent 
assessment of an MBA qualification, worldwide. 


The introductory chapters are complemented by a directory of 

116 leading schools in 19 countries around the world, listed 
alphabetically by region. Each entry contains a detailed description 
of the school's MBA programmes, with comment and analysis of 
the structure and content of courses. 





Which MBA? is an essential time- and labour-saving directory 
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Who will run Germany? 


BONN 


It is not surprising that the Germans, who have a general election on Septem- 
ber 27th, are finding it hard to decide who should govern them 


AT FIRST sight the two main 
contenders seem to offer a 
splendidly stark choice: the 
Christian Democratic chan- 
cellor, Helmut Kohl, self- 
styled as the “old warhorse” 
after 16 years in office, versus a bouncy So- 
cial Democratic challenger, Gerhard Schró- 
der, who argues that it is (more than) “time 
for a change". And, personalities 
aside, there is surely much to argue 
about. Germany is about to lose the 
p-mark, its post-war virility sym- 
bol, and shift its government east 
from cosy little Bonn to the former 
imperial capital of Berlin. Some 
41m Germans are out of work, a 
wretched 10.696 of the workforce. 
The once-vaunted welfare system 
is shaky, the business of bringing 
the former communist east up to 
western scratch is far from com- 
plete, and the federal system itself 
needs revamping. 

Time, surely, for a thorough de- 
bate on the state—and future—of 
the nation, Europe's floundering 
giant. Instead, voters have been of- 
fered a display of almost matchless 
shadow-boxing. Despite differ- 
ences in physique and age (Mr 
Kohl is 68, Mr Schróder 54), these 
two men—both pragmatists and 
masters of the woolly phrase—are 
more alike than they care to admit. 

But there is more to it than that. 
After losing four general elections 
in a row for leaning too obviously to the 
left, the Social Democrats this time settled 
on a twin-track strategy for power. Mr 
Schroder, ex-Marxist and now a cigar-puff- 
ing pal of industry bosses, chases middle- 
of-the-road voters with promises of less 
fussy state regulation and more rewards for 
self-reliance: ideas of what he calls a “new 
centre”. Oskar Lafontaine, the party chair- 
man, meanwhile assures the traditional 
left that it will not be short-changed, de- 
spite what Mr Schróder seems to say. 

Once in a while the contradictions be- 
come all too plain, especially when Jost 





THE ECONOMIST SEPTEMBER 26TH 1998 


Stollmann, the non-party entrepreneur 
who is Mr Schróder's shadow economics 
minister, is doing the talking. Only days be- 
fore the election, Mr Stollmann demanded 
a drastic reduction of taxes and social-secu- 
rity contributions, bringing embarrassed 
"clarification" from party headquarters 
that this was not Social Democratic policy. 
On the contrary, the party would roll back 





government cuts in pensions and sick pay 
the moment it reached office. 

On the whole, though, the strategy has 
worked well. Mr Lafontaine, the most effec- 
tive chairman since Willy Brandt in his 
heyday, has put a stop to most of the Social 
Democrats’ once-chronic public squab- 
bling; and the party has run a far slicker 
campaign, thanks not least to handy tips 
from the Blair and Clinton camps in Brit- 
ain and America. The Christian Democrats, 
used to facing a lumbering and amateurish 
foe, were at first stunned and have never 
fully recovered. 


Part ofthe Christian Democrats’ trouble 
is that they adopted a twin-track strategy 
themselves—or at least have fallen willy- 
nilly into one. Wolfgang Schauble, their 
powerful parliamentary leader and Mr 
Kohl's anointed heir, seeks to drum home 
the message that painful reforms are still 
needed in welfare and labour law, and that 
only the Christian Democrats have the 
courage to impose them properly. But Mr 
Kohl fears that such candour, far from ex- 
posing Social Democratic inconsistencies, 
will drive voters still further away from the 
government camp. 

As a result, tension between Mr Kohl 
and Mr Schäuble (who recently called his 
boss "politically clumsy") has become too 
obvious to miss, and the Christian Demo- 
cratic campaign has limped from one blun- 
der to another. In the latest one the family 
minister, Claudia Nolte, let slip 
that value-added tax would have to 
be raised after the election. She is 
probably right. But Mr Kohl, who 
reckoned his promise of tax cuts 
worth a net DM30 billion ($18 bil- 
lion) should have been an election 
winner, looked as though he could 
have killed her. 

Small wonder that many voters 
are baffled. A few months ago they 
seemed to face a pretty simple 
choice—Mr Kohl or Mr Schróder— 
and were inclined to choose the lat- 
ter as the fresher. But in the mean- 
time that seemingly simple ques- 
tion has turned into several tricky, 
indeed unanswerable, ones. Who 
will have the final say in the Social 
Democratic camp, Mr Schroder or 
Mr Lafontaine? Or in the Christian 
Democratic one, Mr Kohl or Mr 
Schauble? Even if Mr Kohl were to 
win yet again, how long would he 
then stay on? 

The Greens add to the uncer- 
tainty. Still divided between prag- 
matic "Realos and  "funda- 
mentalis" defenders of pristine Green 
ideals, they have shelved but not dropped 
some of their more unpopular decisions 
(such as tripling the petrol price over the 
next decade) and are avoiding stand-up 
rows, at least until polling day. 

And then? Mr Schróder is said to be 
wary of a coalition with them, not because 
they would themselves exert great influ- 
ence but because they would help the So- 
cial Democratic left to do so. He would be 
forced to give a “red-Green” alliance a try, 
however, if the two parties won a majority 
of even a few seats. Mr Lafontaine, for one, 
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Out with your calculators 


BONN 


GERMANY'S complex vot- 
ing rules could make the 
race on September 27th 
even closer than the opin- 
3C ion polls do—and some 

pollsters say that Helmut 
Kohl's Christian Democrats and his allies 
in Bavaria's Christian Social Union are 
only a whisker behind Gerhard Schro- 
ders Social Democrats. For one thing, 
only parties winning at least 5% of the 
vote, or that carry at least three constit- 
uencies outright, can enter parliament. If 
none of the midgets clears one or other of 
these hurdles, a big party can in theory 
win a majority of seats with barely 4096 of 
the vote. 

At present the pollsters are putting the 
Social Democrats at around 41%. And 
most of them reckon that all the mini-par- 
ties now in parliament—including the 
Free Democrats and the Greens—should 
squeak in again. The ex-communist Party 
of Democratic Socialism, shunned by all 
the others even as a sleeping partner, 
might just miss the 5% mark. But because 
Germans have two votes, one for candi- 
dates in constituencies, the other for a 
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party, the ex-communists could yet qual- 
ify on the basis of carrying three seats or 
more, as they did in 1994, which would 
then entitle them to a batch of seats pro- 
portional to their (albeit tiny) party-list 
percentage. If the midgets do all get in, the 
chance of deadlock goes up, with no ma- 
jority for a red-Green or centre-right alli- 
ance. Hence, possibly, a “grand coalition" 
of Christian and Social Democrats, with 
the bigger party providing a chancellor. 
But it could be messier still. Suppose 
the ex-communists win only two seats | 
outright, and so drop out of parliament. — 
That, pollsters now calculate, could pro- 
duce a red-Green majority of about ten 
seats—and make all the difference be- 
tween a narrow but outright win and the 
need for a wider, indeed grand, coalition. 
A further complication, just as odd, 
could arise. The second votes (for a party) 
are generally decisive because they decide 
the share of seats each party eventually 
gets. But what if a party wins more seats 
than it is due according to its share of sec- 
ond votes? Answer: it keeps them, and 
parliament is then enlarged to take them 
into account. Last time there were 16 such 
"excess mandates", mostly for Christian 
Democrats. That helped the government 
alliance to a working majority of ten. This | 
time there could be even more. | 








would insist on his doing so. 

At least the Free Democrats, junior part- 
ner in Mr Kohl's coalition, are more or less 
united behind bold reform to make the 
“social market" more free. But Germany's 
liberals look set to win barely 5% of the vote, 
the minimum for winning parliamentary 
seats, suggesting Mr Kohl may be right to 
assume most Germans favour reform only 
in small doses. 

So, with the big parties almost level in 
the opinion polls, and with an ultra-com- 


plex voting system where the tiniest change 
can make all the difference (see box above), 
the result looks wholly unpredictable. But if 
a "grand coalition" of Christian Democrats 
and Social Democrats emerges, as it may, 
for the first time in three decades, it will not 
be because Germans have consciously 
given their approval to thorough-going so- 
cial and economic reform at long last. It 
will rather bea sign they could not makeup 
their minds between two sides unable, or at 
least unready, to come clean. 





Steady as she drifts 


MOSCOW 


The new government is groping for even temporary solutions 


OOK at the numbers, or talk to ordinary 
Russians, and things seem grim. Since 
the country was engulfed in financial tur- 
moil a month ago, output has plunged by at 
least a tenth; prices have shot up by two- 
thirds; imports have already plummeted 
by at least a third; and Russians are ever 
more worried about having enough food 
and fuel for winter. Yet Yevgeny Primakov's 
first two weeks as prime minister have been 
unhurried. 
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On September 24th, however, he out- 
lined "elements" of a plan, including a 
promise to start paying off wages and pen- 
sions arrears from next month and to start 
compensating Russians for inflation from 
the new year. A full list of ministers was ex- 
pected on September 25th. Not for another 
week or so would Russians be told in more 
detail what their new rulers intend to do. 

And what might that be? The ideas 
floating around so far have been vague and 


sometimes contradictory. The acting fi- 
nance minister has said oil taxes must go 
up; the acting oil minister wants them 
down. A new restructuring deal for foreign 
holders of rouble debt is dangled, then 
withdrawn. Mr Primakov has declared a 
state monopoly on the production and sale 
of alcohol; how this would affect one of the 
few thriving parts of the post-Soviet econ- 
omy is not explained. Reforming Russia's 
complicated regional structure is not ur- 
gent, according to Mr Primakov—or should 
be started at once, if you listen to the new 
minister for regional affairs. 

So far, the government's main practical 
feat has been to create 1 billion roubles 
($70m) of new money as à first step to try to 
unblock a banking system paralysed by 
mistrust and insolvency. The underlying 
idea—to let selected banks run temporary 
overdrafts at the Central Bank—might work 
on paper. But in Russia's corrupt banking 
system? That is another matter. The banks 
have already seen off proposals for more ef- 
fective supervision. 

The new government's other achieve- 
ment has been to make the rouble look al- 
most stable, chiefly by practically closing 
down wholesale currency trading between 
banks. This coincides with a huge demand 
elsewhere in the economy for cash roubles 
(which provide the only reliable way, at the 
moment, to make a payment). As a result, 
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although the money supply is rising rap- 
idly—up more than 5% in September's first 
two weeks—the rouble is stable, even 
strengthening, against the dollar, creating 
an air of superficial normality. 

This is unlikely to last. The $overnment 
faces hard, urgent choices—on how to deal 
with bankrupt industries, its own debts, the 
tax system, the winter, headstrong regions, 
a big union protest on October 7th. The list 
is endless. 

Appointments so far suggest that these 
decisions will be fudged. There will, it 
seems, be no serious reformers in impor- 
tant positions, though no hardline Com- 
munists either. Yuri Maslyukov, the senior 
deputy prime minister overseeing the 
economy, is an old Communist but his 
mind has become more independent. After 
all, he served in the previous government— 
against his party leader's wishes. Gennady 
Kulik, the deputy prime minister in charge 
of farming, is an old-fashioned Agrarian, 
not an actual Communist. 

Mr Primakov's policies are still thin, but 
he has plenty of advice. Eight regional big- 
wigs have been given ministerial rank. The 
chairman of the Central Bank, Viktor Ger- 
ashchenko, and the head of the academy of 
sciences, Yuri Osipov, have been brought in 
at an even higher level. Three groups of 
economists are pondering ideas. 

A sensible settling-in period, or two 
valuable weeks wasted in dithering? Most 
Russians are too preoccupied with survival 
to decide. In Mozhaisk, a couple of hours' 
drive west of Moscow, state-owned shops 
are all butempty.A privately owned shop is 
well-stocked with imported goods, but de- 
serted. The main local employer, a dairy, 
pays around 600 roubles a month—$100 a 
month ago, $50 today. 

In Podolsk, to Moscow’s south, the pic- 
ture is similar. “People spent all their 
money in the first week of the crisis,” says a 
housewife. “Now they’re sitting at home on 
crates of pasta.” Her child, at kindergarten, 
gets porridge twice a day. The diet used to 
include fruit, vegetables and meat. 

Ordinary Russians’ food this winter 
will be ghastlier than usual. Some—those 
on pensions, not to mention others in asy- 
lums, prisons or orphanages—may go very 
hungry indeed. To what political effect? 
Anatoly Chubais, a pioneer of market eco- 
nomics popular in the West but much dis- 
liked at home, feels “cautiously optimistic”. 
The government could not destroy Russia’s 
market economy even if it wanted to, he 
avers. “They'll pay for it at elections,” he 
says. “Now Chubais and [Yegor] Gaidar 
[Russia's first reformist prime minister] can- 
not be blamed for anything. Now Maslyuk- 
ov and Gerashchenko are responsible.” Per- 
haps. But many Russians, angry as they are, 
may decide that a more heavy-handed, less 
liberal government is what they need. 
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Spain and the Basques 
Now for votes 


SAN SEBASTIAN 


OSE MARIA AZNAR, Spain's prime min- 

ister, has been wary of responding gener- 

ously to the "indefinite" ceasefire called 
last week by the Basque separatist group 
ETA. The main non-violent Basque party, 
the Basque Nationalists (PNv), have urged 
him to make a gesture. For a start, they say, 
he should move some of the 500-plus con- 
victed ETA terrorists from prisons around 
Spain to ones inside the Basque region. 
And he should be ready to negotiate, pre- 
sumably to give Basques still more auton- 
omy than they have already. 

Not so fast, said Mr Aznar. He would 
take stock. But he was not yet ready to trust 
an outfit that has broken three previous 
ceasefires and killed at least 760 people in a 
30-year struggle for outright independence. 
If ETA truly wants peace, it should lay down 
its arms unconditionally. It has not. 

Besides, with a regional election com- 
ing up in the Basque country at the end of 
next month, Mr Aznar' first aim is to en- 
courage voters opposed to further auton- 
omy, let alone outright independence, to 
make themselves felt. If he can get a bit 
more political clout in the Basque country, 
as a result of non-nationalists doing well in 
the regional election, and keep up the mili- 
tary pressure against the terrorists, then, he 
reckons, he might be better placed to nego- 
tiate a lasting peace from a position of 
strength. At the same time, he would have a 
better chance of fending off further con- 
stitutional changes demanded by Basques, 
peaceful as well as violent ones, as the price 
for ETA's truce. 

If you believe government sources, 
ETA's ceasefire is sign of weakness. Basque 
terrorism has become increasingly unpop- 
ular, even among Basques. And ETA may be 
in a financial and military bind. Its net- 
work of reserves is thinning—or so people 
in Spain's interior ministry reckon, per- 
haps somewhat optimistically, given that 
155,000 people cast their ballots for the pro- 
ETA party, Herri Batasuna, in the last gen- 
eral election two years ago. 

This is where next month's regional 
election comes in. The ceasefire followed 
seven months of contacts between non-vio- 
lent Basque parties and Herri Batasuna. 
Both types of Basque nationalist hope the 
ceasefire will bring them electoral divi- 
dends, with the mainstream PNv and Herri 
Batasuna wanting voters to thank them for 
"bringing peace"—thereby continuing to 
give Basque nationalists, of whatever 
stripe, control of the assembly without hav- 
ing to make a coalition with non-national- 
ists. A new assembly might then be better 
placed to demand further constitutional 





Off with your mask, then 
reform. ETA still insists that it wants noth- 
ing less than an independent Basque state, 
as do people in the more radical wing of the 
non-violent PNV. 

Mr Aznar may now try to set up a rival 
front of parties in the Basque country, 
made up of his own conservative People's 
Party and the Socialists, who both want to 
keep Spain's existing constitution, with its 
strong measure of regional self-govern- 
ment but with no option for indepen- 
dence. The key to Mr Aznar's plan lies in 
luring Basques who are nationalist but not 
separatist away from the PNv. Three Basque 
parties, including Herri Batasuna, now 
hold 41 of the assembly's 75 seats. Since 
1987 the PNv had ruled in tandem with the 
Socialists, but they fell out this summer. 

Mr Aznar particularly wants people 
who live in the Basque country but are not 
Basque nationalists to vote next month. 
Such people usually turn out in general 
elections but often stay at home for re- 
gional ones, thereby letting nationalists 
dominate the assembly. “These [regional] 
elections are critical,” says a colleague of Mr 
Aznars who is himself a Basque. "They 
amount to a referendum on whether 
Basques want an independent state or not." 
But if, as before, the nationalists come out 
on top, Mr Aznar will have to think again. 





Sweden 
Winner seeks pals 


STOCKHOLM 


ORAN PERSSON should count him- 

self lucky. After leading his Social 
Democrats to their worst general-election 
performance in 40 years, he is still plod- 
ding on as prime minister. But life will be a 
lot less comfortable. Mr Persson's Social 
Democrats will need two other parties— 
not, as before, just one—to get laws through 
parliament. Their former partner, the rural- 
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A Swedish rainbow 
Seats in parliament 1998 (1994) 


based Centre Party, did badly in the poll— 
and says it will no longer back Mr Persson. 
Instead, he is bracing himself to seek sup- 
port from the ex-communist Left and from 
the almost-as-left-wing Greens. 

The Left was the election’s moral victor. 
It is now Sweden's third party, with 12% of 
the vote. Gudrun Schyman, its bubbly lead- 
er, has demanded a four-year electoral pact 
with the Social Democrats, making clear 
that she will not be fobbed off with a few 
ministerial scraps. She wants much more 
spending on welfare and jobs. She wants to 
slow national debt repayment, put higher 
taxes on wealth, extinguish nuclear power 
and curb privatisation. Her party also, like 
the Greens, dislikes the European Union. 


| 
PARIS 


RANCE'S Catholic bishops have 

lambasted it as “unnecessary and 
dangerous”. A leading right-winger has 
denounced it as a “sort of sub-marriage 
for homosexuals”. Nearly 19,000 French 
mayors, out of some 37,000, have signed a 
petition against "this union against na- 
ture". And tens of thousands of rank-and- 
file Frenchmen have inundated the gov- 
ernment with demands for the abandon- 
ment of an “infamous project which will 
destroy the last remains of civilisation 
separating us from barbarism". 

The dreaded threat? A left-winger's 
bill, up for discussion in parliament next 
month, to propose a legal framework for 
cohabiting couples, homosexual or het- 
erosexual, who "cannot or do not wish to 
marry". Under the Civil Solidarity Pact, 
known by its acronym PACS, unmarried 
couples would become eligible for many 
of the fiscal and legal rights enjoyed by 
married ones, without having to submit 
to the same constraints (such as support 
payments after a break-up). 

In particular, they would be able to 
file joint tax-returns, benefit from each 
others welfare insurance, inherit the 
lease on a shared home, and be exempt 
from death duties on the first FFr300,000 
($53,000) left by the deceased partner in- 
stead of having to pay the 60% tax nor- 





Share of vote, % 1998 


Un ee 


PETATA 
NO bec S ot 
NN SIL 
s 26 





She wants a referendum next year on 
whether Sweden should join Europe’s sin- 
gle currency. If Swedes say no, Ms Schyman 
says she will demand a plebiscite on 
whether to leave the Eu altogether. Mr Pers- 
son knows he must make some concessions 
to keep a new government afloat, but is de- 
termined to be fiscally prudent. How much 
of Ms Schyman's agenda can he stomach, 
then? Quite apart for their political differ- 
ences, the pair dislike each other. Tricky 
times beckon. 

At least Mr Persson should be able to get 
along with the Greens. They promise to ac- 
cept the government's tight spending, 
though they too want income to be further 
"redistributed" at a time when Mr Persson 


mally payable by unrelated heirs. In re- 
turn, they would have to agree to support 
one another financially and share 
responsibility for any debts. 

The pact would not be open to home- 
sharing relations or to anyone already 
married. It would not provide the right to 
adopt or get artificial insemination. And 
it would not permit an automatic change 
of name. Registered at the préfecture, as 
the provincial government headquarters 
is known, instead of in the town or village 
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might otherwise have been pondering tax 
cuts. The Greens’ most awkward demands, 
as the price for co-operation, are for a ref- 
erendum on the single currency and a 
promise that Sweden will not join NATO. 

Businessmen, especially, are worried 
about a political stalemate—even govern- 
ment paralysis—if Mr Persson cannot cut 
these deals on the left, though the financial 
markets have so far reacted calmly. The rea- 
son is that, though it looks as if Mr Persson 
will rely on the Left and the Greens to get a 
budget (due to be presented on October 
13th) through parliament, in the longer 
term he may be looking to Sweden's cen- 
trist parties for comfort. 

But that will not come easily either. Two 
of them—the Centre and the Liberals— 
polled badly and need time to reflect. And 
the Christian Democrats, whose near-12% 
score (just behind the Left) was their best 
ever, have so far ruled out an alliance with 
Mr Persson, though their leader, Alf Svens- 
son, has said he might back Mr Persson to 
“save Sweden” from the Left and the 
Greens. If cosying up to Ms Schyman 
proves too expensive, Mr Persson might 
have to look to the middle ground after all. 





Having it both ways, à la francaise hall as for normal marriages, the pact 


would become void on the mere say-so of | 
just one partner at the same préfecture or 
by the marriage or death of either partner. 

Outside Scandinavia, France has the 
highest proportion of unmarried couples 
in Europe (see table). One in seven French 
(heterosexual) couples cohabit, twice the 
proportion of ten years ago. Among 
French women aged 25 to 29, half of those 
living with a man now opt to do so with- 
out getting married. Not surprising, then, 
that at least four French babies out of ten 
are now born out of wedlock—giving the 
country, again bar Scandinavia, Europe's 
highest rate of illegitimacy. 


Births outside marriage 
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Ruth Dreifuss, model for a new Swiss role? 


pr closely and you might just spot her walking briskly 
down the main street of Bern, the Swiss capital. Flat, sensible 
shoes; black, sensible shoulder-bag. No aides scurrying along at 
her side; no passers-by turning a curious eye: just an ordinary, 
serious-minded Swiss woman going about her business. Except 
that this is Switzerland's next president, due to take office in 
1999, when the incumbent, Flavio Cotti, gives up. In a country 
where women got the vote in federal issues only in 1971, which 
has been skewered abroad for its banks' tardy settlement with 
Holocaust survivors, and which represents the acme of capitalist 
prosperity, Ruth Dreifuss—female, Jewish, Socialist, ex-trade 
unionist—seems the antithesis of all things Swiss. Could she be 
the emblem of a Switzerland on the edge of change? 

“Ruth who?” you may be for- 
given for asking. Switzerland de- 
volves most affairs to its 26 cantons 
and half-cantons, and to its 2,929 
communes, scarcely leaving a job for 
the centre. The presidency, a ceremo- 
nial job, is simply passed round each 
year among the seven ministers in 
federal government. So it would be 
misleading to dwell too much on the 
shift from the regal, dapper Mr Cotti, 
a conservative Christian Demo- 
cratic lawyer from Italian-speaking 
Ticino(but much in theSwiss tradi- 
tion), to the approachable, earnest, 
woman-next-door Ms Dreifuss. 
Nevertheless, as she puts it: “I would 
hate to be the excuse for, or the cos- 
metic face of, a Switzerland that did 
not change." 

These are trying times for the 
Swiss. They have been battered 
abroad for their reluctance to prise 
open their secretive banks and 
search properly for money belong- 
ing to Holocaust survivors, a matter 
only partly settled in August. The af- B. 
fairhastoucheda nerve: wasthecon- eser. 2 
duct of the Swiss during the war ~ 
quite as bleached and honourable as history taught them to be- 

| lieve? The prosperity that has propped up Swiss self-satisfaction 
| has also taken a knock: until last year, the economy had barely 
grown at all since 1991, and unemployment, once unheard of, 
had piled up. As for neutrality, another political badge long 
worn with defiant pride, the Swiss watch with uncertainty its 
tentative erosion. Switzerland has now joined with NATO in the 
Partnership for Peace. It sends soldiers to ex-Yugoslavia, albeit 
only to do support jobs. If the Swiss are no longer quite as special 
and different as they like to think, does it make sense to stay 
| stubbornly outside the European Union? 
| On the face of it, Ms Dreifuss ought to be ready to question 
such totems. She will be Switzerland's first female, and first Jew- 
ish, president. She is not cut from conventional Swiss political 
cloth. Where Mr Cotti followed a typically plodding Swiss politi- 
cal path—law school, a steady climb up through cantonal poli- 
tics to federal government in Bern in 1986—Ms Dreifuss has 
hopped from journalism to academia, then into the federal 
overseas-aid department as a bureaucrat, then off into the trade 
unions in 1981. She entered federal government only in 1993. 
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Some left-leaning Swiss are sad that, as interior minister, she 
has not done enough since then to protect workers or women. 
They doubt she has the forcefulness to make something of her 
presidency. She certainly says she is keen not to let the country’s 
self-examination wilt. She talks admiringly of South Africa's ef- 
forts to face its own, altogether different, past. If she wants to be 
bolder, however, Ms Dreifuss may stir up more resentment than 
remorse. Some Swiss already feel unfairly put upon: “As if the 
Americans, under Bill Clinton, have the right to set moral stan- 
dards for us,” sniffs one businessman, not untypically. All the 
same, a more open Switzerland, she believes, would be a better 
place. Which means opening up to the Eu too. 

On that point, she and Mr Cotti agree. 
The government wants to apply for 
EU membership, in time. It first has 
to finish bilateral negotiations with 
the EU, which should partly hook it 
up economically. After that, work 
could begin on membership 
proper. “I believe we would be very 
well advised to take part sooner 
than in ten years," declares Mr Cotti, 
who doubles as foreign minister. 
Many business types, who grumble 
about their trouble exporting jam 
or chocolate, agree. The economy 
might have done better, some sug- 
gest, had Switzerland been in Eu- 
rope's single market. Besides, the 
Swiss keep finding themselves 
aligning their laws to EU ones, yet 
with no say in shaping those laws. 

Yet, whatever the convictions of 
Ms Dreifuss or Mr Cotti, their hands 
are tied. For one thing, they are mem- 
bers of a cosy coalition government. 
So Ms Dreifuss bears some responsi- 
bility for its clumsy dealings with 
Holocaust survivors. For another, 
under Switzerland's system of direct 
democracy, any big decision can go 
to a national vote. In 1992, when the 
government proposed joining the European Economic Area, the 
Swiss said no. 

Ever cautious, the government keeps one eye fixed on popu- 
lar will and the risk of a backlash against abrupt change. Ask a 
Swiss minister if this paralyses government, and you will be ac- 
cused of defending dictatorship. The government is there to 
serve the people, not to lead them, goes the mantra, uttered with 
refreshing sincerity. Perhaps more than anything, the Swiss cher- 
ish their power to keep their government in check. 

They may look like odd men out, but the Swiss would proba- 
bly even now reject EU membership, if for no other reason than 
that it would weaken the referendum system itself. That is a sac- 
rifice many Swiss are just not ready to make. From the outside, 
the Swiss may look confused. Within, indignation rivals intro- 
spection. Many Swiss, especially German-speakers, believe that 
they have done rather well from being outsiders in Europe. They 
are still, Luxembourg apart, Europe’s richest people. In the end, 
whatever their leaders’ views, the women and men bustling 
along the main street of Bern, as elsewhere, have the last word. 
They know it—and most of them like it that way. 
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BRITAIN 


The ghosts at Ashdown's feast 


BRIGHTON 


The prospect of an historic realignment in politics hung over the Liberal 
Democrat conference. It will also overshadow Labour's gathering next week 


IRSE has long been famous for its 

tonic air. But it was not just the bracing 
sea breezes that accounted for the Liberal 
Democrats' good humour at their confer- 
ence this week. They are sniffing the unfa- 
miliar scent of power. 

That lent an extra sharpness to the con- 
ference's policy debates. But the minds of 
party members were not focused ex- 
clusively on events in Brighton. For 
in a month's time the Jenkins Com- 
mission looking into electoral re- 
form will report to Tony Blair. If the 
Jenkins report leads to Britain 
adopting a new electoral system, 
based on some form of proportional 
representation (PR), the Lib Dems are 
likely to be transformed from a 
fringe party into one that holds the 
balance of power in Britain. 

If the last election were re-run un- 
der almost any form of pr, the Lib 
Dems would have more than dou- 
bled their representation in Parlia- 
ment and gained over 100 seats. In 
his speech to the party conference on 
September 24th, Paddy Ashdown, 
the party leader, said a new voting 
system was “an opportunity for 
which we have been working all our 
political lives." 

It is easy to see why the Lib Dems 
want electoral reform, but what 
about Labour? The same calcula- 
tions that suggest the Lib Dems 
would do significantly better under 
PR mostly show Labour doing far 
worse. Little wonder that many se- 
nior members of Mr Blair’s cabinet, 
including John Prescott, the deputy 
prime minister, Gordon Brown, the chan- 
cellor and Jack Straw, the home secretary, 
have let it be known that they would prefer 
to stick with the current first-past-the-post 
system. Mr Blair may even face a protest 
from his normally docile Mrs, alarmed at 
the thought that many of them would lose 
their seats after electoral reform. 

But the odds remain that Mr Blair will 
back reform. His own manifesto commits 
him to a referendum on the subject. And 
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there have been frequent contacts between 
Number 10 and Lord Jenkins’s commis- 
sion. Both sides deny anything as unseemly 
as negotiations, but it would be surprising 
if Lord Jenkins were to recommend a sys- 
tem unacceptable to Mr Blair. 

Something more than a quaint com- 
mitment to keep his word may also be 
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motivating the prime minister. In a pam- 
phlet on "The Third Way" (Fabian Society, 
£3.50), published this week, Mr Blair ar- 
gued that the new politics he is pursuing is 
aimed at "uniting the two great streams of 
left-of-centre thought—democratic social- 
ism and liberalism—whose divorce this 
century did so much to weaken progressive 
politics across the West." Might this fore- 
shadow an eventual move to create a new 
centreleft grouping in British politics, 





combining the mainstreams of the Labour 
Party and the Lib Dems? 

Such a thought would infuriate the left 
of the Labour Party—“Old Labour" in 
Blairspeak. But Mr Blair might be quite 
glad to be shot of them. The left already 
looks as if it may embarrass him at the 
party conference in Blackpool, by winning 
seats on the party's National Executive 
Committee, at the expense of a slate of 
Blairites. Mr Blair may feel that he has more 
in common with the Lib Dems than the 
wilder fringes of his own party. 

But just as the prospect of a long-term 
relationship with Labour is beckoning, 
some Lib Dems are hesitating at the altar, 
They worry that their party is not being true 
to itself. Even supporters of the party’s cur- 
rent stance of “constructive opposition” to 
New Labour concede that the Lib 
Dems have pulled their punches in 
some areas—over the illegal export of 
arms to Sierra Leone, for example, or 
the shortcomings of the British Eu 
presidency. Critics go further, point- 
ing to the Lib Dems’ silence over the 
government's emergency anti-terror- 
ist legislation and to their muted 
calls for more health and education 
spending. 

The difference of view is largely 
due to geography. For the Lib Dems 
are composed of two tribes. In one 
tribeare the Lib Dems ofthe country- 
side and leafy suburbs. In these ar- 
eas, the Tories have been the tradi- 
tional enemies, and Lib Dems are 
relaxed about doing deals with a 
modernised Labour Party. 

The second tribe are the Lib 

Dems of the cities. Here Lib Dem 
councillors have traditionally been 
locked in combat with their Labour 
opponents. It is harder for them to 
settle old quarrels, and some of them 
see Labours new moderation as a 
chance to outflank it on the left, by 
becoming the party of higher public 
P^ spending. 
i This Lib Dem faultline will be 
hard to fix, but there was no earth- 
quake at the conference. Charles Kennedy 
and Simon Hughes, the two leading Mrs 
thought to have most reservations about 
constructive opposition, both told a 
packed fringe meeting that Labour was not 
yet too close for comfort—although both 
warned against getting much closer. Mr 
Ashdown would certainly be opposed if, as 
some party members now fear, he at- 
tempted a coalition before delivering PR. 

The Lib Dems will soon get a trial run of 
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life under a new system. Next May's elec- 
tions for the Scottish parliament will take 
place under a proportional system. Most 
pundits expect that neither Labour nor the 
Scottish National Party (SNP) will win an 
outright majority, leaving Scottish Lib Dem 
MPs with the balance of power. Jim Wal- 
lace, who heads the Lib Dems in Scotland, 
is carefully avoiding commitments in ad- 
vance of the election. But it is hard to see 
him yoked comfortably to an SNP commit- 
ted to Scottish independence. So a Lib-Lab 
coalition looks a real possibility for the first 
Scottish government. 

Would such a coalition lead to the grad- 
ual obliteration of the Lib Dems' separate 
identity? These anxieties are heightened by 
the fear that, in practice, PR might not work 
out quite as well for the Lib Dems as most 
people assume. For all their protests against 
the current first-past-the-post system, they 
have become quite skilled at exploiting it. 
In the general election in Scotland, for ex- 
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ample, they won ten seats with fewer votes 
than the Tories, who won none. PR would 
undermine the value of the Lib Dems' geo- 
graphical concentrations of support, and 
leave them competing against a Labour 
Party whose policies looked quite close to 
their own. 

Senior Lib Dems, however, remain un- 
fazed. There are likely to be enough policy 
differences, for example over Europe, for 
voters to tell the parties apart. And then 
there is the question of style. As their party 
conference demonstrated, the Lib Dems 
are unafraid of discussion. Unlike the other 
parties, they do not try to stage-manage 
conference debates—a key education pol- 
icy supported by the leadership was even 
defeated by the party rank-and-file. Party 
leaders take solace in the hope that many 
voters may prefer the civilised, democratic, 
reasonable party on display in Brighton 
this week to the carefully packaged and rig- 
idly disciplined ranks of New Labour. 





Business and nationalism 


In from the cold 


INVERNESS 


What impact will nationalism have on Scottish business? 


TWAS scarcely the warmest of welcomes. 

No sooner had the Scottish National 
Party (SNP) arrived in Inverness for their an- 
nual conference than David Sutherland, 
managing director of Tulloch Homes, a big 
Inverness building firm, set about ruining 
the festivities. He said he would need a lot 
of convincing to keep his business in Scot- 
land if, as the sNP wishes, the country be- 
comes independent. 

Mr Sutherland's is not a lone voice. The 
prospect of independence—which opinion 
polls have shown is growing in popularity 
among Scots—deeply worries some big 
Scottish financial firms. Mike 
Ross, chief executive of Scot- 
tish Widows, fears that buyers 
of pensions and insurance in 
England, who make up 90% of 
his company's customers, 
might not be too keen on hav- 
ing their savings tied up in a 
foreign country. And what if, 
say, an English chancellor 
suddenly declared that tax re- 
lief on pensions would be al- 
lowable only on plans taken 
out with English firms? 

The sNP is trying to 
counter these fears with busi- 
ness-friendly policies (see 
Bagehot). It has ditched much 
of its left-wingery and now 
promises to cut the rate of cor- 
poration tax in an indepen- 
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dent Scotland—its model is Ireland, which 
has a 10% tax rate for manufacturing and 
finance firms. But Jim Stretton, chief execu- 
tive of Standard Life, a big financial firm, 
says that he finds it hard to believe that the 
EU, as it moves towards a single European 
currency, would allow big differences in 
company tax rates between member states 
to persist. 

Business’s tendency to see obstacles 
rather than opportunities in indepen- 
dence is frustrating for the snp. But to judge 
by the exhibition stalls and receptions at 
the SNP conference, there are also plenty of 





businesses which are anxious to hob-nob 
with the Nationalists, now that the party is 
running neck-and-neck with Labour in the 
race to be the biggest party in the Scottish 
parliament. Among the big company 
names to be spotted were British Gas, the 
Scottish division of the British Airports Au- 
thority, Tesco, British Telecom, the Scottish 
Tourist Board, Railtrack, and the Scotch 
Whisky Association which, surprisingly 
enough, has until now turned up at all the 
other parties’ conferences—but not at the 
Scottish Nationalists’. 

Most SNP leaders believe that big busi- 
ness will have to adapt to their party's new 
strength. “You can afford to ignore a party 
which at best in Westminster elections is an 
also-ran. But you cannot ignore a party 
which at worst seems likely to be the second 
largest in the Scottish parliament," says 
James Scott, a former head of the Scottish 
Office industry department, who helps run 
Business in Scotland, a group set up by the 
SNP two years ago to foster dialogue be- 
tween business and the party. 

His group has certainly been busy, pub- 
lishing eight-page glossy supplements in a 
Scottish business magazine, and running 
lunches and dinners, one of which, in Ed- 
inburgh, attracted 150 people. And it has 
won some recruits. Brian Souter, chairman 
of Stagecoach and probably Scotland's 
richest businessman, is widely believed to 
be funding the SNP; Pat Grant, joint manag- 
ing director of Norfrost, a Caithness com- 
pany employing 350 people making 
fridges, has joined Business in Scotland. 
Another SNP recruit is Tom Hamilton, a 
Glasgow businessman who runs the Euro- 
pean subsidiary of an American firm, Sun 
Health Care, which has 10,000 employees. 
Mr Hamilton says his decision stemmed 
from his belief that Brussels and the Euro- 
pean Union will come to overshadow 
Westminster and London. He argues that 
the sNP's analysis that Scotland should deal 
directly with the Eu is entirely right. 

But Mr Hamilton cheer- 
fully admits that he is pretty 
much out on his own. Most of 
the rest of corporate Scotland 
was never terribly enthused 
about constitutional change 
anyway. The Confederation of 
British Industry Scottish 
branch was always suspicious 
of a Scottish parliament, fear- 
ing it would be an extra layer 
of bureaucracy. Now that the 
parliament is almost upon us, 
the CBI is treating it as a regret- 
table fact of life. But big busi- 
ness in Scotland remains sol- 
idly against the disruption in 
the single British market 
which could be caused by 
independence. 
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Employment 


A new mix 


In London, almost one in every nine workers is a foreign citizen 


ASELLA'S at three o'clock on a week 
day: Eu bankers digesting their 
lunches are filing into the tiny coffee bar for 
a quick espresso and a smoke. The kitchen 
staff's Italian blends with bankers' gossip in 
a variety of other European languages. The 
cafe is just off Fleet Street, a stone's throw 
from the offices of Goldman Sachs and J.P. 
Morgan, and the customers are twenty- and 
thirty-something analysts. 

It is in the City above all that the multi- 
national nature of the London workforce is 
most evident There are now well over 
400,000 foreign nationals working in 
Greater London—almost one in nine of the 
total workforce. Goldman Sachs now num- 
bers 66 different nationalities amongst its 
2,300 employees in London, whilst 35% of 
the workforce of J.P. Morgan are non-Brit- 
ish citizens. Take out the “back-room” and 
secretarial staff from the equation and the 
international nature of these banks be- 
comes even more striking. 

Banks are seriously global; what is more 
surprising is that even in less exalted indus- 
tries, which might be expected to be domi- 
nated by locals, foreign workers are more 
and more evident. Take two successful 
chains of sandwich restaurants, Pret A 
Manger and Richoux. The first employs 
1,400 people and does 85% of its business 
in London. Only 19% of its staff are from 
Britain and 60% are from EU countries. 
Richoux has six shops and employs 400 
people. Its workforce is 80% foreign and 
50% are from the Eu. Its human resources 
manager estimates that there are probably 
only about 80 Brits working in the whole 
company. 

The government's Labour Force Survey 
suggests that in 1996-97, the last year for 
which there are official figures, there were 


THE ECONOMIST SEPTEMBER 26TH 1998 


914,000 foreigners in Britain. This was only 
a small increase compared with 1992-93, 
when there were some 882,000 foreign na- 
tionals working in the country. But accord- 
ing to John Salt and James Clarke of the Mi- 
gration Research Unit of University College 
London, who have pulled together a lot of 
the numbers on labour flows, a striking 
change in the sources of foreign labour is 
taking place. Traditional sources of labour 
have been levelling off or declining; there 
are now fewer Irish people working in Brit- 
ain, perhaps because of the boom in Ire- 
land itself—and tighter restrictions on im- 
migration from the Commonwealth mean 
that the big waves of immigration from the 
Indian sub-contintent and the West Indies 
are over. 

But continental Europeans have been 
more than filling the gap. Free movement 
of labour within the Eu makes absolute 
numbers hard to measure—but the trend is 
clear. There are officially 60,000 French cit- 
izens registered with the French Embassy 
in London as living or working in Britain, 
up from 48,000 two years ago. But the em- 
bassy's own guesstimate is that the unof- 
ficial figure is now as high as 200,000. The 
number of Germans working in Britain is 
also thought by the German embassy to 
have doubled in the past four years. 

A recent survey by the OECD suggested 
that Britain is still rather less polyglot than 
many other European nations (see page 
118). But London is the exception. In 1996- 
97, 426,000 foreign workers—47% of the 
national total—worked in Greater London. 
By contrast, only 11% of British nationals 
work in Greater London. All this means 
that while something like one in nine 
workers in Greater London is a foreign na- 
tional, for the United Kingdom as a whole 
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the figure is only one in 25. 

London’s magnetic attraction is also in- 
creasing, relative to the rest of Britain. In 
1992-93, London attracted 39% of all for- 
eign workers coming into the country; by 
1996-97 it was pulling in 49% of Britain's 
workers from abroad. Of course, London 
has always been a melting pot—a point 
made in several recent studies of the city 
(see page 97). But even in the city's com- 
mercial and Imperial heyday during the 
19th century, it never had such a lead in rel- 
ative attractiveness as it does today. 

Another trend picked up by the Labour 
Force Survey is that newly entering foreign 
workers are getting younger, especially 
those from Europe. According to Depart- 
ment of Social Security figures, 8596 of for- 
eigners and a remarkable 92% of Europe- 
ans entering the country as workers in 
1995-96 were under 35; 55% of the Europe- 
ans were aged 18-24. 

So what is pulling in all the foreigners? 
Part of the answer may be cyclical. Until re- 
cently, Britain's economy was growing 
quite strongly relative to continental Eu- 
rope. The pre-eminence of the City as a fi- 
nancial centre and of English as the lan- 
guage of world business are also both vital 
in pulling in foreign workers. J.P. Morgan 
uses London as a focal point for the careers 
of all its new recruits outside North Amer- 
ica. It is also increasingly helpful for any 
French person aspiring to work in the res- 
taurant or hotel industry at home to have 
some English—working in Britain for a year 
is a good way of picking up the language. 

The flexibility of the British labour mar- 
ket is also important in attracting young 
Europeans who just want temporary or 
shortterm employment. Someone can 
move from an initial application to Pret A 
Manger to working behind the counter 
within six days—including training. 

There are now almost a million foreign- 
ers working in Britain, but there are also 
around 1.8m British people unemployed. 
Foreigners taking "our" jobs? Not really, 
just evidence of the familiar problem of 
British skills shortages—a problem so acute 
that many employers prefer to hire a 
worker who does not have English as a first 
language, in preference to a less-skilled na- 
tive. Thus Pret A Manger only hires one ap- 
plicant in 14, but a high proportion of those 
it takes on will be Europeans. Richoux has 
to go to Europe or South Africa to recruit 
chefs because it cannot get them in Britain. 
And at the top end of the labour market, 
Goldman Sachs or J.P. Morgan are recruit- 
ing fewer Brits, because locals are having to 
compete with Europeans equipped with 
superior language skills and freshly- 
minted MBAs. There are still a few banks 
left where they still judge a man by the 
breadth of his pinstripe—but they no 
longer set the pace. 
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Scotland's disarming Braveheart 


FU things are harder to understand than somebody else's 
nationalism. This is especially true when the somebody else 
is your fellow citizen, and seems to you to be getting a pretty fair 
deal as things stand. That is presumably why the Labour Party is 
in such a mess in Scotland. The average Labour supporter finds 
it easy enough to empathise with the national aspirations of Pal- 
estinians, or ethnic Albanians. But Scots? Do they not enjoy ev- 
ery necessary democratic right? Do they not fill umpteen top 
jobs in the British cabinet? And will they not exercise remark- 
able autonomy when they elect a parliament in Edinburgh next 
May, with large powers devolved from Westminster? 

It was reasonable a year ago for Tony Blair's government to 
assume that the answer to all these 
questions was Yes, and that the cre- 
ation of the Scottish parliament 
would therefore kill the Scottish 
National Party stone dead. It was 
reasonable, but wrong. All the evi- 
dence of recent opinion polls is 
that far from weakening the SNP, 
devolution has strengthened it, 
and may give it the muscle to push 
for independence. At its annual 
conference in Inverness this week, 
the sNP began the work of trans- 
forming itself from a party of anti- 
English protest into a mature orga- 
nisation preparing for power. The 
polls suggest not only that the SNP 
is capable of winning power—or at 
least a share of it—in the new Scot- 
tish parliament next May, but that 
it could also dare to think of win- 
ning a Scottish referendum on in- 
dependence. In that event, Mr 
Blair will be remembered not for 
his third way, but for the dissolu- 
tion of the United Kingdom. 

It is not altogether Mr Blair's 
fault that things should have come 
to this. He has been unlucky in his 
opponent. A common reason for 
the failure of secessionist move- 
ments is that independence can seem frightening. Its champi- 
ons often seem wild-eyed or romantic, or driven by old 
resentments, or detached from economic reality. Labour's diffi- 
culty is that Alex Salmond, the sNr's cheerful and witty leader, is 
the most unfrightening of revolutionaries. His famous short 
temper seldom bursts in public. He can sometimes be a dema- 
gogue, and he is vain, but when he puts the case for indepen- 
dence he is sweetly reasonable. He says he has no truck with anti- 
English sentiment, too often “a psychological crutch” which 
Scots use as an excuse for their own failings. He says he wants 
separation from England to be conducted “in a way that does 
credit to both countries”. That, he says, is why he intends to make 
use of mechanisms such as the monarchy (he will soon be 
putting his ideas privately to the Prince of Wales) that can pre- 
vent the separation from turning sour. He does not want to re- 
pudiate 300 years of shared history. Perish the thought. But by 
letting Scotland go, he says, England will replace a surly lodger 
with a good neighbour. 

From Labour's point of view, all this calm statesmanship is 











horribly disarming—in the literal, pre-emptive sense of the 
word. Labour can argue that the SNP is inexperienced, but by 
creating the new parliament in Edinburgh it has given Mr 
Salmond a chance to show that the SNP can run a responsible 
administration. Labour can say that independence would dam- 
age Scotland’s economy. But having started off as an economist 
in the Royal Bank of Scotland, Mr Salmond has all the vocabu- 
lary (if not the watertight argument) he needs to put up a spirited 
rebuttal. Ask him whether Scotland can really prosper alone and 
he raises his large eyebrows and reminds you that Scotland 
would not be alone: it would be part of the European Union, no 


less able to flourish in it than the tigerish Irish. In the logic of 


Europe, he says, it is Westminster 
that is the anomaly. Most difficult 
of all for Labour to handle is that 
whereas the snp is undeniably a 
Scottish party, the Scottish Labour 
Party is constrained by its ties to 
the British Labour Party. 

Naturally, Mr Salmond has 
problems of his own. On present 
showing, an outright majority is 
out of his reach next May. The Lib- 
eral Democrats are unlikely to be- 
come partners in a coalition if he 
insists on an independence ref- 
erendum in the lifetime ofthe first 
parliament. His own party, mean- 
while, has unfinished internal 
business. From the safety of appar- 
ently permanent opposition, the 
sNP attacked New Labour for 
abandoning its socialist roots. “No 
sooner had we got rid of one Tory 
government, but there was an- 
other one along in its place,” Mr 
Salmond said last June. Now that 
power beckons, Mr Salmond's job 
is to rub against the grain of SNP 
tradition by shedding some of its 
old socialist rhetoric. The motto of 
the policy document debated in 
Inverness was “Enterprise, Com- 
passion and Democracy”, whose first two words struck some del- 
egates as a Blairite attempt to face two ways at once. 

Above all, Mr Salmond must secretly fear that the sNP will go 
the way of the separatists in Quebec: able to win regional power 
but rebuffed time and again whenever they hold what Quebeck- 
ers have come to call a “neverendum” on independence. 

Paradoxically, that danger may be greater with an indepen- 
dence movement that is led by an emollient gradualist like Mr 
Salmond. On the one hand, Mr Salmond tells Scots that inde- 
pendence is something big: that for some reason of national des- 
tiny it is worth the inevitable upheaval. On the other, he assures 
them that independence is, really, no big deal. It is merely the 


logical end-point of the Brussels-driven creation of a Europe of | 


regions, in which Scotland can regain its sovereignty and still 
enjoy the best of relations with England. Noticing the contradic- 
tion, many Scots may conclude that they can hedge their bets by 
installing their genial Braveheart in Edinburgh, from where he 
can use the threat of secession to extract maximum favours from 
Westminster, but stay safely inside the Union. 
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Eastern Germany 
is poised for 
high-tech growth 





An increasing number of high-tech firms in eastern Ger- 
many are now competing successfully in international 
markets. Microelectronics, whose development paved 
the way for the digital age, will continue to be one of the 
key technologies in the years ahead. Global pressure to 
produce even smaller, faster, and more efficient chips at 
even lower prices is intensifying. In Dresden, the vision 
of a new Silicon Valley has moved an important step 
closer to reality, with the initiation of Europe's largest 
microelectronics project - a joint venture whose overall 
volume is put at over $1 billion. What are the prospects 
for this ambitious undertaking? 


International presence: 
Almaty, Amsterdam, 

Antwerp, Atlanta, Bangkok, 
Barcelona, Beijing, Beirut, 
Bratislava, Brussels, Bucharest, 


Luxembourg, Madrid, Manama, 
Mexico City, Mumbai, Milan, 
Minsk, Moscow, New York, 
Novosibirsk, Osaka, Paris, 
Prague, Rio de Janeiro, 

Sao Paulo, Seoul, Shanghai, 
Singapore, St. Petersburg, 
Sydney, Taipei, Tashkent, 
Tehran, Tokyo, Toronto, 
Warsaw, Zurich. 


CunRENTLY, the semi-conductor 
market is experiencing a down- 
turn in the DRAM (dynamic ran- 
dom access memory) chip seg- 
ment. Over-capacity worldwide, 
especially in the Far East, and a 
fall in demand due to the Asian 
crisis, have caused prices for 
these mass-storage chips to drop 
by more than 90% since 1995. 
However, an end to the glut is in 
sight, as capacity expansion in 
this field of production has been 
halted. 


WHILE CYCLICAL price fluctu- 
ations are normal in the chip 
industry, the world's appetite for 
microelectronics products will 
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increase over the longer term, 
due to growth in the use of data 
technology and the increasingly 
sophisticated nature of modern 
software. In Germany, the pace 
is being set by the PC market, 
with personal computers account- 
ing for about 30% of chip demand 
last year. But the boom in tele- 
communications (27%) and auto- 
motive electronics (18%), to- 
gether with strong demand in 
industrial electronics (19%) and 
a steady flow of new applications 
involving a combination of micro- 
electronics and software, are also 


Siemens and Motorola, support- 
ed by Wacker Siltronic, a leading 
international supplier of silicon 
wafers, will use a completely new 
production technology. It will 
enable larger wafers with a 
diameter of 300mm instead of 
the present 200mm to be pro- 
cessed, increasing the size of chip 
production runs by 250% and 
cutting costs by nearly a third. 


PLANS CALL for the facility, 
which includes a clean room area 
of 10,800sq.m., to switch soon 
from making 16-megabit chips to 


Worldwide demand for microelectronic products 


percentage shares 





creating a greater need for 
microchips. World demand is 
expected to grow on average by 
14% in each of the next four 
years, boosting annual sales to 
$265 billion. 


GIVEN ITS FLOURISHING soft- 
ware industry, the United 
States, already the leading sup- 
plier of more complex logic chips 
- microprocessors, microcon- 
trollers and application-specific 
integrated circuits — will further 
expand its position. By contrast, 
Japan will feel the mounting 
competition from South-East 
Asia. Stronger growth is expect- 
ed in Europe, which is home to a 
broad range of industries using 
microchips. Indeed, Europe is a 
leader in application-specific 
chips for telecommunications 
and automotive electronics, as 
well as chip cards, but the EU's 
production capacity in these 
areas is limited. And this is 
where the Dresden facility 
comes in. 


the new generation of 64-megabit 
chips. What is more, the plant 
will focus on the production of 
logic chips, which are expected to 
show the highest growth rates in 
the years ahead. Last but not 
least, Dresden's state-of-the-art 
chip factory is also a model in 
environmental terms. 


THE PLANT will undoubtedly 
boost employment locally. At 
present, it has a staff of 2,600 but 
as more and more supplier firms 
are setting up in the region, 
around 10,000 new jobs should be 
created over the medium term. 
Five years from now, Dresden's 
"Silicon Valley" could well be gen- 
erating between 5% and 10% of 
the state of Saxony's GDP. 
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Blue-chip blues 


KUALA LUMPUR, NEW YORK, PARIS AND SAO PAULO 


Emerging- 
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market turmoil has turned upside down the assumptions of many 


of the world’s multinationals. How should they adapt? 


FTER the oil shocks of the 1970s, it be- 
came fashionable for big companies 
to employ scenario planners who would 
ask “what if?" questions (usually “What do 
we do if there is another oil shock?"). With 
calmer times and markets opening to mul- 
tinational firms across the world, such 
macro trend-spotting fell out of favour: the 
few planners who survived the 1980s were 
re-engineered out soon afterwards. Now 
they may stage a comeback. 

For many firms the past year has 
seen the worst scenario plan come 
gruesomely to life: what happens if 
your sales in Asia crumble, Russia 
collapses and commodity prices 
slump. Oh, and share prices dive, so 
your normal “I-can’t-think-of any- 
thing-else" strategy, buying back 
shares, no longer looks wise. 

So far there is a beguiling appear- 
ance of normality: factories are be- 
ing finished in Thailand, deals con- 
cluded in Azerbaijan and share- 
option schemes haggled over in New 
York Western Europe is growing, 
America still doing well In the 
meantime the red ink keeps seeping 
in. Most blue-chip firms are aware 
that they hit something some 
months ago, but as on the Titanic, 
the band is playing on. 

Yet anxiety is starting to take 
hold. Shares in Philips fell by a sixth 
after the Dutch electronics giant re- 
vealed that it expected profits to be 
flat this year. Alcatel's shares fell 389 
in a single day after it gave warning 
about orders of telecoms equipment 
in Asia and Russia. Fiat has issued a 
profits warning, citing difficulties in 
Brazil. Royal Dutch/Shell has an- 
nounced the closure of its London 
base and national headquarters in 
France, Germany and the Nether- 
lands. Gillette’s shares have fallen 
40% in the past few months as inves- 
tors have recalculated how many of 
its new Mach3 razors will be sold. 
Nike has announced job cuts and, 
horrors, shrunk the size of its swoosh 
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logo. Many of the blue-chip names that 
have long outperformed the stockmarket 
now find their “global” character is being 
held against them (see chart). 


Abroad is bloody 


Such reactions might seem overdone. Asia 
was blamed for the 1.5% decline in Ameri- 
can corporate profits in the second quarter 
(the first year-on-year fall in a decade). But 
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Share prices, local currencies 


the bigger companies in the sap 500 Index 
still managed to increase profits by 1.5%. 
True, most big blue-chip firms have been 
increasing foreign sales: 57% of Toyota's 
sales were abroad in its most recent fiscal 
year, against 43% in 1994; at General Elec- 
tric the share has risen from 35% to 42%. 
Nevertheless, emerging markets rarely ac- 
count for more than 15% of a multination- 
al’s profits. 

On the other hand South-East Asia, Rus- 
sia and Latin America had all been ex- 
pected to produce a higher share of multi- 
nationals’ future profit growth—as the 
firms themselves have long emphasised. 
All those annual reports showing Thai chil- 
dren wolfing down western ice cream and 
Russians gazing lovingly at western ciga- 
rettes have come back to haunt them. 

So what can the blue chips do? Some 
are drawing on past experience. Gillette 
points out that “we have been 
through this before in Latin Amer- 
ica"—though presumably not Latin 
America, Russia and East Asia all at 
once. Avon Products' Asian manag- 
ers at first assumed that they were 
facing a short-lived difficulty. A sem- 
inar last year given by a team of col- 
leagues from Latin America per- 
suaded them otherwise. The 
company began to cut costs and— 
crucially—lowered its budgets and 
forecasts. As a result, although sales 
have fallen, Joe Ferreira, who is 
Avon's regional president, says that 
the firm's staff are still motivated, be- 
cause they are beating their new, 
lower targets. 

Everywhere one sees the sad sight 
of ambitions being scaled back. 
Things are probably toughest in Rus- 
sia. ABB, a Swiss-Swedish engineer- 
ing firm that is one of the biggest for- 
eign investors in Russia, has just 
announced an order worth $100m 
to supply two turbines to Gazprom. 
But ABB's boss, Goran Lindahl, has 
also stressed that his firm will trim 
its operations in Russia until the cri- 
sis 1S over. 

Latin America and Asia offer a 
more mixed picture. Enron, an Am- 
erican energy firm that has invested 
$2 billion in Brazil over the past five 
years, is now pausing. On September 
17th it failed to bid at the privatisa- 
tion ofa Sao Paulo electricity distrib- 
utor. General Motors's planned new 
assembly plant in Thailand will be 
smaller (40,000 vehicles a year 
rather than 100,000) and come on 
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line later than planned. In 
Shanghai, however, it is bring- 
ing forward production. 

These may be just the first 
steps in a reallocation of capi- 
tal. Few multinationals can ig- 
nore markets as big as China 
and Brazil. But several smaller 
Asian countries may well get 
the cold shoulder. Investment 
banks have already begun to 
pull people out of such coun- 
tries as South Korea, Thailand, 
Vietnam and Indonesia (there 
is a disturbing shortage of 
doubles partners in Hong Kong). Factories 
cannot be moved as quickly as stockbro- 
kers, but the chances are that manufactur- 
ers will be next to cut back. 

However, because companies have 
global production networks, the pain is no 
longer only regional. Motorola, for in- 
stance, blames the slump in Asia for its de- 
cision to stop work on a $3 billion chip fac- 
tory in Virginia. Even before Asia’s recent 
economic turmoil, there was overcapacity 
in much of manufacturing. 

There are inevitably some silver linings 
amid the general gloom. Few big compa- 
nies (outside the oil industry) moan about 
the collapse in commodity prices. Others 
think that choosier (or poorer) consumers 
in emerging markets will play into their 
hands. Carrefour, a French hypermarket 
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chain, claims to be the cheapest grocer in 
the barrio in Latin America. In Brazil, Ar- 
gentina, Chile and Colombia, it is opening 
stores. But as Carrefour’s boss, Daniel Ber- 
nard has observed, there are crises and cri- 
ses—and the one in Asia is particularly 
nasty. Carrefour has postponed its plans to 
open its eighth shop in Thailand. 

In theory the biggest silver lining 
should be the chance to buy local compa- 
nies cheaply. Money is still pouring into 
buying Brazilian firms. In Asia, some mul- 
tinationals, such as General Electric’s GE 
Capital, have pounced on easy prey. But 
others, including Ford, which recently gave 
up its attempt to buy Kia, a South Korean 
car maker, have been rebuffed. Even when 
companies and politicians are ready to sell, 
multinationals complain about a lack of 





Lights, camera, cut 


ing PolyGram Filmed Entertainment 
is drawing to a close—and it does not 
look like having a happy ending. The 
nearest thing that Europe has to a movie 
studio will probably be broken up. 

This will dismay European govern- 
ments. When, earlier this year, Philips 
sold its PolyGram music-and-films sub- 
sidiary for $10.6 billion, Seagram, the Ca- 
nadian conglomerate that bought the 
company, made clear that it did not 
_ want the films business. The European 
Union was at once up in arms. PFE, 
which has never made a profit, and cost 
Philips $1.2 billion over five years, was 
popular with culture ministers. 

It had had some runaway hits, such 
. as “Four Weddings and a Funeral” and 
| “Bean”, so the Europeans hoped it would 

combat the American programming that 
has proliferated along with multiplex 


qu long-running drama surround- 
| 





cinemas and pay-television. Fearing that 

| PFE might fall into American hands, the 

EU lobbied for some big European me- 
dia or telecoms company to take it over. 

In the first stage of bidding, which en- 

| titled entrants to see the books, ten firms 


expressed an interest, including France’s 
Canal Plus, Britain’s Carlton Communi- 
cations (a television company) and EMI 
(a record company that was once in the 
film business). But detailed scrutiny has 
evidently put bidders off. Last week EMI, 
thought to be the likeliest buyer, 
dropped out. When Seagram put PFE on 
the market, it was hoping to get $1 bil- 
lion; since then, the estimates have been 
sliding, first below $750m, and more re- 
cently towards the $500m mark. 

Seagram seems to have decided that, 
at these sorts of prices, PFE would be 
worth more in pieces than in one lump. 
Its library could probably fetch at least 
$350m on its own. Beyond that, Sea- 
gram’s American studio, Universal, will 
take its pick of projects under develop- 
ment, and sell the rest piecemeal. The 
plum, which Universal will keep, is pro- 
visionally entitled “The Notting Hill 
Project”, a sequel to “Four Weddings and 
a Funeral”. Universal reckons it will 
gross $250m with no difficulty. Thus, un- 
less a last-minute saviour emerges, the 
curtain will fall on Europe’s last venture 
into the studio business. 
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transparency: target compa- 
nies are unwilling to open up 
their books. 

In the longer term, a de- 
bate has begun about what ex- 
actly a multinational should 
do. Where firms are confident 
of what they are buying, they 
have seized on the fracas to es- 
tablish greater control of their 
empires. Nestlé has bought 
out its local partners in South 
Korea and in the Philippines, 
where its business operated as 
a joint venture with San Mi- 
guel. In China, several large multination- 
als, which now think they understand the 
market, would love to jettison joint-venture 
partners, whose political contacts may 
have been useful in setting up the factories, 
but whose operational talents are often 
minimal—if not downright criminal. 


Multiwhatnot 


Others argue the opposite. In “The Trillion 
Dollar Enterprise”, a new book, Cyrus 
Freidheim argues that individual global 
companies are increasingly hitting walls— 
hostile governments, changing consumer 
tastes, a lack of relevant skills, even the 
sheer expense of some projects. Alliances, 
he argues, are not only a safer way to go, but 
also a more effective means of spanning the 
globe. This week saw announcements of a 
huge *oneworld" alliance between several 
of the world's biggest airlines (see page 76) 
and of an oil “summit” that will bring to- 
gether all the big energy firms. 

Collaboration may indeed be one an- 
swer. But it is not clear that multinationals 
have in fact put as much effort into being 
"global" as they like to pretend. One writer 
on strategy, Henry Mintzberg of McGill 
University, argues that few firms are as mul- 
tinational today as Singer was 100 years 
ago (the American sewing machine firm 
was badly mauled by the Russian revolu- 
tion). Even Shell, Mr Mintzberg's nominee 
for the most global firm, has à less interna- 
tional board than the Red Cross. And all 
multinationals are still bad at adopting 
ideas that come from outside their home 
markets. Interestingly, McDonald's, which 
has more dots on the map than most, has 
just begun a campaign to take the burger 
giant beyond "mere globalisation" to a 
level of integration that it prefers to call 
"global realisation". 

More such buzzwords are inevitable as 
the soul-searching continues. And all those 
scenario planners may return, albeit in a 
different guise. Mr Freidheim urges his cli- 
ents to play “war games", assuming differ- 
ent roles to work out what they would do in 
a range of situations. The idea looks good. 
The name is not: so far, war is about the 
only pestilence blue chips have avoided. 
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A Jarm would never become a reality 
for tbis family witbout tbe irrigation system; 


the irrigation system would never become a reality 
witbout electricity; 


electricity migbt never become a reality 
if not for tbe engineers of ABB. 
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When electric current begins flowing into the coastal region 
of northern Peru, some of the local people may think it’s nothing short of a miracle 
Perhaps they won't be far wrong. 

The Peruvian Energy Commission had been trying to bring power 

to this remote region for a long time. And they knew all too well the myriad problems 

inherent in a project of this magnitude 
Fortunately, the local firm heading the project, Aguaytia Energia del Peru SRL, 
found a company that could help provide an ingenious solution 
to this energy challenge: ABB 
Its a solution that will utilize natural gas located east of the Andes. 
The gas will be pumped from the fields. processed,then piped to a 155 megawatt power plant 
Electricity from the plant will then be sent via a 400 kilometre power 
transmission linc across the Andes to the coast. thereby supplying the area with the 
much needed energy from Peruvian resources 
It's the kind of solution only a team of dedicated individuals 
with multi-cultural perspectives, multi-disciplinary expertise and global 
and local orientation working together could create 
And, if for one particular group of Peruvian farmers. 


ABB's ingenious engineering qualifies as a miracle, that's OK with us 


INGENUITY AT WORK ABB 





Visit the ABB World Wide Web site at http://www.abb.com 
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The poer to create value 








VEBA is a German multi-business company active in electricity, chemicals, oil, 


distribution/logistics, real-estate management and telecommunications. In 1997, we 


achieved $46 billion in sales. 


Enhancing shareholder value over the long term is our sole objective. 


At VEBA we're continuing to improve our portfolio, giving it just the right cut. 


This is why the VEBA Group has been realigning all its business fields this 


past year—a process which will be nearly complete in the first half of 1999. 


We will intensify our efforts to focus on businesses that offer prospects for 


sustainable growth. At the end of this phase, the VEBA Group will be more profitable than 
before. 


THE RIGHT CUT CREATES VALUE. 





I[ such an outlook appeals to you, visit www.veba.com or call 1-800- 


8522-0000. Or you can fax us at ++49-211-4579-532. 
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MCI WorldCom 


Target practice 


FAIRFAX, VIRGINIA 


It is nearly a 
shut-out bid 


é€ EVE sure had plenty of time to 

plan how we're going to do this," 
John Sidgmore growls in his modest office 
in suburban Fairfax, near Washington, DC. 
Old Woodstock and Jimi Hendrix posters, 
and the electric guitar propped next to the 
desk of WorldCom's number two, hint at a 
sort of iconoclasm. But the whiteboard cov- 
ered in organograms and flow-charts is 
probably more telling. For WorldCom is no 
longer the industry's angry young man. Just 
a week ago, on September 14th, final ap- 
proval had come from the Federal Commu- 
nications Commission for its $37 billion 
merger with MCI. By their own timetable, 
Mr Sidgmore and his colleagues have only 
90 days left to create what they call a "sin- 
gular organisation". 

The task for Mr Sidgmore and the fam- 
ously lean WorldCom management, led by 
Bernie Ebbers, a former hotelier, is to prove 
they are more than deal-makers. Having 
successfully bid for MCI 11 months ago, they 
have 75,000 employees and revenues for 
1999 forecast at $35 billion. They must 
achieve a merger with a bigger, more con- 
servative company; by 2002 they want cost 
savings of at least $5.6 billion a year; they 
hope to turn WorldCom into a genuinely 
global telecoms firm. All this while losing 
none of the energy and agility that got the 
firm there in the first place. It is a tall order. 

Since its birth 15 years ago, WorldCom, 
based in Jackson, Mississippi, has grown at 
helter-skelter pace by buying smaller 
telecoms rivals that had the networks or 
technologies it needed. However, as Mr 
Sidgmore is keen to point out, WorldCom 
has always acquired firms that have added 
new dimensions to the business. WilTel, 
bought in 1994, brought network services; 
IDB Communications took WorldCom 
into international markets; the $12.5 bil- 
lion paid for MFs and its subsidiary UUNet 
two years ago opened up local access in a 
number of cities and gave the company its 
first large Internet presence. 

WorldCom has doggedly followed five 
principles. It has gone for markets that have 
the fastest growth. It has always hit its fi- 
nancial targets—with much of the credit go- 
ing to Scott Sullivan, chief financial officer. 
Ithas one of the lowest cost structures in the 
industry. It has bought only the best assets, 
even if it has paid top dollar for them. And 
it has sought end-to-end ownership of the 
network. Alliances are for wimps. 

Mr Ebbers is a master of strategic shop- 
ping. On the back of a growing reputation 
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since WorldCom shook the telecoms establishment with a 
r MCI. At last it has its hands on the prize. Who's next? 


on Wall Street, he has used his shares to pay 
prices for companies that others balked 
at—only to confound his critics. To an ex- 
tent, MCI fits the pattern of the past. It adds 
a dimension to the business, in this case a 
client list of large firms and residential 
long-distance customers, and it should ex- 
tract value from WorldCom’s other assets. 
Mr Ebbers has also paid more than anyone 
else would, albeit with WorldCom's own 
paper. But there the similarities end. 
Nearly all of WorldCom's previous pur- 
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Ebbers’ tide is flooding 


chases were entrepreneurial start-ups with 
a similar culture and outlook to its own. 
MCI, despite its origins as a challenger in 
the early 1970s, is now part of the telecoms 
establishment. More than three-quarters of 
MCr's $20 billion of revenues in 1997 came 
from voice services carried over an ageing 
circuit-switched network. Those revenues 
are slow-growing, and are vulnerable if 
long-distance newcomers such as Qwest 
and Level 3 enter the residential market. 
Thanks to high-capacity fibre and packet- 
switching technology, their network eco- 
nomics are of a different world. 

Instead of investing in its network, MCI 
has spent billions trying to penetrate local 
markets, only to be blocked by regulatory 
counterplays by the Baby Bells. It has also 
blown capital on what has so far proved the 
technological blind alley of video-on-de- 
mand. To begin with, at least, about 65% of 
the new mci WorldCom's revenues will 
rely on using yesterday's technology in a 
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horribly competitive American long-dis- 
tance voice market. Bringing MCTS net- 
works up to date will cost a lot of money. 

Whatever Mci's problems, however, 
WorldCom has bought a top-notch brand. 
The firm has always been a strong mar- 
keter. The deal will also bring customers 
from big companies and in the residential 
market, where WorldCom has been weak, 
as wellasa large, well-honed sales force that 
overlaps little with its own. 

Mr Sidgmore thinks WorldCom and 
MCI can merge networks fairly easily, 
thanks to their similar underlying design. 
WorldCom will continue to invest heavily 
in the high-capacity fibre needed to carry 
vast amounts of data at high speed to busi- 
nesses, in its Internet backbone and in its 
international network—all high-growth ar- 
eas that are unaffected by regulatory uncer- 
tainty. By perhaps 2003-04, the circuit- 
switched network will simply be written 
off and remaining voice calls (by then 
about 2% of the total traffic) moved to the 
data-centric packet-switched network. 

Some critics, such as Forrester Research, 
based in Boston, question WorldCom’s ver- 
tically integrated approach, arguing that 
telecoms companies of the future will com- 
pete in horizontal “layers” that specialise 
in infrastructure, services and applications. 
But there are few doubters on Wall Street, 
where the message is relentlessly upbeat. 
Dan Reingold, of Merrill Lynch, points to 
the cultural difficulties of a renegade be- 
coming a firm “with a greater vested inter- 
est in industry stability”. But that is about as 
negative as any analyst gets. 

What excites the financiers is the way 
that all of WorldCom's pieces neatly cover 
almost every market segment. With a quar- 
ter of the American long-distance market, it 
is the second-largest domestic carrier. With 
its focus on the corporate market and Mcr's 
outsourcing subsidiary, MCI Systemhouse, 
WorldCom will be able to bundle together 
local, long-distance and Internet services. 
With Mcr's brand, it has a presence in the 
consumer market. And uuNet is one of the 
largest Internet providers, with revenues of 
$2 billion that are growing by 70% a year. 
MFS gives it local access in over 100 busi- 
ness markets in America, while its newly 
opened pan-European fibre network links 
cities across the continent. 

Using its own networks, WorldCom 
can offer a complete package of voice and 
data services in 17 countries. With a single 
point of contact, the firm can give business 
customers what it calls *local-to-global-to- 
local" service. The only gap is the lack ofany 
wireless service. Hence the speculation that 
Mr Ebbers next acquisition could be 
AirTouch, America's biggest mobile oper- 
ator, a snip at around $40 billion. 

Will Mr Ebbers be able to go on buying 
firms that catch his highly focused eye? You 
might have thought that, slowed by MCI, 
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with a demanding capital investment pro- 
gramme to meet and a jittery stockmarket, 
those days might be over. Yet WorldCom 
has escaped recent turmoil unscathed: its 
share price of $51 is only a shade off its all- 
time high. Most analysts reckon the firm 
can manage 20% annual revenue growth, 
and have a 12-month share-price target of 
around $70. And if Wall Street keeps giving 
Mr Ebbers the bullets . . . 





Airline alliances 


Mergers in mind 


VER since the first. propeller-driven 

stratocruisers circled the globe, the pat- 
tern of international aviation has been fro- 
zen in the grip of inter-governmental regu- 
lation and state ownership. For some time, 
a thaw has been under way; now the whole 
ice-cap is melting and the industry is re- 
forming in a different pattern. 

A big chunk broke off this week with the 
launch of a five-airline alliance known as 
“oneworld”, featuring British Airways, 
American Airlines, Qantas, Canadian Air- 
lines and Cathay Pacific. Although the im- 
mediate difference is only to add Cathay to 
an existing club, it symbolises a more fun- 
damental shift in aviation. 

All told, there are now over 500 alliance 
deals between individual airlines. Yet the 
big change is not the accelerating number, 
but the nature of the deals. No longer are 
alliances mere loose arrangements be- 
tween a couple of carriers to share flight 
codes and cross-sell tickets. Now they are 
aiming at virtual mergers, despite national 
rules forbidding foreign ownership. 

As the chart shows, the international 
airline business is coalescing into four 
large groups (airlines close to an alliance or 
expected soon to join have been lumped in 
as well). All those airlines not about to enter 
this first division will struggle to seek pro- 
motion, or risk being sidelined. At the mo- 
ment the oneworld gang of five can do little 
more than code-sharing (where airlines sell 
seats on each other's flights) and joint mar- 
keting. But the virtual merger of BA and AA, 
still awaiting regulatory approval, will be- 
come a virtual merger of all five if regula- 
tors allow. Moreover, there is a second tier 
of European airlines that could become full 
members of this club, such as Iberia. 

Fusion is further ahead in the Star Alli- 
ance (led by Lufthansa, United Airlines and 
SAS). They are merging their sales effort, 
with, for instance, a joint Star sales office in 
London. The Kr M-Northwest partnership 
is doing the same, with Northwest han- 
dling all customers in America and KLM 
those in Europe. Once airlines start to pool 
their customers like this they are moving 
beyond fickle code-sharing deals: they be- 
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come inseparable and learn to ex- 
pand together. Next month the Star 
partners meet for a summit in Rio to 
discuss the membership of a dozen 
or more small regional airlines, 
which would act as feeders. 

In organisational terms, these al- 
liances are second-best to mergers or 
takeovers. Star has no fewer than 24 
committees to sort out such matters 
as “network connectivity”, purchas- 
ing and customer relations. Chair- 
manships have been spread around 
to keep everyone happy. For those in- 
volved it makes even Airbus Industrie seem 
a model of industrial efficiency. 

But for outsiders such as Air France or 
Richard Branson's Virgin Atlantic, the issue 
could be survival itself. Mr Branson wants 
to share in the frequent-flier programmes 
run by alliances such as oneworld and to 


RPKs* of emerging alliances, % of total — 








Sources: IATA; Paribas Figures 1997 or latest 


limit their ability to exclude him from the 
corporate deals that are the lucrative heart 
of airline business (companies like the idea 
of securing discounts to hundreds of des- 
tinations in a single deal) Unless the regu- 
lators open the door for him, he could be 
marginalised in the new world of alliances. 





Domestic services 
Homework 


NEW YORK 


Relax, put your feet up—and let someone else take care of the household chores 


OU need never have to wait in for a 
plumber or an electrician again. Les- 
Concierges, a personal-services company 
based in San Francisco, will send some- 
body to sit at home in your stead. It will also 
plan your holiday, arrange a babysitter, 
move house for you, take your cat to the vet 
and find an Elvis impersonator for your 
party. From November 1st KPMG, an ac- 
counting firm, will give all its 23,000 Amer- 
ican employees this service. The firm sees it 
as a useful perk in a tight labour market; 
and a way to get employees to spend their 
day actually working. Other firms that use 
LesConcierges include Microsoft, Texas In- 
struments, Lockheed Martin and Netscape. 
The rich and powerful have got other 
people to do their chores since the days of 
slavery. Thanks to washing machines, su- 
permarkets and the rest, almost everybody 
spends less time on housework than did 
their parents or grandparents. According to 
the “Americans’ Use of Time Project”, a na- 
tional census directed by John Robinson, 
of the University of Maryland, the time 
spent on housework, child care and shop- 
ping has dropped from over 27 hours a 
week in 1965 to around 22 in 1995. 
Housework is now shifting again, as 
paid labour replaces unpaid. Changing at- 
titudes to work and leisure and new tech- 
nology are helping to commercialise 
chores that people used to entrust only to 
their families. On some measures, domes- 
tic services have been the fastest-growing 
industry in America and Britain lately. 
Even if their economies drift into recession, 


the growth is likely only to slow, not re- 
verse: the industry reckons it is selling less a 
luxury than greater efficiency. 


Ms Mopp Inc 

Feeding the family is a good example. Last 
year, for the first time, Americans spent 
more eating out than at home. And while 
most people still shop in a supermarket, 
they are increasingly looking for "meal so- 
lutions"—convenience food, not ingredi- 
ents. In Britain, Marks and Spencer has 
made a success with its ready-to-eat chicken 
tikka masalas. Other chains are following 
its example. J. Sainsbury, the second-big- 
dest, even sells peeled oranges for those 
who want to save their fingernails. 

Shoppers can now avoid stores alto- 
gether. Sainsbury has increasingly been ac- 
cepting delivery orders by fax, telephone or 
the Internet. Tesco is experimenting with 
Tesco Direct, an online service around Lon- 
don. Firms such as PeaPod and NetGrocer 
are doing the same in America. Online 
shopping has, however, been held back by 
the extra cost of delivery—NetGrocer, for ex- 
ample, uses Federal Express to deliver dry 
goods such as cereal. Few companies have 
worked out how to make receiving goods as 
convenient as ordering them. 

Streamline, a direct-shopping firm serv- 
ing Boston, takes a different approach. For 
$30 a month, it places a refrigerator, freezer 
and shelves in a customer's garage or base- 
ment. Using an electronic keypad, its staff 
can get in to deliver shopping once a week 
atatime that suits Streamline, without any- 
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one having to stay at home. 

Streamline has also taken the thinking 
out of shopping. On its website, customers 
can create a list of "don't run outs" (DROS), 
such as toilet paper and orange juice, which 
are automatically replenished. They can 
also receive relevant advertisements (see 
box) and compare the nutritional value of 
foods at a mouse-click—something that 
would take ages in a supermarket. 

America’s pet day-care companies also 
sell convenience. Doug Johnston, of Salo- 
mon Smith Barney, takes Baci, his minia- 
ture Doberman, to the Wagging Tail in 
Greenwich Village, New York. “He hangs 
out with his friends and has a good time,” 
says Mr Johnston. When Baci gets home he 
is too exhausted to need an evening walk. 
The Wagging Tail plays classical music to 
its four-legged charges, and will even hold 
birthday parties for them. 

People want a simpler life too. As well 
as delivering food, Streamline can pick up 
and return dry cleaning and videos, post 
letters, and develop camera film. It delivers 
firewood in the winter, collects deposits on 
empty bottles and offers monthly menus of 
prepared meals and recipes. “Like busi- 
nesses, families are rationalising the num- 
ber of relationships with their suppliers,” 
says Frank Britt, head of Streamline’s mar- 
keting. “People are asking for single billing, 
single delivery, single content.” 

This “domestic outsourcing” appeals to 
the growing number of affluent profes- 
sionals, especially women, who seem to be 
working longer hours in their offices. But 


even the less affluent who work 
shorter hours may find it attractive. 
Because today's jobs are more de- 
manding of brainpower, people 
seem less willing to spend time do- 
ing mundane tasks. According to 
Geoffrey Godbey, who helped write 
the Americans' Use of Time Project, 
"Home-making has become de- 
skilled—unless you are a gourmet 
chef, who wants to cook every day?" 
Given willing customers and 
new technology, the real question 
may indeed be why these kinds of 
domestic services are not already 
more widespread. One constraint is 
trust. Kathleen Seiders, a marketing 
professor at Babson College, Welles- 
ley, argues that although people are 
comfortable with a stranger mowing 
their lawn, they are far more wary 
about who chooses their seafood or 
takes their children to school. 
Because the industry's aim is to reduce 
the hassle in its customers’ lives, these com- 
panies must get their customer service ab- 
solutely right. That is why Streamline has 
decided to expand only slowly—five years 
after it was founded it has just 1,500 cus- 
tomers, all within the Boston area. So far 
the results are good. The trouble is that it is 
expensive to build this type of complete ser- 
vice— particularly because it takes time to 
achieve economies of scale. Despite around 
$20m raised from backers, including Intel, 
GE Capital and PaineWebber, a steady 
stream of losses has left the company with 
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only six months of cash reserves. Stream- 
line admits that to expand to other cities 
and take its system nationwide, it may 
need a stockmarket flotation or a partner- 
ship, possibly with a large retailer. 

Another concern is the possible eco- 
nomic downturn. Although the industry 
likes to emphasise its convenience, some 
people may see domestic outsourcing as 
one ofthe first luxuries to go when times get 
hard. After all, in America, at least, most 
people seem to use the free time they gain 
to watch even more television. 








Caught in the Net 


OR all the buzz about Internet ad- 

vertising, online commercials are the 
high-tech equivalent of junk mail. A sur- 
vey last month of 1,000 Americans by 
FreeRide, an Internet marketing group, 
found that only 1% of web surfers click on 
banner ads, only half the success rate of 
random postal marketing. 

Until now, this has deterred all but a 
few computer companies, such as Dell 
and 1BM, from spending much on Inter- 
net advertising. Procter & Gamble (Pac), 
for instance, spent just $3m of last year's 
$3 billion advertising budget on the Web. 

But this is starting to change. P&G, 
which recently set up a 15-strong interac- 
tive marketing team, last month was the 
host of an Internet conference for such 
American consumer brands as Coca-Cola 
and Levi Strauss. In July Unilever, P&G's 
chief European competitor, joined 
. Microsoft and America Online to explore 
| advertising on the Web. These firms rec- 
ognise that, if done right, the Internet of- 
fers something television does not: global 





reach and cheap direct sales. 

The secret is not just to throw money 
at the Web, but to target advertising 
closely—as these same firms already do 
with conventional direct mail. Indeed 
precision is already possible on the Inter- 
net, given the right combination of mar- 
keting and technology. 

Streamline, a direct shopping firm 
based near Boston, is launching just such 
a system with the help of Intel. The clever 
part lies in how it targets the ads. A con- 
sumer browsing Streamline's virtual su- 
permarket for popcorn, for example, may 
see an ad for a John Travolta film, which 
can be rented from Blockbuster Video, a 
Streamline partner. The firm's system 
"knows" that popcorn eaters may be in 
the mood for a movie. Its database may 
also record that this customer is a John 
Travolta fan, often rents videos and has 
not yet seen this one. 

In the same way, Gillette's commer- 
cial for its Mach3 razor is most likely to 
appear as part of Streamline's "try this 


too" programme only when someone is 
browsing a selection of after-shaves or de- 
odorants; or to shoppers looking at toilet- 
ries—but only if their households contain 
men over 18 years. This approach pro- 
duces response rates of up to 15%—a vast 
improvement on the 2% of conventional 
direct ads. 

Streamline will also know if an ad 
leads to sales—invaluable for advertisers 
who question the effectiveness of costly 
television and print campaigns. Greg 
Kaplan, its director of interactive market- 
ing, is using customers who browse deter- 
gents to test advertisements for Dryel, 
P&G's new home dry-cleaning product. 

Streamline's system has another at- 
traction too. It combines real-time in- 
formation from the Internet with ads 
stored on a CD-Rom, so that customers 
can be regaled with tantalising images far 
too complex to be sent down a normal In- 
ternet connection. Gillette is testing an ad 
where shoppers can rotate a 3-D image of 
its new Mach3 razor. P&G has created a | 
"training video" for consumers who are 
sceptical about dry-cleaning at home. In 
other words, a better class of junk. 
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Millennium's bugs 


Mark Levin is an engineer. That makes him ideally qualified 
to be a successful biotechnology entrepreneur 


N BIOTECH circles, Mark Levin is known 
for vision, leadership and a shoe collec- 
tion worthy of Imelda Marcos. He is said to 
have at least 50 pairs, in a variety of colours, 
styles and patterns. If only everything Mr 
Levin did was as extravagant, the leading 
practitioner of biotechnology might be bet- 
ter known. But he is an understated and 
meticulous man, and his firm, Millennium 
Pharmaceuticals, may be the industry's best- 
kept secret. 

On September 23rd that changed a bit, 
when Mr Levin signed the biggest biotech al- 
liance in history—a $465m agreement with 
Bayer, a German drug firm. For its money, 
Bayer will receive a 14% stake in Millen- 
nium, and help in finding promising mole- 
cules that might lead to new drugs to fight 
cardiovascular disease, cancer, osteoporosis, 
pain and other common ailments. 

Mr Levin founded Millennium in Cambridge, Massachu- 
setts in 1993, and it has grown from a team of 30 researchers to a 
firm with more than 600 of the best and brightest scientists, 


, managers and technicians. In a notoriously unprofitable indus- 


try, Millennium is one of the few start-ups to break even by the 
end of its first five years in business. The company has raised 
almost $1 billion to date, although it is at least a year away from 
getting its first drug candidate into the clinic. Unusually, less 
than a tenth of this money has come from the stockmarket. The 
rest has been garnered from payments for research and develop- 
ment through alliances with pharmaceutical firms, such as Eli 
Lilly, Roche and Monsanto, a life-science powerhouse. 

But Mr Levin drives a hard bargain. As in almost all its other 
partnerships with drug companies, the deal with Bayer gives 
Millennium the right to use anything it finds to develop drugs 
for diseases not explicitly covered by its contract. This could one 
day prove lucrative. Many other biotech firms, increasingly des- 
perate for cash as investors have shied away from their shares, 
have queued up to do deals with the pharmaceutical industry at 
almost any price. Mr Levin, though, has been able to dictate his 
own terms. Uniquely among biotechnologists, he seems to have 
mastered the art of having his cake and eating it. 


The drug on platform one 


Except that Mr Levin is not really a biotechnologist at all: he is a 
chemical engineer. He has worked in process control for compa- 
nies as varied as Miller Brewing and 
Genentech, a firm of biotech pioneers. 
Whereas biologists tend to see biotech as 
the search for a compound, Mr Levin 
thinks of it as a complex production pro- 
cess. While they concentrate on the bio, he 
also thinks hard about the technology. 
Mr Levin focuses on trying to make 
each link in the discovery chain as effi- 
cient as possible. He has assembled an 
impressive array of technologies—includ- 
ing robotics and information systems as 
well as molecular biology. He then en- 
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hances them and links them together in 
novel ways to create what the engineer in 
him likes to call “technology platforms". The 
idea is that these platforms should help drug 
searchers to travel rapidly on their long and 
tortuous journey from gene to treatment. Mr 
Levin's goal is to boost the productivity of 
drug discovery by 50%, which would lead to 
many more new drugs coming on to the 
market each year. 

Large pharmaceutical firms have neither 
the corporate culture nor the hands-on ex- 
pertise to attempt this work. That is why they 
have sought out Millennium, paying the 
company a tidy $30m-40m a year for its 
platform. One of the most enthusiastic was 
Monsanto, which is giving the company 
$200m over five years—and has already set 
up a new subsidiary to use Millennium's 
technologies to help genetically engineer 
crops and other agricultural products. 

So what is it about biotech that makes one of its most success- 
ful bosses a chemical engineer? Mr Levin is a generalist who has 
tried his hand at project management and marketing, and who 
also worked as a venture capitalist for seven years, starting and 
running five biotech companies, one of them Millennium. In- 
deed the obvious omission from his curriculum vitae is time 
spent getting his hands dirty at the laboratory bench. 

Perhaps that is a plus. A firm grounding in business is also 
certainly a strength. Mr Levin is as interested in finding a block- 
buster biotech product as any scientist—the platforms were de- 
veloped primarily for his own use—but he has had the nous to 
raise money by selling his expertise and tools wherever he can. 

And Mr Levin is prepared—keen, even—to use or buy other 
people's technology to help in the struggle to keep up to date. 
One observer has called him the *Mao Zedong" of biotech, a be- 
liever in continuous revolution in both technology and orga- 
nisation. Millennium has a dedicated team of “alliance-hunt- 
ers" who scour the world for new partnerships. It has started 
several new subsidiaries in the past two years, specialising in 
information technology, predictive (or diagnostic) medicine 
and biotherapeutics. Each has its own management, researchers 
and business strategy, which give the units an entrepreneurial 
edge. There is a steady flow of ideas, information and technology 
throughout the company. If all goes to plan, Mr Levin may well 
spin some of these off into public companies in their own right 
in the next two years. 

Nothing if not ambitious, Mr Levin 
now plans to take Millennium closer to 
real medical products, whose rights, roy- 
alties and up-front payments are more lu- 
crative. Some of its favourite compounds 
will even be developed as far as early- 
stage trials. This may not prove entirely 
comfortable. Even supposing it is not a 
step too far for the firm, Millennium may 
find that big pharmaceutical companies 
start to perceive that a chemical engineer 
can be more ofa rival than a friend. 
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Midland Offshore is the registered trading name for Midland Bank Offshore Limited (MBOL) MBOL principal place of business is Jersey. As at 31 December 1997. its paid up « 


apital and reserves were £78 26million. 
Copies of the latest audited accounts are available on request. Although income is paid free from tax offshore. it may be liable to tax 
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Your tax position will depend on your personal arcumstances and you may wish to seek guidance from your tax adviser. Please note. tax legislation and practice may change This advert does not constitute an invitation 
to buy or the solicitation of an offer to sell securities or make deposits in any jurisdiction to any person to whom it is unlawful to make such an offer or solicitation in such jurisdiction TC]/444/0/824 





Offshore banking isn't just for millionaires 


In fact all you need to open an offshore bank account is £1. For this small sum you can take advantage of the many 


benefits offshore banking provides. For example, by simply moving your UK savings to an offshore bank, you may be able 
to reduce your UK tax bill. 


To help you see if you could benefit from this, try answering the following questions: 
1. Will you be overseas for a FULL UK TAX YEAR? YES |] NO TI 
Eun 2. Do you have SAVINGS IN THE UK? YES O NO Q 
3. Do you have PROPERTY IN THE UK? YES CI ^ NO [3 
4. Do you have any INVESTMENTS IN THE UK? YES -CI NO Ga 


If you ticked 'yes' to the first two questions and one other, there's a good chance 
you may have a tax liability you could legally reduce by banking offshore. 


To find out more, contact Midland Offshore now, for a free copy of our brochure 
How to reduce your UK tax bill' and details of the many benefits Midland Offshore can provide. 


€ 
Midland Offshore 


Member HSBC Group 


Making your money work harder 
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— Learning isn’t a fuxury—it’ 5 part of the job ioi: Pitted 
| Technologies Corporation (UTC) is proving that with its innovative 
Employee Scholar Program. The program offers free tuition to any of 
UTC’s 180,000 worldwide employees, as well as paid time off for study 
and a graduation gift of company stock. The program's goal, says 
Chairman and CEO George David, is to provide UTC with *the best 
educated work force on the planet". 





With such a powerful commitment to learning, it's 
no surprise that UTC often turns to Darden for 
executive education. After all, we've carned the 
reputation of being a top business school. In 
1997, Business Week magazine ranked Darden's 
custom executive programs #2 in the world. 


So if you want to develop and lead a high- 
performance organization, and gain a tactical 
market advantage, do what UTC and many 
other successful global companies have done— 
join forces with Darden and make an impact! 


Each year Darden delivers over 100 executive education program ™ 
offerings to 4,000 executives and practicing managers from 500 
organizations worldwide. Most programs range from 1 to 2 wechs in duration. 


OPEN-ENROLLMENT PROGRAMS 

* General Management 
Leadership and Organizational Change 
Marketing and Sales 
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Finance George David 
Operations Chairman and CEO 
CUSTOM PROGRAMS United Technologies Corporation 


CONSORTIUM PROGRAMS (Darden MBA °67) 


/(804)-924-3000 
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FINANCE AND ECONOMICS 


Why risk is a four-letter word 


LONDON, MOSCOW, NEW YORK AND TOKYO 


Investors now see only risk where they once saw only juicy returns. The Fed is 
even having to rescue a hedge fund. Time to buy? 


USSIAN government bonds are now so 

cheap that, if the state made just a cou- 
ple ofinterest payments, an investor would 
recoup his money. Yet almost nobody is 
buying. In the past two months, the price of 
emerging countries’ government debt has 
plunged; their spreads—how much their 
yields exceed those on American Treasury 
bonds—are now as wide they 
were in the third-world debt 
crisis in the early 1980s. 

This is not merely a devel- 
oping-country phenomenon: 
investors have been dumping 
anything with the faintest 
whiff of risk. In the past two 
months, share prices have 
fallen sharply on Wall Street 
and in other rich-country 
markets. Spreads on Ameri- 
can high-yield corporate debt, 
or “junk bonds”, have risen 
from 375 to 600 basis points 
(hundredths of a percentage 
point) Much the same has 
happened to mortgage- 
backed securities and just 
about everything else. 

Suddenly, investors every- 
where are running awfully 
scared—and into financial 
safe havens. Their favourite 
hiding-place has been govern- 
mentbond markets in big, 
rich countries, where yields 
have fallen to record lows. 
Yields on Japanese ten-year 
government bonds are now so meagre, at 
1%, that it is a racing certainty that future 
academics will be wondering how it hap- 
pened. Has the world really become so 
risky? Or is this financial panic-attack creat- 
ing a wonderful buying opportunity for 
those with strong nerves? 

Certainly, the world is riskier than it 
was even two months ago. Russia's effective 
default on its debt has further destabilised 
an already unsteady nuclear power. It has 
demonstrated emphatically that investors 
cannot rely on the IMF to bail them out 
when they make bad loans to dodgy coun- 
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tries. Governments in developing countries 
are giving serious thought to imposing con- 
trols on the flow of capital. Malaysia has al- 
ready done so. Almost by the day, it seems, 
the costs of political dithering in Japan are 
becoming more acutely felt. The prospect of 
political paralysis has increased in Amer- 
ica; both its economy and that of Europe, 





No risk please, we're investors 


the only ones left in reasonable shape, seem 
to be slowing. 

Fears are growing of a global recession 
that would make lending to and investing 
in companies riskier and government 
bonds safer. Falling prices would increase 
the real value of bonds’ nominal interest 
rates. Recession would also hurt profit 
growth and thus the value of equities. All 
this might explain the recent tumble in 
share prices, although in America a fall was 
arguably long overdue because prices had 
been bid up to levels that made sense only 
to people flogging them. 


But the big question is not whether the 
world has got riskier but whether it is as 
risky as the doomsday scenarios currently 
implied by prices in financial markets. If its 
bond prices truly reflect reality, then Russia 
is abandoning capitalism, and heading off 
to join North Korea in the club of countries 
that do not play by the rest of the world’s 
rules. That is a possible, but improbable, 
scenario. There is no talk yet of repudiating 
Russia’s debt. In the rescheduling that now 
seems inevitable, bondholders will eventu- 
ally get something. Spreads on Venezuela’s 
government bonds recently implied a 
99.9% probability of default within two 
years. Yet its public finances are surely not 
that dismal in reality. 

Junk-bond prices in America have 
plunged recently without an increase in de- 
fault rates, points out Martin 
Fridson of Merrill Lynch, al- 
though slower earnings 
growth might soon trigger 
such an increase. Andrew 
Smithers, a British economist, 
reckons that long-term Japa- 
nese government bond yields 
are, in effect, forecasting price 
deflation in Japan of 3% per 
year for the next ten years. 
There is, of course, a chance of 
this, in Japan above all, but 
perhaps elsewhere too. But an 
alternative is that a bubble 
might have formed in govern- 
ment-bond prices in Japan 
and elsewhere, thanks to ex- 
treme aversion to risk among 
all classes of investor. If so, 
these investments may prove 
far from safe in practice. 

Some think that things 
have got a little out of hand. 
“Global risk premia have 
overshot,” reckons Jeffrey 
Weingarten, a strategist at 
Goldman Sachs. There are sev- 
eral reasons for this. For a 
start, many of the world’s biggest and 
cleverest investors, particularly hedge 
funds, have had their confidence shredded 
along with their capital. 

There is no cleverer firm than Long- 
Term Capital Management (LTCM), whose 
founders include Myron Scholes and Rob- 
ert Merton, joint winners of the Nobel 
prize for economics in 1997 for their theo- 
ries on how to price financial risk. Nor one 
more humbled: the firm has managed to 
lose most of the $4.8 billion of capital with 
which it started the year. On September 
23rd the Federal Reserve Bank of New York, 
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worried about possible knock-on effects 
should trcm have collapsed, started or- 
ganising a $3.5 billion rescue. Along with 
many other hedge funds, LTCM appears to 
have been let down by, ahem, its math- 
ematical models. 

Leverage has often made things worse. 
The biggest investors in emerging-market 
debt are hedge funds or proprietary-trad- 
ing arms of big investment banks that bor- 
row to boost their returns. But leverage cuts 
both ways: losses can mount distressingly 
fast. "When these markets move very fast 
we're quickly forced to get the heck out,” 
says Jan Loeys, a strategist at J.P. Morgan. 
And lots of people cutting losses at the 
same time has a snowball effect. This is ex- 
aggerated by the fact that lenders usually 
ask borrowers to stump up collateral—mar- 
gin in traders’ language—when positions 
sour. If they do not have the cash, investors 
are forced to sell whatever assets they can, 
pushing prices down further. 

This is exactly what happened when 
Russia called a moratorium on its foreign 
debt. Banks called for margin, forcing 
hedge funds to sell assets to raise the cash. 
Unfortunately bids evaporated, in part be- 
cause banks had their own positions to 
worry about, without taking on any more. 
Since the Russian bond market was by then 
almost moribund, many had to sell other 
bonds—Latin American, American junk, 
European corporate, whatever—whose 
yields therefore shot up (again, in part, be- 
cause banks were up to their eyeballs in 


Bond yields 


Dow Jones Industrial Average 





such credits already). 

Worse, credit lines to some banks and 
hedge funds have also been reduced be- 
cause of growing concern about their well- 
being—rumours sweeping Wall Street that 
Lehman Brothers was insolvent drew an of- 
ficial denial—and the fact that most banks’ 
capital has been shrinking fast, not least be- 
cause they have made exactly the same bad 
bets as those to whom they have lent. The 
value of many banks’ shares has tumbled, 
providing a powerful incentive to rein in 
risk-taking. 

All of which suggests that financial mar- 
kets have probably over-reacted; risks have 


not, in reality, increased that much. To ex- 
ploit the opportunities investors will, how- 
ever, need to mix courage with patience 
and deep pockets. Things might get worse 
before they get better. There is no wall of 
new money ready to rush in. Hedge-fund 
coffers are mostly empty—some may yet be 
forced to do a lot more selling to survive. 
Banks seem to be battening down the 
hatches in anticipation of further storms; 
big job cuts are being planned on Wall 
Street. Even Goldman Sachs, New York's 
most bullish firm, is likely to shelve its own 
flotation. Sometimes, however, fortune fa- 
vours the brave. 
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American interest rates 


To cut or not to cut 


WASHINGTON, DC 


At their meeting next week, America’s central bankers are widely expected to 
cut rates. In fact, the decision is finely balanced 


ROM Wall Street to Warsaw the world’s 
financial markets face a nail-biting day 
on September 29th when the Federal Open 
Market Committee—the policymaking arm 
of America’s central bank—meets to discuss 
interest rates. As global finance is buffeted 
by gales from emerging markets and by 
ever gloomier news from Japan, the com- 
mittee’s decision will have a huge impact. 
Yet the choice is an especially difficult 
one. America’s economy still seems buoy- 
ant enough, but global financial condi- 
tions are deteriorating fast. As panicked in- 
vestors flee emerging markets, the calls for 
an interest-rate cut to provide extra liquid- 
ity, boost confidence and stop the financial 
rot grow ever louder. Without action, 
doomsayers continue, America’s economy 
will eventually be dragged down too. 
Financial markets are increasingly per- 
suaded that the Federal Reserve will indeed 
cut rates next week. Short-term interest-rate 
futures point to an easing of a quarter of a 
percentage point in the federal-funds rate 
by the end of November and of almost a 
full percentage point by the end of 1999. 
The markets have often got their bets 
wrong in the past, in part because policy- 
makers make opaqueness something of an 
art. In early September, Alan Greenspan, 
the Fed’s chairman, was interpreted as 
hinting at a rate cut when he suggested that 
"itis just not credible that the United States 
can remain an oasis of prosperity unaf- 
fected by a world that is experiencing 
greatly increased stress." Days later, mar- 
kets swooned when he denied that there 
was any move towards an internationally 
co-ordinated interest-rate cut in the rich 
world. Then on September 22nd William 
McDonough, head of the New York Federal 
Reserve Bank and the FOMC’s vice-chair- 


man, made some surprisingly candid re- 
marks about the risks to America's growth. 
And on September 23rd Mr Greenspan 
again stressed the importance of being "es- 
pecially sensitive to the deepening signs of 
global distress.” In response to a question 
on interest rates, he said “I think we know 
where we have to go.” 

Yet even factoring out distortions after 
this summer's long strike at General Mo- 
tors, most indicators still point to a vigor- 
ous economy. So far, American consumers 
show few signs of serious belt-tightening: 
retail spending and housing starts remain 
strong. With unemployment close to record 
lows, labour markets remain stretched. In- 
flation, while still at historic lows, has 
stopped falling. 

But there are also a few first signs of 
weakness, especially in manufacturing. Ex- 
cluding vehicles, industrial production in 
August was flat, and although July’s trade 
deficit was smaller than in some previous 
months, the decline in exports (excluding 
aircraft) is accelerating: in inflation-ad- 
justed terms, America’s exports of goods 
and services fell at a 5% annual rate in the 
first half of 1998, the worst performance 
since the recession of 1982. 

Might these be harbingers of worse to 
come? Many Wall Street economists think 
so. J.P. Morgan, for instance, expects the 
American economy to grow by only 1.5% in 
1999. Such a slowdown might have several 
causes. First, the gloomier growth prospects 
in emerging markets (especially in Latin 
America)are likely further to reduce Ameri- 
can exports. Second—also quite plausible— 
lower corporate earnings and investors’ jit- 
ters about lending to firms in troubled 
times will mean less capital investment. 

Less certain is the mood of the Ameri- 
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The markets change fast, but that doesn't stop our dealers analysing the information 


with pinpoint accuracy. As the Treasury and Capital Markets arm of one of the world's HSBC Markets PL 
largest financial services organisations, we ensure you're always dealing with confidence. Member HSBC Group 
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can consumer. Pessimists think that contin- 
ued market nerves will drive Wall Street 
lower and that, with their wealth rapidly 
vanishing America's less-than-thrifty con- 
sumers will spend less. Many of those who 
expect this also suggest that, by alleviating 
financial chaos abroad, America's central 
bankers might reduce the chance of a 
global recession and ease pressure on 
banks’ foreign loans—and so lower the risks 
to America's expansion. 
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This last argument, although 
the least certain of all, is the one 
exercising most minds at the mo- 
ment. Lower American interest 
rates would, other things being 
equal, probably weaken the dol- 
lar, thus taking some pressure off 
those emerging currencies that 
are linked to it. Emerging econo- 
mies would see lower interest 
costs on their foreign debts. More 
important, they would benefit 
from the boost to global liquid- 
ity: in the long run, one ofthe big- 
gest influences on capital flows to 
emerging economies is interest 
rates in rich countries. Calm 
might also be restored to panicky 
financial markets, as the Federal 
Reserve demonstrated that it 
would take the lead to head off 
global depression. This last point is the 
most significant: the economic relief for 
emerging economies from an American in- 
terest-rate cut pales compared with its 
value as a market tranquiliser. 

But conducting monetary policy pri- 
marily to influence markets is a hazardous 
business. Would a large rate cut—half a 
point or more—indicate decisiveness or 
panic? Conversely, might a small rate cut of 
0.25% have little effect, real or psychologi- 


cal? Similarly, would an American rate cut 
made alone be less effective in influencing 
investors' perceptions than an internation- 
ally co-ordinated move—which the Europe- 
ans seem flatly to have rejected? 

Nor is the downside risk of a reduction 
made primarily for reasons of market senti- 
ment negligible. If an American rate cut 
prompted a sharp fall in the dollar, for in- 
stance, a powerful brake on domestic infla- 
tion—the strong dollar—would go. 

Add all these concerns together and it 
becomes clear that there is a case for mak- 
ing a rate cut. But the Fed in general, and 
Mr Greenspan in particular, have built up 
unparalleled credibility in financial mar- 
kets. Their next decision may be the biggest 
test yet. 





Indonesian banks 


Repayment terms 


JAKARTA 


S OUTH-EAST ASIA has seen many bank- 
ing debacles over the past 18 months, 
and some desperate measures in response. 
Even so, the deal announced on September 
22nd between the Indonesian government 
and two of its largest conglomerates was 





My bond is your word 


MOSCOW 


We lawyers in Russia grum- 
bled, during the country’s financial 


| boom, that they felt like poor relations. 
No longer. As the country’s financial mar- 
kets implode—Russia’s stockmarket has 
lost nine-tenths of its value this year— 
Moscow-based investment bankers are 
| fretting about their mortgages. Mean- 
while the city’s lawyers are happily turn- 
| ing recriminations over losses into profit- 
. able lawsuits. 
| Their most obvious target is the gov- 
| ernment, which paid scant attention to 
. Its own laws when it announced its de- 
fault and devaluation on August 17th. 
| One brave Moscow hedge fund is indeed 
| planningtosuethegovernment—and, for 
good measure, in a Russian court—albeit 
with little hope of victory: "it's mainly to 
make a point," concedes the proprietor. 
Even in friendlier foreign courts, how- 
ever, most investors are still marshalling 
| their firepower, rather than actually suing 
| either the government or the Russian 
|» banks that are sheltering behind the mor- 
atorium imposed on private-sector debt. 
For one thing the new government seems 
to be rethinking the dismal terms of its 
forced debt rescheduling, which left for- 


eign bond-holders with as little as three 
cents on the dollar. For another, bankers 
remember how Russia punished ING, a 
Dutch bank, which froze the accounts of 
the Soviet foreign trade bank when the 
Soviet Union collapsed in 1991. ING was 
pointedly excluded from Russia’s first Eu- 
robond issue when the country later re- 
turned to the capital markets. 

The easiest targets for lawsuits are 
other westerners—and, in particular, 
those banks that sold forward foreign-cur- 
rency contracts. These were bought by 
western investors in Russian debt to pro- 
tect themselves against the risk of deval- 
uation; for extra safety, most were bought 
via western not Russian banks. Unfortu- 
nately, most banks have refused to 
honour the contracts, leaving investors 
with billions of dollars of losses after the 
rouble’s plunge. Some unlucky ones, such 
as a fund run by 111, an American hedge 
fund, have been forced into bankruptcy. 
It plans to sue the banks—Deutsche Bank, 
ING, Crédit Lyonnais and Société 
Générale—that sold it forward contracts. 

With only limited chances of success, 
however. Those who bought forward 
cover, such as Dana McGinnis, who used 





Suddenly no hedge 


to run San Antonio Capital, a Texas-based 
hedge fund, before it went bankrupt in 
August, insist that what happened in 
Moscow should not affect a contract 
struck in New York or London. But the 
banks argue that they were simply acting 
as brokers for such contracts between in- 
vestors and the Russian banks: they 
should not be blamed if the Russian 
banks now renege. Moreover, the con- 
tracts were subject to force majeure 
clauses, which voided them if the govern- 
ment did something really outrageous— 
as it very arguably did. Citibank, a big 
dealer in forward contracts, says it will 
happily see Mr McGinnis in court. 
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A Thai silk purse? 


| Fo a glimpse of the depths to which 

some emerging markets have sunk in 
the eyes of international investors, look at 
a bond issue from the Kingdom of Thai- 
land which was, this week, yielding seven 
percentage points more than a compara- 
| ble American Treasury bond. Though 
yields have fallen a bit recently, at these 
prices international markets are all but 
closed to most borrowers in distressed 
Asia: they cannot afford the interest that 
investors are demanding. 

That makes a new $300m ten-year 
bond issue by the Electricity Generating 
Authority of Thailand (EGAT) all the more 
eye-catching. A road-show to market the 
| issue has drawn big audiences. Its price 
| will be fixed on September 28th, but the 
. bond is expected to yield a mere two per- 
| centage points or so over Treasuries. That 
. is doubly odd, because although EGAT is 
| still a big, strong company, the devalua- 

tion of the baht caused it to default last 

year on some of its previous World Bank 
| borrowing. So how can it now borrow so 
cheaply? The trick is to have its obliga- 
tions guaranteed by a combination of the 
Kingdom of Thailand and, crucially, the 
World Bank itself. 
| The Bank has long tried to mobilise 





private money for poor countries by issu- 
ing guarantees, rather than lending its 
own money. In 1990-97 it guaranteed a 
total of $1.4 billion in such countries as 
Ukraine and China. Typically these guar- 
antees are “partial”: they cover only those 
risks eschewed by private lenders. 

Recent turmoil has made the Bank 
keener than ever on guarantees. Its guar- 
antee for EGAT is less partial than most. It 
covers the whole of the principal of the 
bond issue, and one payment of interest, 
on a rolling basis: if EGAT misses an inter- 
est payment, but pays within 60 days, the 
subsequent interest payment remains 
guaranteed. It has every incentive to keep 
the payments up, since failure would trig- 
ger a default on all its World Bank debt. 

Critics worry that the Bank will lose its 
leverage to enforce corporate and social 
reform, because a guarantee loses it the 
option of stopping loan disbursement. 
But within the Bank advocates cite several 
advantages. The Bank's exposure to Thai- 
land is reduced. Foreign investors will, 
similarly, have to log only a part of their 
investment as Thai risk. EGAT will be sub- 
ject to the discipline of foreign investors, 
and to the Banks own demands for 
restructuring. And the company gets its 


| 


money far more cheaply, even after pay- 
ing the Bank for its guarantee. | 
The bond issue's lead manager, ABN 
Amro, a Dutch bank, claims that market- 
ing it has created a good opportunity to 
show investors how much Thailand has 
done to sort out its problems. A huge 
restructuring of the battered financial sec- 
tor is under way. The current account will 
swing from a deficit of 8% of GDP in 1996 
to a likely surplus of 10% this year. Yet 
gloomy economists look at the same data 
and diagnose not imminent recovery, but 
a fall in Gpr of at least 8% this year, anda. | 
prolonged depression. Thailand, like 
many other Asian economies, is still hob- 
bling, but the World Bank’s novel 
crutches might speed its recovery. 








spectacular: it involved promises to hand 
over 78 trillion rupiah ($7 billion) of assets, 
including shares in 116 companies, so that 
the two groups could pay the central bank 
back for the funds it had pumped into their 
banks over the past year. While it raised 
hopes that Indonesia is serious about 
cleaning up the mess, cynics are waiting to 
see the cash. 

The first conglomerate is the Salim 
Group, founded by Liem Sioe Liong, once 
the closest crony of former president 
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Another shattered lidonedan bank 


88 


m 
"TU FA Y , 
| A WT y Y L2 Au 
mm mm d 





Suharto. His house in Jakarta was among 
those torched in the riots in May that pre- 
ceded Mr Suharto's downfall. It also led to a 
run on the family-controlled Bank Central 
Asia (BCA), then Indonesia's largest private 
bank, in which two of Mr Suharto's chil- 
dren held a combined 3095 stake. It was 
taken over by the government, and to re- 
claim it the owners had to come up with $3 
billion to repay the central bank, and an- 
other $1 billion for loans extended to other 
group companies. Like most of the 240 or 
so banks in pre-crisis Indone- 
sia, BCA had breached limits 
on intra-group lending. That 
is not surprising: it is what 
many of the banks were for. 
Now the Salim Group 
must divest shareholdings in 
some of Indonesia's best- 
known companies, including 
"ME 2 the world's largest maker of 
b instant noodles. Its regional 
empire will dwindle, too, as it 
sells shares in companies 
listed in Singapore and Hong 
Kong. The government's 
restructuring agency, IBRA, 
says the Salims will retain mi- 
nority stakes and some man- 
agement control: the regula- 


tors seem to doubt their own ability to 
make and sell noodles—or, indeed, to run 
the tyre making and shrimp operations to 
be sold by the second conglomerate that 
has struck a deal, Gajah Tunggal, which 
controlled Bank Dagang Nasional. 

The government was quick to pat itself 
on the back for having elicited such lavish 
promises so quickly. But in all 14 banks had 
been given three weeks to come up with re- 
payment plans or face penalties (their time 
was up on September 21st). Three, whose 
debts to the central bank were small, and 
whose intra-group lending was within le- 
gal limits, were let off; but the other nine 
still face the threat of sanctions. In total the 
central bank is still owed another $7 bil- 
lion. For some, particularly those heavily 
invested in the collapsed property market, 
finding the money may prove impossible. 

Although the delinquents—including a 
group controlled by another of Mr 
Suharto's great business friends, Mohamad 
(“Bob”) Hasan—now risk legal action, some 
doubt they will ever see such prominent fig- 
ures in court. They also wonder whether the 
asset sales will produce as much as ex- 
pected, since hardly anybody is buying; 
and it is unclear whether one potential 
source of money—foreigners—will be en- 
couraged or even allowed to buy control of 
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the companies for sale. 

Nor does the agreement leave Indone- 
sia with a functioning banking system. 
With short-term interest rates hovering 
around 70%, many banks still suffer from 
an acute liquidity crunch that leaves them 
unable to lend. The system needs root-and- 
branch reform. In that sense, the symbol- 
ism of IBRA's stance is, perhaps, as impor- 
tant as the substance: it is intended to show 
that tough-minded technocrats are in 
charge and the cronies in retreat. 





China's currency 
About to crack? 


BEIJING 


UCH as the government swears 
blind that it will not devalue the 
currency, not all local and foreign holders 
of the yuan believe it. So in recent days 
China has issued regulations meant to 
check what the official press calls “black- 
market activities" and what others call capi- 
tal flight. A measure of its desperation, per- 
haps, but not, as many think, a despairing 
final throw of the dice. 

Determining the amount of money 
leaking out of China has always been tricky. 
Even as foreign investment has flooded 
into the country during the 1990s, Chinese 
capital has fled the other way. Much of it 
has been the ill-gotten gains from stripping 
state assets, or the proceeds from the ram- 
pant smuggling of tobacco, cars, oil and so 
on, led by the People's Liberation Army 
(which oddly includes the navy). And a lot 
of the money finds its way back disguised, 
for instance, as foreign investment with 
preferential tax treatment. 

Net capital flight seems to have been 
roughly $20 billion last year and will be a 
lot higher this year. By means both fair and 
foul Chinese companies, fearing a devalua- 
tion, have been buying dollars with local 
currency in order to pay back dollar loans. 
Others have been converting spare yuan in 
the belief that, even if it is not devalued, the 
yuan is hardly likely to appreciate. 

There are two big clues as to how much 
money is fleeing the country. The first is 
that the yuan is fetching a lot less on black 
markets. At one such, in Shanghai, its value 
is 7% below the official rate of 8.7 yuan to 
the dollar. The second is that, in the first 
eight months of the year, China recorded a 
trade surplus of $31.3 billion and foreign 
investment of $27.4 billion—but its stated 
foreign-exchange reserves, at $140 billion, 
have barely budged. This discrepancy, a 
reasonable proxy for capital flight, shows 
up as “errors and omissions” on the capital 
account. Curiously, the government has 
hesitated over publishing recent numbers. 

All of which explains, in part, why the 
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government, in the form of the State Ad- 
ministration of Foreign Exchange (SAFE), is 
now cracking down. Since last month it has 
been tightening the screws on Chinese 
companies paying off dollar loans. And it 
has vowed to get tough with illegal money- 
changers. A week ago it “severely dealt 
with” five domestic bank branches in 
Guangdong province (which shares a bor- 
der with Hong Kong) that had apparently 
broken hard-currency regulations. 

Most controversial are a number of new 
regulations just issued by sArE that impose 
tough restrictions on taking out of China 
hard currency that is needed for import-ex- 
port purposes, The government claims that 
the restrictions will hit smuggling and cor- 
ruption and not harm companies involved 
in legitimate foreign trade. Yet foreign 
firms say they are suffering: their local cus- 
tomers are having trouble finding hard cur- 
rency to pay for imports, and without their 
cash foreign companies do not themselves 
have the wherewithal. 

Are the new rules a sign of panic? Per- 
haps not. They more likely reflect the gov- 
ernment's desire to stamp out corruption 
as much as fear of capital flight. With an of- 


ficially closed capital account, its will still 
counts for something. And there are good 
reasons why it might not want to devalue 
now. For a start, the export picture is not 
entirely bleak. Although exports to the rest 
of Asia have collapsed, those to America 
and Europe have stayed remarkably buoy- 
ant. China's main problem is flagging do- 
mestic demand. At home, government 
economists say, devaluation would exacer- 
bate capital flight and knock still further 
the confidence of foreign investors. 
Abroad, it would squander political capital 
that China has so carefully built up. 

Nor, unless America cuts first, is the gov- 
ernment likely to do what analysts expect: 
reduce interest rates. The two most recent 
cuts have done nothing to prod domestic 
demand and have probably exacerbated 
capital flight: interest rates on one-year 
yuan deposits are already below those on 
equivalent dollar deposits. Instead, the gov- 
ernment will continue to pin its faith on 
massive fiscal reflation and an infrastruc- 
ture binge. Only if—when, some say—that 
fails is it likely to consider the ultimate hu- 
miliation of devaluing. 








Redefined and rebased 


| UESTION one: how much do com- 
panies invest? Question two: how 

quickly do economies grow? On 
September 24th, Britain's official statisti- 
cians changed their answers to these ap- 
parently basic—and, to economists and 
policymakers, vital—questions. Their es- 
timates of corporate investment rose a 
. bit; their figures for recent economic 
growth fell. 

The change in the investment num- 
bers is part of a thorough revision of the 
way in which Britain's national accounts 
are compiled, to comply with new Euro- 
pean Union standards—the biggest 
change, says the Office for National Sta- 
tistics, since 1952. Until now Britain's ac- 
| counts have not counted as investment 
the acquisition of some things that econ- 
omists would define as capital goods. 

Top of the list is computer software. 
When companies buy software, or de- 
velop it for their own use, they are gain- 
ing a capital asset—just as they do when 
they buy computer terminals. Yet few 
countries’ national accounts treat soft- 
ware this way. In America, where compa- 
. nies probably spend more on software 
relative to the size of the economy than 
anywhere else, a recent study by the Con- 
gressional Budget Office reckoned that 
purchases of software were worth 0.7% of 
GDP in 1995. The contribution in Britain, 
| from both purchases and in-house devel- 








opment, thinks the ONs, was about 0.2% 
of GDP in 1995. 
The reduction in the official estimate _ 
of economic growth comes from the | 
“rebasing” of national accounts, which 
happens every five years. Until this week, 
the ONS estimated Britain's real—ie, in- 
flation-adjusted—cp» by valuing goods 
and services at 1990 prices. However, the 
prices of different goods and services rise 
at different rates. Other things being 
equal, people spend less on goods whose 
relative prices are rising and more on 
goods that are getting relatively cheaper. 

So when the accounts are rebased, us- 
ing more up-to-date relative prices, the 
weight given to fast-growing, relatively 
cheaper goods falls and that given to 
slow-growing, relatively dearer goods 
rises. This cuts growth estimates. 

Rebasing to 1995 prices lopped 0.7. 
percentage points from GDP growth be- | 
tween 1994 and 1997. But other revi- | 
sions, which boosted estimates of wages 
and salaries and capital formation, 
meant that the total growth actually rose, 
by 0.6 points. For economists scratching 
their heads over thesize ofthe economy's 
"output gap", these changes ought to be 
sobering. Estimates of whether the econ- 
omy is at, or just above or below the level 
of activity that it can sustain without 
sparking inflation seem less precise than 
ever. 
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. One world, one money 








A global currency is not a new idea, but it may soon get a new lease of life 


N DIFFICULT times, people are al- 

lowed, even encouraged, to think the 
unthinkable. Some of the economists 
who propose capital controls as a remedy 
for recession in Asia claim to be doing 
this—but they are flattering themselves. 
Unthinkable? Malaysia just did it. Doz- 
ens of countries still use capital-account 
restrictions. And it is a cliché of the ortho- 
dox "sequencing" literature that a variety 
of such controls should be retained until 
other reforms are complete. Really, to 
think the unthinkable, you have to be 
bolder than this. 

So here is an idea: global currency 
union. Let nobody call it boringly feasi- 
ble, or politically expedient. Yet, like all 
the best unthinkable ideas, it has more go- 
ing foritthan you might think—in princi- 
ple, at least. The idea is not new. Richard 
Cooper of Harvard University proposed a 
single world currency in Foreign Affairs 
in 1984, and he was not the first to think 
of it. It seemed an outlandish idea, and 
still does. But much has happened lately 
to make it worth a moment's thought. 

The usual way to ask whether coun- 
tries would be better off sharing a single 
currency—that is, whether they constitute 
an “optimal currency area"—is to exam- 
ine the following trade-off. On one side is 
the undoubted convenience of a single 
money as a lubricant for trade and cross- 
border investment. On the other is the 
loss of the exchange rate as a shock-ab- 
sorber for times when one or more of the 
countries face pressures (an abrupt fall in 
demand for their exports, say, or a sudden 
rise in labour costs) that the others are 
spared—a so-called “asymmetric shock”. 

In setting cost against benefit, again 
according to the standard view, the cru- 
cial factors are openness to trade and free- 
dom of movement of factors of produc- 
tion. A small open economy has more to 
gain from the convenience provided by a 
single currency. On the other hand, if la- 
bour (especially) is reluctant to migrate, 
the need for the exchange-rate shock-ab- 
sorber is all the greater. Weighing all this, 
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most economists conclude that the 11 
countries that are about to adopt the euro 
are not in fact an optimal currency area. 
The world as a whole is not even close. 

So what has changed? The main thing 
is the current global emergency. This is so 
serious a crisis that it is likely to prove a 
paradigm-shifting event, though straws 
were in the wind already. The emerging- 
market disaster poses the question, How 
is the world to live with globally inte- 
grated finance? In addition, it casts doubt 
on what once seemed a good answer: that 
floating exchange rates are the best way to 
stabilise the world economy. 


Shockingly unstable 


According to the traditional model, a 
country with unduly high labour costs, 
and therefore a troublesome current-ac- 
count deficit, could expect to see its cur- 
rency depreciate; this would cut real 
wages, making imports dearer and ex- 
ports cheaper, thus neatly restoring the 
economy to equilibrium. But in a world 
where international flows of capital over- 
whelm international flows of trade, this 
does not work. Floating exchange rates 
destabilise trade and investment by 
wrenching relative prices away from their 
fundamental values (that is, from the val- 
ues that would put the corresponding ex- 
change rates at purchasing-power parity). 
In the emerging-markets crisis that cur- 
rently threatens the world economy, ex- 
change-rate movements have not been 
absorbers of shocks but amplifiers and 
even creators of them. 

Governments of small open econo- 
mies have long known that it is not an op- 
tion to “leave the exchange rate to the 
market”. Monetary policy must always 
keep at least one eye on the currency. But 
governments have also learnt, in a second 
big change, that intermediate exchange- 
rate regimes do not work either. That was 
the lesson of the European Monetary Sys- 





tem debacle of 1992-93 (and, arguably, of | 


the downfall of the pegged-but-adjustable 
regimes used in Asia until last year). Semi- 
fixed systems cannot withstand the as- 
sault of integrated capital markets: they 
are prone to self-fulfilling panics. In other 
words, they too are destabilising. 

But what does that leave? Let’s see. 
Pure floating is no use. Semi-fixed is no 
use. So there are two possibilities. One is 
to turn back the clock on financial inte- 
gration: then pure-floating or semi-fixed 
systems might once again be used success- 
fully. That would be enormously costly, 
especially to the developing countries; 
and it would be very difficult, because 
integration is partly driven by technologi- 
cal progress, which is hard to reverse. Still, 
it is a fair bet that a lot of countries will 
follow Malaysia’s example and give it a 
try. Otherwise, it seems, the remaining 
course is to combine increasing integra- 
tion with perfect fixity of exchange rates— 
meaning currency union. 

The fashion for currency boards re- 
flects some of this thinking. Exchange-rate 
flexibility is more trouble than it is worth, 
advocates say, so abandon it once and for 
all. Alas, currency boards suffer big draw- 
backs all of their own. Whereas a currency 
union has a central bank to act as lender 
of last resort, a country with a currency 
board does not. So these regimes are vul- 
nerable to runs on banks. Currency 
boards are a poor test of the larger idea. 

The allor-nothing, float-or-merge 
analysis also provides the case in eco- 
nomic logic for the euro: strive for integra- 
tion, it says, no holds barred. Unfortu- 
nately, EMU is a somewhat flawed test as 
well. It is a political project as much as an 
economic one, so it will not reveal every- 
thing about how well a currency union 
among independent nation states might 
work. But it will reveal a lot, and its sym- 
bolic importance will be immense. If it 
fails, not only will that cause enormous 
political harm to the European Union, 
but the pressure for global financial barri- 
ers will be greatly strengthened. If it suc- 
ceeds, the case for a global currency union 
will seem much more interesting. 

Fine, you say, but how would the 
world ever get from here to there? Hard to 
say, admittedly. Find the answer to that 
and the idea would be thinkable. 
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A space oddity 


A tiny error in the paths of two spacecraft may require the rewriting of some of 


the laws of physics 


UT in the far reaches of the solar sys- 

tem, beyond the orbits of Neptune 
and Pluto, something strange is going on. 
Two space probes, now speeding away into 
the interstellar void, are not behaving as 
they should. They appear to be experienc- 
ing an unexplained extra tug from the 
sun—raising the possibility that there is 
something amiss with the laws of gravity. 

Physicists are used to predicting space- 
craft trajectories with great accuracy. For 
the Pioneer 10 and Pioneer 11 probes, laun- 
ched towards Jupiter in 1972 and 1973 and 
now heading away from the sun in oppo- 
site directions, they have done it with the 
help ofa piece of computer software called 
the Orbit Determination Program (opp). 
This calculates how the gravitational influ- 
ence of the sun and the planets—suitably 
tweaked to fit with the general theory of 
relativity—affects each probe's motion. 

At thesame time, by analysing radio sig- 
nals from the two probes, precise measure- 
ments of the Pioneers' actual trajectories 
can be made. As each craft zooms away 
from the solar system, the radio waves it 
transmits back to earth are slightly stretch- 
ed out, causing a change in frequency 
(known as a Doppler shift) that depends on 
the craft's speed relative to the earth. With 
enough number-crunching—taking into 
account the motion ofthe earth around the 
sun and its wobbles as it spins on its axis— 
the position and acceleration of each Pio- 
neer can then be worked out. 

The trouble is that the predicted and 
measured trajectories do not match. In- 
stead, there seems to be an additional pull 
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(in effect, an acceleration) in the direction 
of the sun that is not predicted by the opp. 
The anomaly is almost imperceptible: 
about one ten-billionth of the acceleration 
due to gravity at the earth’s surface (at that 
rate, an apple would take a day to drop to 
the ground from the branch of a tree). But 
that is still big enough to raise questions. 


Send for the detectives 


Astronomical discoveries often hinge on 
the analysis of wobbles, discrepancies and 
errors. The existence of Neptune was de- 
duced from minute deviations between the 
predicted and observed orbits of Uranus. 
An anomaly in the orbit of Mercury pro- 
vided one of the first clues that the laws of 
gravity as described by Newton were in- 
complete, which, in turn, led Einstein to 
general relativity. So John Anderson, one of 
the members of the Pioneer 10 navigation 
team at the Jet Propulsion Laboratory in 
Pasadena, California, says he feels a profes- 
sional responsibility to make his sums add 
up. His latest attempts to explain the anom- 
alous acceleration will be published next 
month in Physical Review Letters. 

Dr Anderson and his team start by con- 
sidering all the possible forces that might 
be acting on the Pioneer craft but have not 
been included in the opp. Could any of 
them account for the slight acceleration to- 
wards the sun? Gas leaks, and the minus- 
cule push provided by infra-red radiation 
from the crafts’ electricity generators, were 
ruled out. Both would be too feeble, and 
would be unlikely to press in the sun's di- 
rection anyway. Similarly, the pressure ex- 





erted by sunlight, and the force exerted by 
the emissions from each probe's radio an- 
tenna, were dismissed: again, both are too 
weak, and they would tend to push the 
probes away from the sun, not towards it. 

Next, the gravitational influence of ob- 
jects not included in the op» was consid- 
ered. But the forces exerted by objects in the 
Kuiper belt (a collection of small bodies or- 
biting the sun beyond the orbit of Pluto), or 
by the galaxy as a whole, were also far too 
weak to be responsible. The possibility that 
exotic "dark matter" could be the culprit 
was also ruled out: the researchers found 
that if the solar system contained enough 
dark matter to influence the space probes, 
it would have already had a noticeable ef- 
fect on the orbits of the planets. 

There is also the possibility that the 
anomaly is somehow specific to the design 
ofthe two Pioneer probes, which are identi- 
cal. But analysis of the motion of Ulysses, 
another space probe, has shown that it, too, 
is affected by the mysterious acceleration. 

Could the anomaly stem from a bug in 
the software used to predict the probes’ tra- 
jectories? Apparently not. An independent 
analysis of Pioneer 10's trajectory by soft- 
ware used in the satellite industry pro- 
duced the same results: the anomaly was 
still present. 

So perhaps the predicted trajectories 
are correct after all, but the flaw lies in the 
Doppler-ranging method used to measure 
the probes’ actual trajectories. Convenient- 
ly, more modern spacecraft than the Pio- 
neers include separate range-finding hard- 
ware, which can be used to test the accuracy 
of the Doppler method. But when such a 
comparison was carried out using the Gali- 
leo probe, which is currently orbiting Jupi- 
ter, the two answers matched. 

If overlooked forces and man-made er- 
rors cannot account for the anomaly, what 
is left? As Sherlock Holmes observed: when 
you have eliminated the impossible, what- 
ever remains, however improbable, must 
be the truth. In this case, the improbable 
conclusion—given that the anomalous ac- 


91 


UT 


avo 


v3 


SCIENCE AND TECHNOLOGY 


celeration is towards the sun—is that the 
laws of gravity need an extra post-Einstein- 
ian tweak. 

This could cause serious difficulties. 
The existing laws of gravity predict the mo- 
tions of the planets extremely well, making 
ithard to modify them to cater to the errant 
ways of a couple of pesky space probes. Dr 
Anderson and his team considered some of 
the proposed modifications to gravity, and 
found that any adjustment to explain the 
anomalous acceleration would conflict 
with the observed orbits of the planets. 
There is, however, scope for new laws of 
gravity that affect light and heavy objects 
differently, or involve a modification of the 
concept of inertia. 

After years of investigation, Dr Ander- 
son is not jumping to any conclusions. The 
most likely explanation, he says, is an un- 
discovered error, rather than a breakdown 
in the laws of gravity. But he reckons that 
there is a small possibility his team has dis- 
covered something important. A mission 
to Pluto, planned for 2001, could provide 
vital clues. In the meantime, the case of the 
anomalous acceleration remains unsolved. 





Road kill 


OMPUTER modelling may make ex- 
isting roads more efficient, and thus 
diminish the need for new ones (see 
above article), but road-builders are likely 
to be in business for a while yet. Minim- 
ising the environmental damage that 
new roads cause is generally regarded as a 
good thing. But to do that, it helps to un- 
derstand just how roads cause the dam- 
age of which they are accused. 

In thecurrent issue of Science, a 
group of researchers led by Andrew 
Gonzalez, of Britain's Natural En- 
vironment Research Council, has 
published the results of an experi- 
ment that has a bearing on the 
question. It also shows what ecolo- 

| gists have long suspected, but never 
been able to prove: that immigra- 
tion is good for the health of ani- 
mal populations. 

A road destroys only a small part of 
the habitat it traverses, and thus annihi- 
lates just a few local populations of crea- 
tures. So the argument that road-building 
itself (as opposed to the consequences of 
road-building, such as the building of 
other things) is bad for biodiversity is not 
selfevidently correct. Those who never- 
theless hold this view usually point to a 

piece of ecological theory called “meta- 
population dynamics". This says that ap- 
parently separate local populations ofan- 
imals are, in fact, parts of much larger 


Traffic management 


Desynchronised 


ANAGING traffic in a way that both 
increases the effective capacity of a 
road and speeds up journey times might 
seem an idea from cloud-cuckoo-land. But 
acomputer model now being developed by 
Dirk Helbing and Martin Treiber, of the 
University of Stuttgart, may allow planners 
to do just that. 

The model is based on work published 
last year by two physicists called Boris Ker- 
ner and Hubert Rehborn. These two re- 
searchers scrutinised the flow of cars along 
a section of a German motorway (the road 
between Frankfurt and Bad Homburg) in 
an attempt to find out why there are times 
when, even though the volume of traffic on 
the road is light enough to permit it to flow 
freely, it seems not to. 

They found that what tilted the balance 
between a reasonable pace and a crawl was 
a change, even for a short time, in the num- 
ber of vehicles joining the road from a junc- 
tion in the middle ofthis section of the mo- 


populations connected via migration. 

According to this theory, when a local 
population flounders—because of an epi- 
demic, for example—individuals from 
neighbouring communities can fill the 
gaps. So the more such communities 
there are, the better the chance of a given 
local population remaining healthy. 

The implications of the theory for 





conservation are straightforward. Cut lo- 
cal populations off from each other and 
each is more likely to disappear. And 
roads are good at doing just that. Testing 
the theory with experimental roads, how- 
ever, would be expensive. Dr Gonzalez's 
brainwave was to do the whole thing on a 
much smaller scale. 

Instead of studying, say, a forest, the 
team looked at moss-covered rocks. These 
support diverse populations of tiny ar- 
thropods (insects, mites and so on). On 
some rocks the researchers left the moss 
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torway. A mere handful of extra cars (or, 
more surprisingly, a slight diminution in 
their number) was enough to disrupt traffic 
flow and cause congestion. 

Dr Kerner and Dr Rehborn termed the 
disruption “synchronised traffic" (sr), be- 
cause vehicle speeds in neighbouring lanes 
changed in synchrony. The result was that 
the average speed of each lane became the 
same. The blip that caused sr was started by 
cars slowing up beyond the junction, but 
the damage quickly worked its way back 
and clogged the road well before the inter- 
change. And the congestion created by the 
blip could take hours to settle down, even 
after the traffic flow on the slip road and 
the motorway had decreased significantly. 

The model devised by Dr Helbing and 
Dr Treiber explains the mathematics of st 
in detail, and shows how the traffic flow at 
motorway junctions could be regulated to 
stop it. The two researchers began by imag- 
ining that the cars on a motorway behave 
like molecules in a gas. The mathematics of 
gas molecules are well understood, and 
provide a surprisingly good starting point 
for analysing the behaviour of cars. Each 
car starts with a certain position and speed, 


untouched; on others they scraped *road- | 
ways" across to leave isolated "islands". 
After waiting six months, they found that | 
in the disturbed habitats nearly all the 

bug populations had declined compared | 
with the undisturbed moss, and 40% of 

the species had become extinct. | 

The real test of the metapopulation 
hypothesis came in the second part of the 
experiment. In this, the researchers scrap- 
ed away moss much as before, but they 
left narrow moss paths to bridge the no- 
bug’s-land between islands. These 
connected patches were still notas | 
healthy after six months as the un- 
sullied moss, but they did far better 
than isolated islands—a result that 
supports the notion that popula- 
tion exchange is necessary to keep 
an ecosystem healthy. 

Whether these results can be 
translated to larger-scale ecosys- 
tems remains uncertain. But if they 
can, they would cause more, not 
less, concern about the ecological effects 
of road-building. On the other hand, they 
also suggest a way out. 

In Britain, tunnels are often built un- 
der roads for animals of regular habits, 
such as badgers, to be able to travel their 
traditional routes without having to tan- 
gle with the traffic. Extending that princi- 
ple, perhaps with special bridges that can 
support local vegetation and thus allow 
animals the illusion of an uninterrupted 
habitat, might be a cheap way of letting 
man and nature rub along a bit better. 
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It's just a blip... 


and the road thus has a particular density 
of cars that changes as they move along, 
and as new cars are injected from a junc- 
tion slip-road. 

Having developed this basic model, the 
researchers then adjusted for the fact that, 
in practice, cars behave somewhat differ- 
ently from gas molecules. For instance, if 
one molecule approaches another, it will 
drift along at the same speed with no 
thought of avoiding a collision. A car (or, 
rather, its driver) will usually slow down if 
approaching another, and try to keep a safe 
distance away. Also, a gas molecule does 
not care what other molecules far away 
from it are doing. A driver, however, will re- 
act to cars other than his immediate neigh- 
bours—if traffic ahead seems to be clearing, 
he will speed up. 

The model ends up simulating the tran- 
sition from free-flowing traffic to sr very 
closely. Moreover, it can also factor such 
things as weather conditions and variable 
speed limits into the cars' behaviour. 

Now that Dr Helbing and Dr Treiber 
have an effective model of sr, they are try- 
ing to work out how to prevent synchron- 
icity from happening in real life. That 
means looking for the best way to avoid the 
fatal blips in the slip-road traffic flow, and 
also finding out how to correct the con- 
sequences quickly if a blip does neverthe- 
less slip through. 

Temporarily holding back some of the 
slip-road traffic, for instance, seems to 
make the journey quicker for everyone in 
the end. That may not be surprising, but the 
model also shows that the length of a slip 
road is decisive in determining what hap- 
pens to traffic. Most slip roads, it transpires, 
are too short. They require cars to squeeze 
intosmall gaps, thereby forcing the vehicles 
behind to brake. That reduces the capacity 
of the intersection. 

This is all useful information for cur- 
rent traffic planning, but Dr Helbing and 
Dr Treiber also have their eyes on the fu- 
ture. Some visionaries are looking forward 
to the day when cars will drive themselves. 
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SCIENCE AND TECHNOLOGY 





An experimental section of road where an 
external computer can take over your car if 
you wish (and are suitably wired up) is now 
open in California to test the idea. A better 
grasp of the mathematics of traffic flow 
would be vital if such schemes became 
widespread. And it would certainly take the 
grind out of the daily drive to work. 





Aircraft navigation 


Local, global 
positioning 


HEN American mail planes wanted 

to fly at night in the 1920s, they used 
to get farmers to light bonfires to help them 
find their way. In-flight navigation has 
moved on since then. With the aid of the 
Global Positioning System (GPs)—a net- 
work of 24 satellites maintained by Ameri- 
ca's defence department—modern aircraft 
know their location to within a few tens of 
metres. But even GPS is too inaccurate, and 
thus too risky, for use during take-off and 
landing—the critical minutes in which 50% 
of all aircraft accidents occur. 

Until now. On September 21st, a Conti- 
nental Airlines Boeing Mp-80 flew from 
Washington, pc, to Newark, New Jersey, 
and then on to Minneapolis, landing with 
the aid of “differential” GPs equipment 
(DGPs). This technology (which is widely 
employed for such things as navigation in 
harbours with narrow channels) uses a 
fixed ground station to compensate for the 
inaccuracy of pure, satellite-based Gps. The 
ground station calculates the difference be- 
tween its known location and where the 
satellites say it is, and beams a correcting 
signal to incoming aircraft—allowing them 
to land with pinpoint accuracy. 

Although the Instrument Landing Sys- 
tem (ILs) used for precision take-offs and 
landings at many airports today is almost 


as accurate, DGPs has many other advan- 
tages. For a start, says Michael Beamish, 
president of Pelorus (a Canadian company 
that is one of the new landing system's sup- 
pliets), it allows aircraft to make better use 
of airspace. 11s guides planes using radio 
beams sent out by two beacons (one at each 
end of a runway). This means that aircraft 
have to make a long, straight approach at a 
fixed angle. But pGrPs-guided planes are not 
bound by straight beams. They can make 
curved approaches from anywhere, avoid- 
ing residential areas and landing at air- 
ports that are awkwardly located between 
buildings or mountains. 

Better still, pGPs could help reduce con- 
gestion. Because of the risk that 11s beams 
might be reflected by nearby aircraft and 
cause confusion, planes waiting to land 
have to stay well apart. Switching to DGPS 
would allow them to queue closer together 
and land faster, with no greater safety risk. 
That could mean 20% more landings per 
hour, according to Mark Howes, head of 
the airport systems division at Honeywell 
(Pelorus's partner in the venture). DGPS is 
cheaper, too. A single ground station costs 
$600,000 and can cover several runways— 
or even several airports—whereas ILS bea- 
cons cost $2m per runway. 

So, after some dithering, the aviation 
world now seems to be welcoming DGPs. 
The International Civil Aviation Organisa- 
tion (ICAO), part of the United Nations, has 
dropped its support for a rival microwave- 
based system, MLS, and expects to recom- 
mend DGPS as a global standard next year. 
After a slow start, America's Federal Avia- 
tion Administration (FAA) is also embrac- 
ing DGPS, certifying it (for limited landing 
conditions) at Newark and Minneapolis-St 
Paul. By next autumn, 16 other airports are 
expected to have installed ground stations, 
and eight big airlines (including United 
and American) will have started equipping 


their fleets with DGPs receivers (which cost 


around $140,000 per aircraft). 

But a cloud is looming. The develop- 
ment of satellite-based mobile-telephony is 
creating demand for new bits of the radio 
spectrum. The frequency range that GPS 
uses—around 1.6 gigahertz—is attractive to 
mobile-telephone firms because it is unaf- 
fected by weather. Although most countries 
are careful to keep nearby frequencies clear, 
the ICAO is concerned that heavyweight 
telecoms operators may try to encroach on 
them for mobile satellite-phones—which 
could then interfere with GPs. 

There is also concern that, despite this 
vulnerability to interference, GPs could dis- 
place MLs and 11s completely—leaving avi- 
ators without a backup. As James Oberstar 
of the Senate Transportation Committee 
warns: "Even Charles Lindbergh flew over 


the Atlantic using a compass, a gyroscope 
and a radio." 
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Some are running them. 


The AcerAltos | 100 is the server that's helping to In a mission critical role, it monitors the system 


run the 13th Asian Games. With 10,000 
athletes and officials, 43 nations, 63 venues. 
377 gold medal events and a worldwide 
audience of 3 billion, it's one of the world's 
largest and most complex sporting events 
That is why our server is so vital. Powered 
by Inte] 9 Pentium® |l 
processor 400 MHz, the 
AcerAltos 1100 is the heart of 


pentium:[l 
the network management system 


locating and fixing problems before it's 
too late. It's a supreme demonstration of 
the performance and reliability that the 
AcerAltos 1100 can bring to your business 
The AcerAltos 1100. If it were any more 
amazing, it wouldn't just be running the 


Games. It would be competing in them 
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London uncovered 


London has run on tramways (above), trolleybuses and the Tube. It is an un- 
planned and lightly governed city. Is that the secret of its success? 


N 1966 Time magazine proclaimed the 

birth of “swinging London". Two years 
later, one of its rivals, Life, announced sour- 
ly that "swinging London is dead". Thirty 
years after Time's cover, Newsweek de- 
clared that London was "the coolest city on 
the planet", so ensuring the fresh wave of 
obituaries that has already started. 

Three new histories of London are, in 
fact, divided about the prognosis for the 
city. Michael Hebbert is an optimist, revel- 
ling in London's ability to reinvent itself 
and find new sources of vitality. Stephen 
Inwood, whose 1,111-page history displays a 
particular interest in "the sick, the disgrun- 
tled, the hungry and the disreputable”, is 
worried that it is now a particularly bad 
time to be an underdog in London. 

Francis Sheppard is more concerned by 
the city's ability to maintain its pre-emi- 
nent position in Britain. He believes that a 
dispersal of business caused by the com- 
munications revolution, combined with 
the devolution of political power to Scot- 
land, Wales and the English regions, means 
that “the age-old ascendancy of the capital 
city is under more serious threat than for 
almost a thousand years.” In fact, after read- 
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ing any of these three histories it is difficult 
to be pessimistic about the long-term pros- 
pects of London. The overwhelming im- 
pression is ofa city with an apparently irre- 
pressible ability to endure, adapt and 
expand. Fire, plague, the Blitz—London has 
got through them all. Mr Inwood suggests 
that much of London's energy and resil- 
ience stems from the fact that, like New 
York, London “has always been a city that 
relied on migrants". His book is essentially 
a narrative history taking London from its 
foundation under the first wave of mi- 
grants—the Romans—to the present day. 
Mr Sheppard's book, which covers the 
same period, is more analytical in style— 
and at about a third of the length seems 
more manageable than Mr Inwood's effort. 
But brevity means the sacrifice of much of 
the detail that enlivens London's history. 
While Mr Inwood spends several pages de- 
scribing the Great Fire of 1666, with the 
help of accounts by contemporaries such as 
Pepys and Clarendon, Mr Sheppard de- 
votes a single paragraph to describing one 
of the seminal events in London's history— 
before moving on to the rather less grip- 
ping subject of the planning regulations 


that governed the rebuilding of the city. 

Mr Hebbert illustrates, however, that 
there is no necessary trade-off between 
analysis and anecdote. His book is full of 
the stories of those who have made modern 
London—people like Harry Beck who was 
sacked by the Underground Railways in 
the 1930s, and used his spare time to design 
the now-classic Tube map which, as Mr 
Hebbert says, “is the foundation on which 
most people organise their spatial knowl- 
edge of the city". But Mr Hebbert manages 
to combine a keen feel for the recent history 
of London (three-quarters of his book is de- 
voted to the 20th century), with a strong 
central argument. His thesis is revisionist. 
Essentially, he believes that the vitality and 
success of London are intimately con- 
nected with its ability to evade and frus- 
trate the designs of the most determined of 
planners. 

There is little disagreement that Lon- 
don has essentially resisted organised city 
planning. While New York has its grid sys- 
tem and Paris its grands boulevards, Lon- 
don has evolved in a higgledy-piggledy 
fashion. Christopher Wren’s plans com- 
pletely to remodel the city after the Great 
Fire were frustrated by the desire of mer- 
chants and traders to get back to business as 
soon as possible. The post-1945 planners 
were not much more successful in impos- 
ing a new vision on the city. Indeed Lon- 
don’s only central governing-authority cov- 
ered just 23 of the last 500 years—from 
1963-86. 

Is this a good or a bad thing? Mr 
Inwood, in his book, concedes that for most 
of its history London has not done too 
badly without a central guiding hand. But 
he clearly thinks enough is enough. The 
supporters of centralisation go back a long 
way. Mr Inwood ends his account with a 
quotation from William Fitzstephen in 
1173: “The city is delightful indeed, when it 
has a good governor.” 

Mr Hebbert begs to differ. In quiet lan- 
guage he paints a chilling picture of the ef- 
forts of post-war planners in London. As 
Mr Hebbert points out, some of them en- 
thusiastically cited Stalin as an inspiration. 
Regrettably they succeeded in bulldozing 


LoNDoN. By Michael Hebbert. John Wi- 


ley; 254 pages; £45 and $80. 
A History OF LONDON. By Stephen 
Inwood. Macmillan; 1,111 pages; £30. 
LONDON: A Hisrory. By Francis 
Sheppard. Oxford University Press; 464 
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many working-class neighbourhoods and 
replacing them with publicly owned hous- 
ing estates and tower blocks, which would 
not have disgraced Leningrad and which 
now incubate many of London's worst so- 
cial problems. Fortunately, however, civic 
action prevented many of the worst 
schemes. Plans for a great network of urban 
motorways were frustrated, as were dreams 
of rigorously separating areas according to 
function—employment here, shops there, 
houses somewhere else. As a result, large 
parts of London retain the "village" feel, 
which estate agents love to tout. 

The Hebbert-Inwood disagreement is 
as much about the present as the past. 
While both men acknowledge the tremen- 
dous wealth of the successful bits of Lon- 
don, Mr Inwood also sees a very dark side 
to contemporary London. He quotes with 
approval from a book called "Journey 
Through Ruins; The Last Days of London" 
by Patrick Wright, and cites a range of de- 
pressing-sounding statistics which sug- 
gest-among other things—that seven of 
England's ten poorest districts are in 
London. 

Mr Hebbert is familiar with the same 
statistics—he just does not believe them. Re- 
freshingly for an academic, he is prepared 
to rely on the evidence of his own eyes, as 
much as "the numbers". And as a professor 
based in northern England, he is in a posi- 
tion to make some interesting contrasts. 


Statistics depict the borough of Newham as 'the 
poorest urban area in Northern Europe’. But any 
visitor from, say, Liverpool or Glasgow who sees 
the thronged pavements of East Ham High 
Street, the vitality of local shops, and the contin- 
ual self-improvement of thousands of terrace 
houses must feel that the statistics are missing 
something...London has real poverty and 
need, but it does not have the waxen-faced, 
down-at-heel misery of the older industrial cit- 
ies, with their desolated housing estates where 
churches, pubs and shops are vandalised and 
boarded up and the tissue of social life seems 
utterly eroded. 


This argument about the state of Lon- 
don and the need—or otherwise—for cen- 
tral planning is of more than academic in- 
terest. Under Margaret Thatcher, London's 
central governing authority, the Greater 
London Council, was simply done away 
with. To Lady Thatcher's critics, the aboli- 
tion of the GLC was a typical act of high- 
handed authoritarianism. There is little 
doubt that the idea of restoring a layer of 
central city government is popular in Lon- 
don. In a referendum earlier this year, Lon- 
doners endorsed the idea of setting up a di- 
rectly-elected mayor. 

The first mayor's race will be held by 
2000. Whoever wins should enter the new 
office with an appropriate degree of humil- 
ity. London's success has been built by its 
people, not its politicians. 
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Yearling sales 


A thousand guineas, and more 


NEWMARKET 


HE Asian financial crisis is spreading, 

but it has yet to reach that other risk-tak- 
er's paradise: the annual sales of thorough- 
bred yearlings. 

First in July, at the Keeneland sales in 
Lexington, Kentucky, and again next week, 
at Tattersalls’ Houghton sale at Newmar- 
ket, in England, wealthy racehorse owners 
from five continents outbid each other to 
purchase that most elusive property, a year- 
ling horse—to be broken-in, trained, honed 
and pampered in an effort to win the Eng- 
lish Derby, or at the very least a Classic race. 
Just how hard that is to achieve may be 
gleaned from the fact that despite years of 
effort and millions spent, neither Queen 
Elizabeth nor Sheikh Mohammed al- 
Maktoum of Dubai—two of the world's 
most knowledgeable breeders—have yet 
managed to carry off the Derby trophy. 

Both are still trying. The effort will likely 
cost them more this year. Not since the 
heady days of the mid-1980s have prices 
been so strong. That period saw Sheikh Mo- 
hammed and his three brothers, part of Du- 
bai's ruling family, battle with an English 
owner, Robert Sangster. In 1983 Sheikh Mo- 
hammed outbid him, paying $10.2m for a 
yearling called Snaafi Dancer. Although 
sired by Northern Dancer, the most success- 
ful sire of all time, Snaafi Dancer proved a 
dud. It never set hoof on a racecourse, let 
alone won a race. 

The bloodstock market always likes a 
big punter with new money, and it would 
seem that at least one of the elements driv- 
ing prices ever higher is the emergence of 
two wealthy software magnates, Fusao 
Sekiguchi of Japan and Satish Sanan from 
Florida, who have outbid some of the big- 
gest buyers over the past 12 months. 

Mr Sekiguchi is the less surprising of the 
two. Although he paid $4m for a bay colt 
sired by the great American sire, Mr Pros- 
pector—the highest price at Keeneland's 


Yearling sales 


2 


(319578 — 
258,634 


rc 

233305 — 
VE 
et ee 
eae 
. 482765 - 





— m a 





Newmarket’s the place 


July sale since 1985—the pony-tailed entre- 
preneur has been building up his stable for 
some time and already owns one of the best 
grass-race mares in the United States, 
Maxzene. 

Mr Sanan, by contrast, has been in the 
thoroughbred business for only a little over 
a year. A rotund, bespectacled Indian who 
was educated in Britain and made $44m in 
July 1997 when he floated part of his Flor- 
ida-based software engineering and con- 
sultancy business, Information Manage- 
ment Resources, Mr Sanan has been buying 
horses at a phenomenal rate. 

Earlier this year, he appointed the re- 
nowned American trainer, D. Wayne 
Lukas, to oversee the racing interests he 
plans to build up at his equally newly ac- 
quired Padua Stables near Ocala, Florida. 
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Mr Sanan's start has been inauspicious. 
Last autumn, he bought a foal at Tattersalls 
for 2.5m guineas ($4.4m), beating the previ- 
ous world record price by $2m. True, the 
animal is a full brother to Generous, the 
1991 English Derby winner, but the pur- 
chase raised a few eyebrows among the rac- 
ing fraternity, which has seen people with 
more money than Mr Sanan has made get 
in and, pretty swiftly, get out of racing. 

That foal, now named Padua's Pride, 
has not yet been broken-in and has been 
languishing in Ireland for the past year un- 
der the stewardship of an Irish trainer, 
Dermot Weld. Unfortunately, news of its 
progress is hard to come by. 

Then there were four very expensive 
yearlings bought at the Keeneland sales a 
year ago, and shipped out for Mr Weld to 
train on the Curragh. In one instance, Mr 
Sanan paid $2.3m for a colt by Mr Prospec- 
tor of which great things were expected in 
the current season. At the July sale this year, 
he spent a further $13m, and Tattersalls 
hopes he will be bidding again next week. 

At the height of the previous boom in 
1984, Tattersalls sold 395 yearlings for a to- 
tal of 36.5m guineas ($51.2m), with an aver- 
age price of just over 92,000 guineas. Last 
year, the auction house sold 302 lots for 
32m guineas with an average price of 
106,000 guineas. Prospects for this year 
look even better. Jimmy George, Tattersalls’ 
marketing manager, says: “After two years 
of record turnover, we don’t want massive 
volatility. As far as we are concerned, any 
movement in prices that is limited to 5% up 
or down is a very strong market indeed.” 

Bloodstock markets are driven not by 
prize money but by stallion values. When 
you consider that John Magnier, who runs 
and partly owns the Irish-based Coolmore 
Stud, charges more than $150,000 when its 
most successful current sire, Sadler's Wells, 
covers a single mare and that this sire can 
cover 300 mares in a year, the sums begin to 
look particularly attractive. 

Coolmore is the most powerful and 
commercially successful bloodstock opera- 
tion in the world. It has made Mr Magnier 
and his fellow investors (including Robert 
Sangster) very rich. There are signs that Mr 
Sanan may be hoping to imitate 
Coolmore’s success. On several occasions, 
Coolmore has been underbidder to Mr 
Sanan, but the two now appear to have 
forged an alliance and Mr Sanan may in- 
vest in Coolmore horses in future. 

Conservative estimates are that Mr 
Sanan has invested around $25m in the last 
year on purchases alone. But consider 
Sheikh Mohammed, who has invested 
more than $5 billion worldwide since the 
early 1980s, and you realise the task that Mr 
Sanan has set himself. 

The omens from Ireland, however, do 
not bode well. The Mr Prospector colt he 
bought a year ago has, like Snaafi Dancer 
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before him, so far failed to appear on a race- 
track. Whether Mr Sanan has the type of 
money that saw Sheikh Mohammed 
through that little difficulty remains to be 
seen. One thing is clear: Mr Sanan is great 
for racing. The only pity is that men like 
him don’t come along very often. 





Gianlorenzo Bernini 
Baroque genius 


ROME 


APOLEON could not keep his hands 
off Italian art. This may have been de- 
plorable but it was understandable. One of 
the statues Napoleon carried off to the Lou- 
vre was the "Hermaphrodite", a classical 
ruin that young Bernini had remade. It was 
returned, on loan, to Rome this year for a 
show at the Borghese Gallery, one of many 
in Europe and America to mark the 400th 
anniversary of the birth of 
this extraordinary Baroque 
sculptor and architect. 
Asan artist up from Na- 
ples keen to make his name 
in Rome, Gianlorenzo Ber- 
nini received encourage- 
ment from Scipione Bor- 
ghese, a nephew of Pope 
Camillo Borghese (who 
made him a cardinal and 
thereby a rich man). Scipio- 
ne acquired land on which 
he built a casina for his art 
collection and around it 
created the park still 
known nowadays by Ro- 
mans as Villa Borghese. 
True to family tradi- 
tion, Scipione’s collecting 
methods were sometimes 
bizarre. Raphael's "Deposi- 
tion” was reputedly stolen 
for him by monks from a 
church in Perugia. Among 
his six Caravaggios was one commissioned 
for St Peters but conveniently judged un- 
suitable for that site. Yet whatever his col- 
lecting habits, Scipione showed courage by 
patronising the newcomer Bernini, an art- 
ist whose fluid handling of materials and 
novel range of facial expression were, to 
some, shockingly bold. Among his many 
statues permanently in the Borghese collec- 
tion, the "Rape of Proserpine" (1622), the 
"David" (1623) and the "Apollo and 
Daphne" (1625) treat familiar biblical or 
mythological subjects in utterly new ways. 
Shocking, too, was Bernini's violently 
hot temper, tolerated or abetted by his 
church patrons throughout a long career. At 
40, jealous of his beautiful mistress, 
Costanza Bonarelli, Bernini dispatched a 
servant to slash her face. (His brother and 


Bernini made St Teresa swoon 
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helper, Luigi, also disgraced himself by 
sodomising and half-killing an apprentice 
boy in St Peter's.) Nobody knows whether 
Cardinal Scipione used his villa to give the 
kind of parties for which the Baroque age 
was famous. If he did, it is doubtful that he 
held them in the casina where his marvel- 
lous art collection might be damaged by 
drunken revellers. 

The Scipione collection now belongs to 
the state. What was generally considered It- 
aly’s most famous private collection be- 
came public at the beginning of this cen- 
tury. Hard up as it was, the Borghese family 
was forbidden to sell its main treasures to 
eager potential buyers abroad. Instead, the 
property and its contents were sold to the 
newly unified Italian state for what seemed 
a pittance: the Kaiser Friedrich museum in 
Berlin would have paid more for one great 
work alone, Titian's wonderful early mar- 
riage painting for Niccolo Aurelio known 
as “Sacred and Profane Love". 

After Scipione, Bernini emblazoned 





Rome as builder for Urban VIII and later 
popes. The religious sculptures he did from 
the 1640s on were perhaps the last flourish 
of great Christian art. His reputation fell af- 
ter his death in 1680, Napoleon notwith- 
standing. To neo-classical taste he was too 
showy and theatrical. His assembly-line 
methods and his use of assistants even for 
finishing fitted ill with the heroic, early 
20th-century slogan, “Back to the stone”. 
Yet his visual intelligence was always su- 
preme. Now, in an age at ease with emo- 
tional spectacle, mixed media and shared 
credits, his reputation could scarcely be 
higher. If you cannot get to Rome, Charles 
Avery’s new book, “Bernini” (Thames & 
Hudson; £45), with photographs by David 
Finn, is a decent second best. 
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Lyric poets 


Another way to say "| Love You" 


American songwriters of the 1930s and 1940s were poets of their age. Their 


love songs have never been forgotten 


We said goodbye with a high-ball, 
Then I got as high as a steeple, 
But we were intelligent people, 
No tears, no fuss, 
Hooray for us ... 


F YOU can identify the chorus which fol- 
lows this wry verse*, you may agree that 
the real poetic voices of mid-century Amer- 
ica were not only ee. cummings or Ezra 
Pound, but, among dozens of lesser known 
names, also Hammerstein and 
Hart, Cole Porter, Irving Berlin and 
Ira Gershwin—older brother to 
George, whose centenary falls on 
September 26th. 
The verse quoted above was by 
Leon Robin, who also wrote: 
Venus de Milo 
Was noted for her charms 
But strictly between us 
You're cuter than Venus 
And what's more you've got arms. 


Robin remarked that “It’s not easy 
to say ‘I Love You’ without saying 
it”, a sentiment with which Yip 
Harburg, another of the great pre- 
war lyricists, concurred: “The task 
is never to say the thing directly, 
and yet to say it—to think in a 
curve, so to speak.” 

Love was these poets’ stock-in- 
trade, as it was never to be again. It 
has been estimated that in the 
1930s and 1940s—the decades of 
economic misery and then war— 
88% of all published songs were 
love songs, a considerably higher 
percentage than before or since. 

Yet even in the lyricists’ heyday, 
there were problems other than saying it 
without saying it. P.G. Wodehouse, Jerome 
Kern’s lyricist, identified one. If he wrote 
the lyric first, it looked too regular on the 
page, but if he already had the tune, he 
could produce marvels of conversational 
verse. 

I love him because he’s... 

I don't know... 

Because he's just my Bill 
Many of the composers and lyricists were 
immigrants who adopted English as their 
second language. They used it with delicacy 
and respect. Some, like Irving Berlin (born 
Israel Baline) and Harold Arlen (born Hy- 
man Arluck) were Jews. Both their fathers 
were cantors. George and Ira Gershwin 
were the grandsons of a rabbi from St Pet- 


*The verse leads into *Thanks For the Memory", Bob 
Hope's signature tune. 
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ersburg. Among the few non-Jews, Johnny 
Mercer and Hoagy Carmichael stand out, 
along with Cole Porter who, growing con- 
cerned that his songs were not selling, real- 
ised that he had to “write Jewish” and did 
so. The tunes for "I Love Paris" and "My 
Heart Belongs to Daddy" come straight 
from the shtetl. 

"The cleverest lyricists are seldom big- 
hit writers," Lorenz Hart once said. The au- 
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Playing's the easy part 


thor of "Blue Moon" had to rewrite the 
song three times before it became the huge 
hit it still is today. The final version he re- 
garded as doggerel. Nonetheless Hart, in 
decline, continued to provide words of 
sublime cleverness. In *Pal Joey" he wrote 
his anthem to sexual frustration: 

I'm dumb again 

And numb again, 

A rich, ready, ripe little plum again, 

Bewitched, bothered and bewildered am | 
This song was endlessly censored, and Hart 
could not have been delighted when the 
last line of the triolet: 

l'll sing to him 

Each spring to him 

And worship the trousers that cling to him 
was sanitised into: 

And long for the day when | cling to him. 
Even the acknowledged poets of those years 
could not ignore the performers who 


Il 


would be delivering their lines. Porter 
made sure that "Night and Day" remained 
within the very limited range of Fred 
Astaire, who was to sing it on stage. Oscar 
Hammerstein knew that “What's the Use of 
Wondering” was one of the prettiest tunes 
in “Carousel”, but also that the final and 
poignant line, “and all the rest is talk” was 
going to be a demon to sing. What soprano 
could throbbingly hold the final note when 
she was having to cope with an “Ik” sound? 
It would have been a hit, Hammerstein 
later confessed, if he had ended the lyric 
with the weaker but more singer-friendly 
line: "Thats all you need to know". He 
didn’t and it wasn’t. 

As the regularity of ragtime and blues 
was thrust out of the way by the edginess of 
bee bop, the lyric writers were 
forced to shift. The lyrics of songs 
like “The Man I Love”, which the 
Gershwins wrote for young girls sit- 
ting on fire escapes on hot summer 
nights in New York were memora- 
bly direct. But how were they to 
cope with the new unease? Here 
are the last two stanzas of “Fasci- 
nating Rhythm”: 

I know that 

Once it didn't matter - 

But now you're doing wrong; 
When you start to patter 

I'm so unhappy. 


ws 


Won't you take a day off? 
Decide to run along 
Somewhere far away off - 
And make it snappy! 
Oh, how I long to be the man 
| used to be 
Fascinating Rhythm, 
Oh, won't you stop picking on me? 


The language has become dislo- 
cated, perverse. Then miraculously 
the long line, referring back to the 
good old days before music, life 
and love became syncopated, is en- 
tirely on the beat. “Fascinating 
Rhythm", as sung and danced by Fred and 
Adele Astaire, formed the high spot of 
"Lady Be Good". Hermione Baddeley 
asked, "Can they be human?" 

It was during the war years that sophis- 
tication became passé. Songs were for men 
and women who were continents apart. 
Frank Loesser wrote his plangent ballad: 
"Spring Will Be a Little Late This Year" and 
Cole Porter his two great hymns to separa- 
tion, "You'd Be So Nice to Come Home To" 
and "Every Time We Say Goodbye". Every- 
thing was changing. The theatre of war had 
replaced the theatre of dreams. Love songs 
looked back to childhood or forward to 
longed-for reunions. Even with the war 
over, it was no time to be clever. Surreys 
with fringes and whiskers on kittens were 
all that was needed, and the art of the lyric 
was never quite the same again. 
———Á'——Á—— — n———— tii 
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OBITUARY 


Edwin Weinstein 


CCORDING to Edwin 
Weinstein, Ronald Reagan 
was exhibiting symptoms of 
Alzheimer's disease during the 
final years of his presidency. Mr 
Reagan's presidency ended in 
January 1989. In 1994, in a mov- 
ing "letter to America", he dis- 
closed that he had recently been 
told that he had the disease. The 
disease is now advanced. Mr 
Reagan's doctors have denied Dr 
Weinstein's claims, and he ap- 
peared to accept that there was 
no deliberate cover-up. Al- 
though many years have passed 
since a German neurologist, 
Alois Alzheimer (1864-1915), 
chanced on his discovery during 
an autopsy on the brain of a 
woman, it is still considered dif- 
ficult to recognise the disease in 
its early stages. If Mr Reagan 
seemed forgetful and confused 
at times, this was simply the 
great communicator on an off- 
day. Dr Weinstein wanted the 
presidential medical team to in- 
clude an expert on brain disease. 
He was deeply concerned, he 
wrote, about the impact of ill- 
ness in a political leader on na- 
tional and international events. 
One of Dr Weinstein’s alarm- 
ing achievements was to remind 
the world that much of it is run, 
or has been run, by sick people. 
Boris Yeltsin’s heart may be no 
more reliable than the rouble. 
Deng Xiaoping retained influence into his dotage. The Chinese 
(and the Japanese) seem to revere the aged, but there is no evi- 
dence that their leaders are more immune to senility than Mr 
Reagan is. 


The big idea 

The American presidency this century is a fruitful territory for 
the morbidly minded. Franklin Roosevelt was a cripple, John 
Kennedy was in constant pain from a back injury, Dwight Eisen- 
hower had a heart attack. Dr Weinstein wrote what he called “A 
medical and psychological biography” about Woodrow Wilson, 
who was president from 1913 to 1921, the years when American 
foreign policy was set for the rest of the century. But throughout 
this period Wilson was incapacitated, sometimes severely, as a 
result of damage to his brain brought on by a series of strokes 
before he became president. 

After the first world war, America’s big idea to create perpet- 
ual world peace was the League of Nations. Dr Weinstein notes 
that, when the League was first proposed, an opinion poll 
showed that Americans overwhelmingly supported it. But in the 
autumn of 1919, when the League was being discussed in the 
American Congress, Wilson had yet another stroke, more serious 
than the earlier ones. With isolationists and others suspicious of 
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Edwin Weinstein, student of presidental 
ills, died on September 7th, aged 89 


Europe dominating the debate, 
Congress refused to ratify the 
Versailles treaty, which pro- 
vided for the League. Dr 
Weinstein said that, had Wilson 
not been afflicted, “his political 
skills and facility with language 
would have bridged the gap” be- 
tween supporters of the treaty 
and the opposition. As it turned 


port of the world’s most power- 
ful country, was unable to stop 
aggression by, first, Japan, then 
Italy and Germany. Congress in- 
deed remains hostile to the 
League’s successor, the United 
Nations, and is at present refus- 
ing to pay its dues of more than 
$1.5 billion. 

Dr Weinstein, a New Yorker, 
Started out as a conventional 
physician. While working in a 
Chicago hospital in 1934, he car- 
ried out an autopsy on John 
Dillinger, a bank robber who 
had been shot dead by FBI 
agents. During the second world 
war he was a surgeon in the 
American army. In his luggage 
on his way home after the war he 
carried, for future study, the 
brain of Benito Mussolini, the 
Italian dictator who had been 
killed by partisans. 

Along with studies of the 
brain, Dr Weinstein wrote à 
number of papers on the practi- 
cal uses of psychiatry. After John 
Kennedy was murdered in 1963, Dr Weinstein prepared a study 
for the Central Intelligence Agency on domestic and interna- 
tional threats to the presidency. 

As a teacher of neurology in various institutions, Dr 
Weinstein became increasingly interested in what he called the 
"Denial of Illness”, the title of another of his books. “Denial 
personalities," he said, “regard health and illness as a matter of 
personal duty and responsibility." Like the characters in Samuel 
Butler's "Erewhon" (where illness is a crime) “they react to inca- 
pacity with feelings of embarrassment, shame and guilt." Such 
people were often successful in their work, but were stubborn 
and insistent on being "right". 

Dr Weinstein regarded himself as a tolerant man. He ad- 
mired those who carried on their everyday lives despite infirmi- 
ties. Insisting on being “right” in your own circle might be irritat- 
ing but probably did no lasting harm. What bothered him was 
similar behaviour by the captains and the kings with power over 
others. Woodrow Wilson’s illnesses were kept secret, and he only 
reluctantly gave up the idea of standing for a third term. Eisen- 
hower's ill-health was played down, as was Kennedy’s. Roosevelt 
was rarely seen by the public in a wheelchair. Dr Weinstein's 
researches, and perhaps the prying power of television, may 
have changed things a little. 
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An innovative executive MBA 


A joint venture of three top business schools: 
Krannert Graduate School of Management, 
Purdue University, USA, 
Tias business school, Tilburg University, The Netherlands. 
Management Development Centre, Budapest University 
of Economic Sciences, Hungary. 


Two degrees: 
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AACSB accredited. 
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. development packages with the private, public and voluntary Initially, the post holder will report directly to the | egion b: 
sectors to stimulate investment and creale jobs through the Director and will hep to prepare the Agency's regional 
reclamation of unused land or buildings and the promotion strategy. He/she will also undertake specie devoti | 
of subsequent development opportunities. casework, particularly where extensiv search work i is: 


_ Applications are invited for the post of Planning/Research necessary. 


- "Economist within our South East Regional Office currently 





The successful candidate will possess an app 


based in Guildford. B 
r ON l | professional qualification and an. excellent knowledge 
The principal duties of the post are to: of the property market. DN I 
* Monitor economic trends across the region in terms of the tae 
property market, initiatives by other public and private English Partnerships operates a Performance Related Pay 
bodies and trends mn the regional 7i local economy. Scheme, therefore future salar y incredses will be deter mined 


= i rmance. 
* Commission research into the above areas where such by performance 


work is not being undertaken by others and issue reports 


ips Pension transfer arrangements will à and a cor leasin 
for private or public circulation. 3 ppl y 3 


scheme is available. 

* Provide o research service to the regionol office's 
development teams either by carrying out specific research Write or phone for an application form to be returned by 
at their request or engaging external consultants to do so. 12th October 1998. 


Head of Personnel, English Partnerships, St George's House, Kingsway, Team Valley, Gateshead, 
yne & Wear NEII ONA. Tel: 0191-497 7628. 






| | LASALLE UNIVERSITY 

| Off Campus Degrees 

| BACHELOR + MASTER'S « DOCTORATE f | 
| — Credit for Work & Life Experience | 
1-504-626-8904, Dept. 136 
&20 Lotus Dr. M > Mandeville, LÀ 70471 USA 


E http-www.distance.edu 
. LASALLE EDUCATION CORPORATION 
























* Short and Long Term En ; j | 
Energy, Chemicals and Environment. Dept. 


| For a project covering: Energy Efficiency : £nergy icy - -Energy Management 
- Energy Supply/Demand - Legal and institutional Matters - Environment 







| Experience gained in China is advantageous in particular for the Team Leader. 
Mandarin language skills are a plus. E.U. nationality is a requirement, 


Sector Manager 
Agbeuitin. & Rural ybi 










Degree or Pus) reporting to Pun Depart Tie 
preparation and follow-up of project tenders ar 
implementation. unn iA of. Engi ish 
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The Government of Guyana and DFID have completed the first phase of a project to strengthen the institutional and operational capacity of the Guyana 
| Forestry Commission (GFC). The project's objective is to enable the GFC to effectively fulfil functions in support of sustainable, ecologically sound and 
| socially integrated forest management systems. 

During the first phase National forest policy and legislation was reviewed and updated, management structures and procedures within the GEC were 
. improved and forest management systems and standards were developed. The second phase will further develo 


i i : : | E! P forest management systems, introduce and 
» integrate socially appropriate forestry practices and support the development and delivery of forestry education and training. x 


A 1 t "SS 
assist the Forest Resources Management Division to develop and introduce improved procedures and systems for planning, management and i 
g Of forest operations and for revenue collection - This will involve working closely with the staff of the Division to jie the process of 
al change and strengthening which will include intemal organisation and management systems, procedures and staff de 
























velopment. 
y you will: support the preparation and implementation of a strategy and procedures for the zoning and allocation of forest land; support the 













of guidelines for management plan preparation; promote formal linkages with research institutions and identify priorities for research in Support 
ement objectives; assist with the development of systems for the monitoring and auditing of forest operations as an integral part of the Code 

r forest management and support the introduction of a new forest revenue system. Assisting with the development of IT systems and | 

ures including databases, GIS, mapping and Operational procedures with the Forest Resources Management Division will also fall within your remit, 


- QUALIFICATIONS 


- The position demands a degree in forestry and a postgraduate qualification is desirable. At least 10 years? experience in tropical high forest management is 

essential. This should include experience working with forest services and with forest industries to develop and introduce sustainable forest management 

systems. Knowledge of forest operations and processes and of field survey and data collection techniques is also essential. Good communication skills and the 
bility. to work as part of a team are pre-requisite. | 


ase quote ref AH304/1C/PS/TE. Tel: 01355 843629. E-mail: d-senior&dfid.gtnet.gov.uk or y¥-patterson@dfid. gmet.gov.uk 


Working across all aspects of the project and the GFC, you will provide advice and support on all social issues, including 


















































E. 


the development of transparent, ^ 











dE accountable consultative processes, In addition, you will develop an informed understanding within the GFC of the need to ensure socially appropriate forest. pot 
CES management practices which will include workshops on international best practice and ways to adapt this best practice to the situation in Guyana. Youwil . | 
also work with the GFC to review the Code of Practice for forest operations, monitoring procedures and management plan guidelines and to develop the 

à] guidelines and indicators required in each to ensure socially appropriate forest management practices are developed. Contributing to the development of a 

curriculum at the University of Guyana and the School of Agriculture that includes the essential social analytical skills required to ensure good forest 

i] management practices will also fall within your remit. 

||| QUALIFICATIONS | 

|| You should have a degree in forestry or relevant social science and a postgraduate qualification is desirable. At least 10 years’ experience of working with 

21 forest services to develop more socially appropnate forms of forest management practice is desirable. Experience in social monitoring, impact assessments and 


participatory methodologies is important, as are strong gender analysis skills and experience of working with women at community level. In addition, you 
must be experienced with process project approaches and institutional reform programmes, in particular working with team-based approaches, through —— T 
facilitated workshops and other mechanisms to develop understanding and ownership of approaches. Practical experience of working with communities to 
develop community-based management practices and a consultative process is essential. Excellent communication, interpersonal, networking and team work: 
skills are essential coupled with considerable flexibility to respond to initiatives and opportunities as they arise. | i 


Please quote ref AH304/1C/AF/TE. Tel: 01355 843279. E-mail: d-senior&dfid.gtnet.gov.uk or y-patterson@dfid. gmnet.gov.uk 


: * : bed + i * 
| The University of Guyana and Guyana School of Agriculture have teaching programmes in Forestry which offer Degree, Diploma and Certificate level 
. | studies. The project is supporting curriculum development and training delivery at both these institutions. —- m 
.. ] You will be responsible for analysing, planning, implementing and assisting with the evaluation ofa range of programmes aimed at E and 
|. promoting forestry education in Guyana. This will require liaison and co-operation with forestry and academic institutions nationally, regionally and 
| internationally. | PE 
| You will work closely with both the Guyana Forestry Commission and the forestry sector which provide short term teaching inputs, facilitate field studies an 
attachments and eventually employment opportunities. Your work will include identification of training needs and lecturing at the University. E 
QUALIFICATIONS m 
You must have a degree in forestry or education and a postgraduate qualification would be highly desirable. At least 10 years’ experience in forestry and ` 
education is essential coupled with experience in the developmént and delivery of forestry education. A knowledge of tropical forest operations and processe 
excellent communication skills and the ability to work as a team member are pre-requisite, | i 
Please quote ref AH304/1C/JN/TE. Tel: 01355 843398. E-mail: d-senior@dfid.gmet.gov.uk or y-pattersonGdfid.gtnet.gov.uk ——— 
For all posts, you will be on contract to the British Government for 3 years in service to the Government of Guyana. Additional benefits will _ 
normally include variable tax-free allowances, children’s education allowances, free accommodation and passages and. annualfare-paidleave, —— — 
For all posts applicants should either be nationals of Member States of the European Economic Area (EEA), or Commonwealth citizens who have. 
an established right of abode and the right to work in the United Kingdom. > 
Closing date for receipt of completed applications is 23 October 1998. a 
For further details and application form, please write to Appointments Officer, Abercrombie House, Eaglesham Road, East Kilbride, Glasgow. 








G75 BEA, stating appropriate ref clearly on your envelope. 
DFID is committed to a policy of equal opportunities and a pplicntions for these posts are sought from both men and women. 


x ps : . Department for 
E, ; International 
| | Development 
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Oxford Analytica 


[OA leading intétmations] consultancy, drawing on the scholarship of Oxford and 
other universities and research institutions worldwide to serve the needs of 
business and governments for geostrategic, political, economic and social 
analysis requires a 


North America Editor 
and a 
Latin America Editor 


I Suecessful candidates for both positions will be responsible for commissioning 


| and editing for the Oxford Analytica Daily Brief The Latin America Editor will || 
| also be responsible for the Latin America Daily Brief. Candidates should have a | 


. frm grounding in the politics and economies of their respective regions and a 
keen interest in developments in them. A relevant graduate degree or work 
experience would normally be expected. Well developed analytical skills 
and the ability to write and edit with speed and accuracy under pressure 
are essential. 


Salary commensurate with experience. CVs to the 


Managing Editor 
Oxford Analytics 
5 Alfred Street 
Oxford OX1 4EH 


By October 18. j 





Ethiopia 


Field Cu Y j 


You will be responsible, in conjunction with the 
Africa Greater Horn and Regional Co-ordination 
Department, for taking forward the food security 
and natural resource aspects of DFID's strategy of 
assistance, as agreed with the Government of 
Ethiopia (GoE). These include a regionally based 
agricultural support to sustainable livelihoods 
project, currently under negotiation, support to the 
national strategic grain reserve, a rehabilitation 
strategy comprising NGO implemented projects, 


and the provision of emergency food aid. 


Closing date for receipt of completed applications 
is 16 October 1998. 


For further details and application form, please 
write to Appointments Officer, Ref No 
AH304/3/FK/TE, Abercrombie House, Eaglesham 
Road, East Kilbride, Glasgow G75 SEA, stating Ref 
No clearly on your envelope, or telephone Di 355 
843597 E-mail: j-grant@dfid.gtnet.gov.uk. 


DFID is committed to a policy of equal 
opportunities and applications for this post are 
sought from both men and women, 


Department for 
international 
Development 
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Graduate — Financial Advertising us 


City agency seeks recent graduate as a trainee account executive. 

This is a rare opportunity to learn how the worlds of fin ance 

advertising work. Would suit an articulate economics graduate 
with creative leanings. 








Apply with CV and covering letter to: quc EUM ide. 
Alan Chance, Allison Mitchell Limited, M 4 Anil Lane, tor : London & AS... 


Asian | Disaster er Preparedness Center 


URBAN INFORMATION AND 
NETWORKING MANAGER | 


| To manage the information eto a area of the Asian. Urban 
I| | Disaster Mitigation Program. Salary and benefits. is commensurate 
| with experience (US$ 16,000 - U5$30, 000/year E d | 


| | For more information see http //www.adpc. ait. cth Until Sept. 30, | 
| 1998. Mail to: B 

| ADPC, Asian Institute of Technology (A, i 
PO Box 4, Klong Luang 12120, Th 


| alland. 
| Fax: (662) 5245360 / Tel: (662) 524537 ball moc. th_ | 


Specifically, you will liaise and maintain regular contact with GoE 
Departments and other institutions involved in food security, agriculture 
and natural resources, to become fully conversant with government 
policies, strategies and programmes in these sectors, and to assess their 
potential effects on DFID's current and future programme. in addition, 
you will provide administrative supervision and support to the 
implementation of the Southern Regional Agricultural Support to 
Sustainable Livelihoods Project, and any other DFID funded GoE 
executed projects. Together with DFID specialist advisers, you wili 
monitor ongoing projects. participate in periodic reviews and comment 


on project reports. 
Qualifications 


The position demands a degree in agricultural economics, agricultural 2 
science or rural sociology and experience of project or. programme 
management. A minimum of five years’ experience of working in 
developing countries is required, some of which. will have been in 
countries of the Horn of Africa. Ethiopian experience | is highly desirable. 
You should have knowledge of, or have the ability | o learn, “Amharic. 
Applicants should either be nationals of Member States of the European 
Economic Area (EEA), or Commonwealth citizens who have an 
established right of abode and the right to work in the United Kingdom. 


Terms of Appointment 






Your contract will be with the British Governmei it for 2 
in Ethiopia. Salary will be c. £40,000 p.a. (UK taxabl 
will normally include variable tax-free allowances. children’s education 


years of service 





nal benefits 9 | 5 


allowances, free accommodation and passages. 
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WORLD MARITIME UNIVERSITY 


The World Maritime University (WMU) was established and is operating under the 
uspices of the International Maritime Organization, a specialized agency of the United 
-Nations and is located in Malmö, Sweden. WMU offers a graduate programme in 
specialized maritime studies, leading to the award of a Master of Science (MSc) degree. 
^ The working language of the University is English, and the students come mostly from 
CI Asia, Africa, and Latin America. i 

|... Lecturers in Port & Shipping Management 
«Applications are invited for the two following positions as Lecturer: 
| £eeturer, Port and Shipping Financial Management (Pos.No.981) | 
[The main duties of this post will be the teaching of the financial management component 
] f the. MSc courses in Port Management and Shipping Management: The successful 
] applicant will have an advanced degree (PhO) in economics, and preierably also some 
| professional/research experience in the part and/or shipping sectors, 


Lecturer, Maritime Technology and Statistics (Pos.No.982) 
The main duties of this post will be the teaching of the téchnology and 
statistics components of the MSc courses in Port Management and Shipping 
Management, The successful applicant will have an advanced degree (PRO in a relevant 
subject, and preferably also some professional/research experience in the port and/or 
shipping sectors. : 





The successful applicants will also be expected to contribute to the other academic 
programs of the University in relevant areas, Fluency in English - the University's 
| working language ~ is a prerequisite for both posts. ` 


The initial appointment for each post will be on a two-year contract basis, commencing 
on 1 February 1999. After the initial two-year period the incumbent will be eligible for 
contract renewals on a three-yearly basis. The annual salary, which is exempt from 
Swedish taxation, will be on a scale of L5$47,280 to 58,608, with annual increments of 
US$1,416. An amount equivalent to two months salary per year will be paid by the 
University inta an employee Provident Fund. f 


The deadline for applications is 15 November 1998 and should be addressed to the 
C Rector, World Maritime University, PO Box 500, 201 24 Malmö, Sweden, tek +46 40 35 
63.20 and fax: +46 40 12 84 42, e-mail eva halten@wmu.se. Please indicate the position 
number in the application, Further information on the duties and responsibilities of the 
position and the conditions of service may be obtained upon request. 








Institute of Southeast Asian Studies 


ISEAS-WORLD BANK RESEARCH FELLOWSHIPS 
FOR YOUNG ECONOMISTS | 


The Institute of Southeast Asian Studies (ISEAS), a regional research institute based in Singapore, 
is implementing a fellowship programme aimed at building research capacity in policy analysis 
in the developing countries of East Asia (including Southeast Asia). The fellowships are open to 
young policy-oriented economists below the age of 35. Awards will be made on a competitive 
basis. ISEAS invites applications for two categories of awards. 


Category A: Resident Fellowships of 3 months 
Eight awards will be made under this category. Preference will be given to young economists 
from Southeast Asia. Each award is tenable at ISEAS for a 3-month period, during October 
1998 to May 1999. Each awardee will be provided with return economy airfare, a monthly 
stipend of Singapore dollars 4000 - 4500 to cover living expenses, and research facilities at 
ISEAS. | 


Category B: Non-resident Fellowships : 

Ten awards will be made under this category. Award grants are for participation in the research 

project on The Social Impact of the Financial Crisis. Each award covers a research honorarium, 

assistance for research activities, and participation in two workshops in Singapore. Each country 

study will focus on the following: 

(1) Evaluation/Measurement of the social impact of the financial crisis, as it has transpired thus 
far, especially as this is differentiated according to economic sector, social class, and gender. 


| impact on health, education and training, and anti-poverty programmes and the participation of 
vulnerable groups in the design and implementation of adjustment programmes. ` 

The financial crisis project is expected to start in end October/early November 1998 and be 
|. completed by May 1999, Two workshops will be held, The first will be a preliminary workshop 
; atend October or early November, where fellowship awardees will make presentations regarding 
| data available, preliminary analysis of the country situation, and discussion of methodologies. 
The second workshop towards the end of the project will discuss the research outcomes. 


| Application Procedure 

] Applications for both categories of fellowships should include the following: 

| (I) Acover letter explaining the nature of the applicant's interest in the award 
(d Q)Acomplete curriculum vitae, including evidence of English competency 
-$ (3) Two references, including contact addresses 

(4) A sample of recent research and publication 


completion, and proposed budget 
The closing date for applications is 15 October 1998. Applications should be sent to: 


The Director, Institute of Southeast Asian Studies. 30 Heng Mui Keng Terrace 
Singapore 119614, Tel: 65-778 0955, Fax: 65-778 1735 
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(2) Analysis of the social impact of adjustment measures (including exchange rate and monetary | 
policy, teform of the domestic financial system, and employment protection), especially its | 


pee (5) A research proposal, outlining objectives of study, research methodology, time-schedule for | 





RECRUITMENT CONSULTANTS GROUP 


2 Lendon Wall Buildings, London Wall, Londen PL spp 
Tel: 0171-588 3586 or 0171-590 3676 
Fax: 0474-256 aso¢ E maii cjagraug tent 


Excellent opportunity for ambitic is profe 
looking to broaden horizons. - 


49» BOARD RESEARCH > 
— OFFICER 


£27,000-£35,000 | 
LEADING PROFESSIONAL BODY i 
For this new appointment applications are invited from bright |. 
graduates, ideally with a Masters degree, aged 27-35 with 2-3 years. ones 
experience of research, As part of the Professional Development team, | 
which has a reputation for excellence, you will be liaising with current | 
and potential research partners and sponsors on commissioned 
| research projects as well as drafting research proposals and findings for D 
dissemination by the department. You will also be developing and | 
maintaining effective contacts with the academic community here and | jm 
abroad and keeping a comprehensive research library of academic | 
literature relating to the functioning of boards of directors. Candidates 
must have good, concise report writing and presentation skills to assist 
with the organisation of research focus groups, seminars and symposia. 
This position would suit a self-starter currently working as an | 
economist, analyst or as an academic in an appropriate discipline, with | 
| an interest in director/executive development and good boardroom | 
| practise who is keen to broaden their skills as part of a highly regarded | 
| team. Excellent pension and other benefits including private health |. 
insurance. Applications in strict confidence, quoting reference 
BRO7830/E to the Managing Director, CJA. Tel: 0171-638 | 
8987 (Direct line). ! | 


Sib 


SWISS INTERNATIONAL BANKING SCHOOL 













































LONDON 































































918 Swiss International Banking School Ltd. in Basel, Switzerland, is offering a three-year 
Bachelor of Sciences (Hons.) degree course in International Banking Management (sub- 
ject to validation). The course is open to students from all over the world and commences 
in July 1999 at the school in Basel. The course study language is English and the course 
will be taught in co-operation with the School of Finance and Law, Bournemouth Univer- 
sity, United Kingdom. The curriculum systematically covers the whole spectrum of bank- 
ing activities at international! banks, in addition to core business administration and 
general background. SIB is inviting candidates to apply for the following posts: 


DEAN 

The Dean will be initially responsible for developing the course in co-operation with 
Bournemouth University and SIB management. Thereafter, he will manage the academic 
affairs of the School and also be personally involved in teaching. The Dean maintains 
regular contact with Bournemouth University and other institutions of higher learning, 
with the industry's professional associations and other bodies relevant to the School's aca- 
demic development. The Dean monitors developments in the banking industry and 
co-operates with Bournemouth University to ensure that the course remains in line with 




















industry practice. The Dean reports directly to the School Management which is respon- 
sible to the University for meeting and maintaining its rigorous academic standards. 
Candidates will hold a PhD in Business Administration, Financial Management, Accoun- 
ting or a related field from a recognised university. Ideally, the candidate is familiar with 
the management of academic affairs at English-/American-run universities, as well as 
with modern methods of teaching and research. Some years of experience in o bank or 
financial institution would be an added advantage. jain should be submitted as 











soon as possible. The post is in Basel, Switzerland. All candidates should send a hand. 
written application together with a CY and porion photograph, as well as copies of all 
educational certificates and employment referentes to: 








SIB Swiss International Banking School Lid., 
c/o IHTTI, St. Albananlage 64, 
4052 Basel, Switzerland. 













"T Deutsches Institut für 
d | Wirtschaftsforschung 






Konigin- Luise Str. 5, 14191 Berlin 





















Das Deutsche Institut für Wirtschaftsforschung ist eine. T bk 
gemeinnützige Einrichtung zur Erforschung der wirtschaftl ichen Vorgange i im In- 
und Ausland. Mit seinen Gutachten und Berichten leistet das Institut Beiträge zur 
wirtschaftswissenschaftlichen Forschung und Politikberatung. Das Institut wird 
von einem Vorstand geleitet, dem der Prásident und der Vizeprasident angehoren. 
Das DIW gliedert sind in sechs Fachabteilungen und hat gegenwártig knapp 200 
Mitarbeiter/innen, davon etwa 100 Wissenschaftler/innen. 


Prásidenten/ 
Prásidentin 


Der/Die Pràsident/in ist Vorsitzende/r des Vorstands. Er/Sie führt die laufenden Geschäfte des Instituts und vertritt das DIW in wissenschaftlichen 
Gremien im In- und Ausland und in der Offentlichkeit. Der/Die Stelleninhaber/in ist gleichzeitig Hothachutearerin mit eingeschränkter 
Lehrverpflichtung an einer der Berliner Universitäten. | 






I. Gesucht wird eine in der empirischen Wirtschaftsforschung und deren theoretischer Fundierung international ausgewiesene Persónlic akei „di 
~~ auch mit der Analyse wirtschaftspolitischer Fragen und der Realisierung von Lósungsansátzen bestens vertraut ist. Die Bewer oer/innen müsst g 
die Fähigkeit zur Führung und wissenschaftlichen Leitung eines großen Instituts haben. Erfahrungen als Hochschullehrer/in werden vorausgesetzt. m uu 


Die Einstellung erfolgt in Anlehnung an die Besoldungsgruppe C4 des Hochschultarifs. Der/Die Prasident/in wird mit einer der Berliner. Universitaten E 
gemeinsam berufen und vom Kuratorium des DIW bestellt. Die Amtszeit betragt fünf Jahre; Wiederwahl ist móglich. T 





Das DIW ist besonders an Bewerbungen von Frauen interessiert. Schwerbehinderte werden bei gleicher Qualifikation. bevorzug t berücksichtigt. 


- Bewerbungen mit Lebenslauf und Veróffentlichungsverzeichnis werden bis zum 30. November 1998 an den. Vorsitzenden des Kuratoriums des 
-DIW erbeten. Pb S 













JOB HU NTL G INTERN: | \TIONA, ALI YR Z 
Executive earning $50K-S00K-+. Career searching into, within or out of 


Asia/Europe/U.S.? A new position is closer than you think! Free info. | 
www.CareerPath.co.uk E-mail: cpasiaibkk loxinfo.co.th 






ASSISTANT 























FIL | R MIR o, R 
C H EF D E CAB | N ET at ^y, /* Fax: D ^, 
0 fk T (662 (662) 0 Np 
UNRWA - a United Nations Agency providing education, health and relief 4 T. » 2674685 | Po CS 


services to 3.5 million Palestine refugees in 5 locations in the Near East, 

requires an Assistant Chef de Cabinet at its Headquarters in Gaza. Reporting to 
-the Chef de Cabinet, the incumbent has a range of responsibilities aimed at 

supporting the Commissioner-General and Deputy Commissioner-General in 
< athe establishment of policies and executive direction and expedition of work 
ofthe Agency. Specific tasks include the preparation of reports/ 
- [^ correspondence for intemal and external purposes, substantive writing on a 
."]. broad range of policy-related and administrative issues, liaison with UNRWA 
|. offices and UN bodies, representing UNRWA at meetings & conferences, 
= | preparation of Commissioner-General's annual report to the General 
— Po Assembly, etc. Requirements: Advanced degree in public/business 

]. administration, social science, law or related field plus at least 6-8 years of 
relevant experience, incl. 4 years in an international organisation. Language: 
excellent written/ spoken English with advanced drafting skills. Arabic and/or 
Y | emuneration: The post is at P3/P4 level. Grade of selected 
epend on experience/ qualifications. Annual net (tax-free) 
| 1,000 (single) and $68,000 (with dependents); P4 





The creme always rises to the top, 
so why shouldn't you? 


Looking for the way to achieve that higher level of income? If 
you're an international senior executive, over 40, and currently 
earning +100K per year, we can assist you in „attaining your. t 
goals. At Resume Broadcast international, our tea 2 
your career search with the expertise you have come to expe T. 
Our commitment is not just 40 hours per week, but 24 hours a - 
day, 365 days a year. Contact us at Tel: (909). 866-4213, Fax: 
(909) 866-4244 or E-mail: 102224. 3306@compuserve.com 
today and watch the doors to opportunity open tomorrow. 
















2,000 (single) and $80,000 (with dependents) plus attractive fringe benefits 
ackage (education. grant, dependency allowance, home leave, family visit 
pension fund, health plan and generous annual leave provisions). Initial 
ontract: 1. year, extendable, Gaza is currently a non-family duty station. An 
dditional allowance may be payable for the maintenance of a second 
ousehold.. Spouses may reside with the staff member in Gaza but not 
: .. Where spouses choose to reside i in Gaza such additional allowance 



































e su me E Resume Broadcast International 
Re eut a$"  POBOX2892, Big Bear Lake, California CA92315, USA. 
SH iin cent v 


Tel: *1 (909) 866 4213, Fax: *1 (909) 866 4244. T. 
Email: 102224. 33066 'ompuserve.com 





nterna 


Managing the s conn | 
A Semi-Annual Colloquium on Complex Systems and th 
Boston, Mass, Octaber 22-25, 1998. For More inf 
Second International Conference. 
Nashua, NH (near Boston, MA), banus 
Speakers Inciude: Peter Senge, Michael Hi en 
For More: info: : hi 
Emergence: A journal of Complexity issues in Organ: 
For More Info: http: VANS. emen 


lanagemént ^ — 
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| The University of the West 
Indies, Mona, Jamaica 












Professor/Senior Lecturer 
in International Relations 
. Department of Government | 

: Fay of Social Sciences 







intermatiónal iiec (e 
trade dii Investment) 


— 















Caribbean { Wie NAFT 
and/or the North Atlantic are d and Internat 
International Politics. * 


Su HE should also poe ext inei 



















the Department; contri ibute significantly to the development : 
and teaching of postgraduate and undergraduate studies in 
International Relations: and actively encourage the 
development of graduate students and junior staff members. 
Detailed applications giving full particulars of qualifications 
and experience, date of birth and names and addresses of 
three referees should be sent as soon as possible to the 
Assistant Registrar (Centre), Office of Administration, 
The University of the West indies, Mona, Kingston 7, Jamaica 
(fax: (1 876] 977 1422; email: chewittGuwimona.edu.]m) — — 
| from whom application forms and further particulars of the 
| post are available. Further particulars are also available from ` 
5 the Association of Commonwealth Universities (46868), 









36 Gordon Square, London WCLIH OPF (tel: 0171 387 8572 
Ext. 206; fax: 0171 383 0368; email: appts&?acu ac uk). 
Closing date for receipt of applications; 16 October 1998. 
A member of the Association of Commonwealth Universities 


U.S.A. CORPORATIONS | 
& LIMETE D LABILITY COMPARES 


Foreign 
Liability Protection. Flow- Through Taxes. 





— rated #1 in Callback 


3997 International Telecommunications Association. 


e Business, residential, and 
cellular savings. 


* Earn Free air travel with 
WorldMiles program. 


e join the prestigious 
lustice Agent Program. 


TICE 


TECHMOLOGY CORPORATION 












It's just what you're looking for. 
Mention this ad for a sign-up bonus, Agent inquiries welcome, 
1-310-526-2200 . 1-310-526-2100 fax 






www. justicecorp com 
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CORPORATE SERVICE CENTER, INC, 


| http //www.CorporateServiceCenter.com. | 
NEVADA « WYOMING | | 


THE BANK FOR INTERNATIONAL 
SETTLEMENTS 






is an international organisation which was established in 1930 to 
promote cooperation among central banks, and to provide 
additional facilities for international financial operations. The 
Bank has its headquarters in Basle, Switzerland, and a | 
Representative Office for Asia and the Pacific in Hong Kong. : 
SAR. The BIS employs approximately 470 members of staff — 
from 28 countries. A position is now open in Basle, in the. 
Bank's Information, Press and Library Services, for a 



















The successful candidate will serve as deputy to the Head of [| 
IPLS, supervising routine contact between the BIS and the 
financial news media, central bank press offices and the general 
public; and assisting with strategic planning and project — 
management, as well as with initiatives to develop information | 
office services. Further responsibilities will include management 
and organisation of external information for the use of BIS 
customers, project management and editorial duties. 

























Applicants should hold professional qualifications in journalism. 
and economics or finance. In addition, editorial experience as a 
journalist or a minimum of three years’ experience in the press 
office of an international financial organisation is desirable. 


Strong interpersonal skills and knowledge of current trends in 
information development and content management are essential. 
Proven project management skills are required, as is evidence 
of supervisory or team leader skills. In addition to excellent 
written and spoken English and German, fluency in an 
additional main world language would be an advantage. 


The Bank offers attractive conditions af employment and the 
opportunity to work in an international environment. . 


Candidates should send their application together with 
references, and quoting the reference number 98487, to Human 
Resources, Bank for International Settlements, 4002 Basle, 
Switzerland 


I DELAWARE a 
CORPORATIONS a 












Ownership Allowed. Corporate 
Free information Packet 


1475 Terminal Way, Suite E 
Reno, NV 89502, U.S.A. 
702-329-7721 * FAX: 702-329-0852 













| CITIZENSHIP & PASSPORT ff 


| Confidential Service Direct From Belize 
FULLY LEGAL PROGRAMME 
Generous Visa Free T ravel 


From US$45, 000. inclusive 


Belize Passport Consultants Ltd. ] 
944 Orchid Garden, P.O. Box 165 | 
Belmopan, BELIZE 
Tel: + 501 8 22759 
Fax: + 5018 23785 
Government License 981001... 
ttp //www.visafree.com 





113 





SM. Resp 


















gti The United Nations 
University 


WIDER 
World Institute for Development Economics Research 


WIDER, a leading research centre of the United Nations University 
(UNU), located in Helsinki, Finland, invites applications for: 


| 

i 

| 

| 

| 

| 

| 

| 

| 

| 

| 

i 
1999 RESEARCH INTERNSHIPS, which provides Ph.D. students from | 
universities world-wide an opportunity to conduct research directly | 
with WIDER faculty 4-6 months, commencing either in March or | 
August 1999, on a topic related to the research programme of | 
WIDER. Special emphasis will be given to students from | 
developing/transitional countries. Travel grant and stipend will be | 
provided. Applications should include a letter of reference from | 
applicants' supervisor(s) and a formal agreement from the candidate's | 
own university authorities, as well as the preferred time for | 
internship. Forms can be downloaded from the WIDER homepage at | 
the website, obtained by e-mail (wider@wider.unu.edu) or by writing | 
to WIDER. 
| 

i 

| 

| 

| 

| 

| 

| 

| 

i 

| 

i 

| 

| 

| 

| 


1999 SHORT-TERM SABBATICAL PROGRAMME offers overseas 
researchers and academics an opportunity to spend 2-5 months 
]| (except July and August, interact with the academic staff and 
1. contribute to the WIDER research programme with a paper(s) to be 
included in a WIDER publications series. Applicants must arrange 
sponsorship to cover participation costs. Financial support will be 
provided to partially cover living expenses. Three to four scholars 
will be selected. Applications should include a detailed CV, list of 
publications, topic of proposed research and preferred tíme for the 
sabbatical. 


Research areas include: economics of transition, long-term 
development issues in sub-Saharan Africa, institutional and 
distributive issues, economic causes of conflicts, international trade 
and finance issues, and global governance. 


Information on WIDER and details of the above programmes can be 

obtained at the website (http//www.wider.unu.edu). Applications for 

|. both programmes should be received by 31 October 1998 at the 

. following address: 

Ph.D. internships/Sabbatical, UNU/WIDER, Katajanokanlaituri 6B, 
00160 Helsinki, Finland, Fax: 358-9-615 99 333. 

onses will be provided only to those applicants who qualify for the programme Po 


— €: 
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LOS ANGELES-based film production 
company offers investments from 
US-$ one million up. Please contact 
our German subsidiary via fax on 
++49 5451 15 116 


| FINANCIAL ADVISORS 
| SAVE CLIENTS UP TO 
-50% ON BANK LOANS! 














THE WORLDWIDE GUIDE 
TO SERVICED APARTMENTS 
FREE COLOUR GUIDE 


OSE 


The Apartment Service 
Tels +44 (0) 181-944 1444 
Fax: +44 (0) 181-944 6744 

internet: hitp/Awww.apartment.co.uk 
E-mail: sales@apartment.co.uk 


| to equal opportunities A 























































providing good quality, — 


affordable housing and 


SERVITE 


itt A IER A et NIE ELIAS 


. HOUSES 

















Chief Executive 


PF West London £75k plus 





Car 


Founded in 1945, Servite Houses is a leading not-for- 
profit provider of housing with support throughout 
England. Servite currently provides nearly 7,000 homes 
meeting a wide range of needs including frail elderly 
people, families and students. Within five years an 
anticipated investment programme of £30m per annum 


The Chief Executive must balance leadership of 700 staff | 
with the strategic and management skills required bya p 
committed, professional organisation. | | 


For further information contact HACAS Recruitment, 
United House, North Road, London N7 9DP. Telephone: | 
0171 609 9491. Fax: 0171 700 7599. For a personal 
discussion telephone Derek Joseph, Lead Consultant. 






Servite Homes is committed 


eS 


Er 











The German city of Leipzig is the traditional gateway 
to Eastern Europe. Today the nodal point Leipzig is welt 

fitted to serve as the commercial hub of more than a regio! 
A new frontier requires appropriate location. Wed 
let, but offer the service to ease your economic commi 
ment in both East Germany and Eastern Europe: — — 





ot just: 


modern Facility Management provides 
8000 sqm fitted with the latest high- 
quality communication technologies 

_« only 15 minutes drive to the city centre, 
10 minutes to airport and autobahn 

« attractive architecture adds to the 

Park Identity 


« offices vary from 20 to 3500 sqm 
» Polish, Hungarian and Czech 
Good ideas have a location: - n | 
Innovationspark Leipzig-Lindenthal. ` 

We are happy to send you further 


information. 
Please contact us by phone: (++49} 03 41/46 64-130... 
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| COLLEGE 


Hampshire 


SIXTH FORM 


SCHOLARSHIPS 
i for September 1999 





|| Winchester College invites applications from boys with all types of | 
tional background who wish to enter the Sixth Form next | 
iber, either as boarders or as day boys. 


-f Upto four awards are offered to boys taking GCSE i in the summer | 
| of 1999. Awards have a maximum value of half of the full fee, but | 
| additional financial assistance may be available to award winners | 

on a means tested basis. | 












| Examinations will be held at nid on 29 & 30 iu 1999. 


-For application forms and further details please contact: 
The Headmaster’s Secretary, Winchester 
College, College Street, Winchester S023 9NA. 
FP Tel: 01962 621100 Fax: 01962 621106. 
Please quote reference E. The closing date for 
applications is 20 November 1998. 


Winchester College i5 a VAT Labo: charity 






dedi aed X education 


Our Traveler's Litigation 
| b - Bagi is made with our 

i | Flexible Unwreckable™ 
— frame to double as your 
| laptop bag. Inside the 

| 19" bag, our Insiders™ 
dividers protect your 
laptop and organize A4 
y and letter- size papers 

PU vertically side by side mak- 
ing space for an extra shirt. Our 22 
est carry-on size) hol ds your laptop, letter- 
d binders vertically side by side, and two 

i suit vrinkle- free (in our Suitfolder). We make 
hard-working travel goods for frequent business travelers 
and sell direct to you. Please call for our free catalog. 


Walnut or black leather 19x 13x 8'$795.. 22x 14x 8" $ 1,050. 













Ld 


























GLASER DESIGNS 
. Traver Goops MAKERS 

32 OTIS ST. SAN FRANCISCO, CA 94103 
z O "PHONE 415-552-3188 FAX 415-431-3999 
TOLL FREE 800-234-1075 ECON(ZGLASERDESIGNS.COM 
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Pi muamini Ni nat tte NAN OC Rt MUERE HANAN AROMA SUPE NUON WO STAC EN EPHRATA Noro Nee reo fe in 
a 


| Spain.............45€ Italy.............. 34€ 
| oe a s iignp oe Australia...... e 


| Conference Agenda and Topics 









Pe AAEE 


——— M: 


ANO Economic Forum ^98 


The Window for investment, 
Trade and Infrastructure Development, 
Washington, D.C. 


Wednesday and Thursday, October 7 and 8, 1998 
Mayflower Hotel 
1127 Connecticut Ave. NW. 
Washington D.C, 20036 


Organized By: yo Š 

Organisation of African Unity/AEC, United Nations Industrial price x 
Organisation, World Travel and Tourism Council New Africa Advisors, — 
US-Africa Chamber of Commerce, The World Bank Group, WorldSpace: P rus 


TCR SV ENEE 





Day One: hs 
Opening Session * FORUM ONE: Scenarios for Cooperation. with Africa: on n lest ent, 
Trade and Related issues * Lunch with Keynote Speakers - Two Africa Presidents. -— b 
* FORUM TWO: Positive Trends in Africa: Emerging Markets, Prospects and € allenges f 
* FORUM THREE: Overview of Sectorial Business Opportunities in Africa di 
* Reception * Private Sector Award 


Day Two: eles | ASEE 
Opening Session * FORUM ONE: One-on-One Business « * FORUM TWO: Cerilw l 

of infrastructure * Business Opportunities in Africa * Lunch with African Pre idents 

* FORUM THREE: Business Forum; One-on-One Match Making on Pre-ide Wu 
Investment Projects * FORUM FOUR: Establishing the Environment for Sustainable AE 
Development © Closing Session Highligh ts of Recommendations of Fora + Press 
Conference. 


1 
4 
| 
| 
| 
HE 
Special Focus On: | 
| 
| 
| 
i 









* Various African Countries from West, East, North and Southern Africa « One-on- One =: 
Business Match Making * Existing Mechanism to Facilitate Investment and 1 
irade Flows to Africa. 

Special Invited Guests, Participants and Keynote Speakers: 

President * Vice-President + Secretary Generals * Director Generals « Cabine 

Members ù Members of Congress * Finance and Trade Ministers « CEOS of Majo 
Corporations * International Financial Institutions * Heads of International 

Organization * Special Guests * Consultants, etc. 


For more information contact. 
U,S.-Africa Chamber of Commerce 


1899 L. Street, N.W., Fifth Floor, Washington, D.C. 20036 il 
Ter sedi 331 -7053 * bos THORA PPE J 











| g...35€ Germany... 2 5e. 















Instant Activation | 
Fiber-Optic Networks | 
Itemized 6-Second Billing 
Ideal for Home, Office, 
Hotels and Mobile Phones 











Agents | Wanted | 


Tel: 1.206.599.1992 » Fax: 1.206. 599. 9.198 2 


417 Second Avenue West * Seattle, WA 98119 USA 
www.kallback.com * Email: info @kallback.com 
































* Corporations and LLCs 
« Free name reservation 
+ Personal assets shielded $285.00 
« Confidential and cost effective Nevada $380.00 
e Full registered agent services | Utah — — — $270. 


FAX: 302-421-5753 TEL 302-421-5750 


] : E Mail: corp@dca net 
Registered Agents, Ltd. Weh Site: www.incusa.com 


KENNEN EE Ese MEE ^ 





Delaware $199.00. 


Wyoming 


eT ERIM MA 


Directeur General Par Interim 
Banque De Commerce Et D'Affaires, 
Afrique Centrale/De L'Ouest 
Rénumération excellente (devise forte) plus bonnes 
| conditions d'expatriation. Notre client, une des premiéres 

|! banques internationales, recherche un directeur de banque 
dynamique et plein de ressources ayant déjà prouvé sa 
compétence dans le milieu bancaire de commerce, d'affaires 
et de clientèle institutionelle dans les économies en voie de 
dévéloppement. Une expérience africaine est requise. Un fort 

| intérét dans le marketing, renforcé par de bonnes 
compétences dans la gestion de crédit et de direction 
operationnelle, sont indispensables afin de developper une 

| base etablie de comptes de clients institutionels majeurs et $ 

| d'exploiter librement de nouvelles opportunités. | 

| Durée de mission de 12 mois offrant des perspectives à long 
terme. 

Merci d'appeler Norma au bureau de Charles Poole au 

(Afrique du Sud) 27 11 269 8712 / Telecopie 27 11 269 8712 


| Les candidatures emanant indiferement d'hommes ou de femmes sont les bievenues 
et serout traitees egalement. - 


EU 












j]RarES TO THE US: | > 


UK. ........17¢) 





. Most new customers are 

















France......25€ referred by satisfied 
Germany ....22€ NewWorld users 
italy........32€| | 
i d Now earn 20% by 
jJNetherlands. . 25€ referring a friend 


.. {Switzerland . . 26€ 
: Brazil. 2.2... 63€ : umerous Special Services Included | 


- No Extra Charge - 









44.171.360.5037 Fax: 44.171.360.5036 
newworldtele.com http://www.newworldtele.com 


g Business to Business agents welcome 
 . 201-287-8400 | 





Q£tttü&Rsuitc&iijoNs 






1402 TEANECK ROAD + SUITE 114 + TEANECK, NEW JERSEY + @7666 E 





CUT THE COST OF YOUR 
STAY IN LONDON 









INCORPORATE IN USA | 
OR PHONE 


TYPICAL INCORPORATING FEES 


Comforiable self-contained serviced studio fats | 
i» Knightsbridge near Harrods, fully equipped | 
kitehen-dinefte, bathroom, phone, satelite TV. | 

central heating, elevator, maid service, resident 
| manager. Suit 1-2 persons, Brochure by Air-Mail: 

Knightsbridge Service Apartments 
45 Ennismore Gardens, 
London SW7 7AQ. 
TEL: 0171 584 4123. Fax: 0171 584 9058. 
info@ksfiats.demon.co.uk 

www. ksflats.demon.co.uk 













Psychometric Assessment 
for Management Selection 
and Development 


FOXX 


ASSOCIATES LIMITED 
Begsinest Paosckaologísts 

14 Rocks Lane, London SW13 ODB. 
Tel «44 (0)181 878 2213 Fax: +44 (0)181 878 
7286Email: Foxx Compuberve.com 





2nd PASSPORTS 


OFFSHORE COMPANIES fi 


Maritime International Ltd. - 
Bay View Place, Crosbies | 

St. John’s, Antigua, West Indies 

Tel: +1(268)461-2024 Fax: +1(268)462-2718 | 





http//www.milonline.com 
"A decade of confidential service" 


wae | search for prospective immigrants. Very 
..| reasonable fees. Leonard Simcoe, Ref. | 
“TE, 1255 Laird Bivd., #208, Mt, Royal, 
“| Quebec, Canada H3P 27). Fax (514) 
. 1 739 0795. Emait: LSimcoeQicsi.com 

| htip//users.ycs.net.B5/simcoe 


Hold your meetings 
at 
The Centre of 
Heathrow Airport 


19 meeting rooms 
Conference Suite 
seating 60 theatre 
style 





Internet Access 


| Video & Audio Conferencing 


Business Lounge with refreshments 


TeL +44 (0) 181 759 2434 


Web Site: http: / 





LIN R. SING 


Canadian (iizenship & lumigration 
510-4999 Ste-Catherine St. West 
Montreal, Of, Canada, H3Z. PTS 


| Scholarships. Business. Medical bills. 


Email: maritime@candw.ag | 





FREE CASH GRANTS! College. 


Never. Repay. Toll Free 1-800-218- 


9000 Ext. G-4265 US Only. 





PRIVATE ASSET MANAGEMENT in 


Switzerland: for confidential service 


| please fax to *41 - 1 - 267 60 93 


internet: www.heniey-partner.com/kam 





GOVT FORECLOSED homes from 
pennies on $1. Delinquent Tax, 
Repo's, REO's. Your Area. Toll Free 
(1) 800-218-9000 Ext H-4265 for 
current listings. 





2ND PASSPORTS / Driver's Licences 
i Degrees / Camouflage Passports / 13 
Countries / Secret Bank A/Cs / Awards. 
GMC, Fax $3120-5241407, E-Mail: 
100413. 3245@compuserve.com, 
hito/Avww.global-mnoney.com 





MIGRATION 




















"U.S. IM. 









. We specialise in finding jobs, businesses or 
‘properties which allow you to-qualify for a 
| visa, and our associate attorneys handle the 
visa processing. To learn how we can help 
you, phone us at QUI 954-424-6071 
Management Consulting USA Inc. 
1802 N. University Drive, 
Suite 100A, 
0 Ft Lauderdale, Fl, 33322. 









| IMMIGRATION TO CANADA. 
| Canadian immigration Lawyer will 
prepare Visa application and conduct job 








AT & SERVICE St 
S" Modern, comfortable 
Serviced Apartments offering Best Value for Money. 
 Unbeatatée location in South Kensington. 
2 person apartment from £70 per ian 
4 person apartment from £115. per night 















+ 


wase the dbehenuk W 


site 


"Canada's leading internet law firm” —— 


World Wide Web Site: httzp:/vvew.sing 
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PUBLISH YOUR WORK 










T3 7 | ^ Poetry 
i companies world-wide | AUTHORS WOeLO GS 
| . formation and administration | 
of companies opening of bank accounts 

| tel/fax/mail forwarding services 








MINERVA PRESS 


: | LAVECO-GROUP Hei Office 


| Clos de Saignie, Sark, 
United KingdomOY9 OSF 
Raymond feny Gibson Fax: +44- 1481-832 351 1 4 
Hungary LAV ECO Kit-Main Costomer Service | 
| 33a Raday str; Budapest, Hungary 1092 
Contact languages: English, French. 42 OVINGTON SQUARE 
oe Russian, Bulgarian ai KNIGHTSBRIDGE SW3 {LN 
Tek 436-1-216-$4-13-Fax: 436-121 7-44-14 baa kth sie. FAX, OFS 2012 
[ Romania- -LAV ECO [Romania srd AN Web Site: HITP:/ /membe: 
Str. lasilor 8-1, bloc G, se HI, ap.29. | | HB AERIS TURAE 
Cluj-Napoca, Romania | 
Contact languages: German, Engish, Hungarian M 
Tei 480-92-326 329-Fax- 440-64-134 229 
C5 Far East-Export and Import Bank Corp. 
Contact languages: English, Russian 
Tek +742: STET hob Fr 4743- FAL AT A 








Get The Facts... 





OFFSHORE 
COMPANIES 


NOMINEE & MANAGEMENT SERVICES 
AVARABLE — 






BVI £275 
GIBRALTAR £275 
ISLE OF MAN £275 
IRISH £275 
BAHAMAS £275 


OTHER JURISDICTIONS AVAILABLE 


just call our t24 Hour 
fax-on-demand number 


at 1 (246) 432-1596 
and request Document #2, 
Or visit our website at 


| http://www.intwealth.com 
Our office is located at 

15 Dairy Meadows, St. fames, 

Barbados, West Indies. 


PROFESSIONAL SERVICE PROVIDED BY | 
IN HOUSE LAWYERS & ACCOUNTANTS 
CREDIT CARDS ACCEPTED 


FIDUCIARY MANAGEMENT 
SERVICES LIMITED 
13WIMPOLE STREET 
LONDON W1M TAB 
TEL: 0171 436 8100 
| FAX: 0171 436 8188 


Form3tpFiduciary.Co.uk 
iduciaryGroup.com 


pbersnone ‘COMPANIES. | 
a BI PLANNING. o 



















INTERNATIONAL TAX PLANNING 
l We can provide innovative solutions to your complex tax problems. 

We can assist you in setting up and managing a structure to help you achieve 
| substantial tax savings. 






1 planning and trusts or to arrange a discussion, all free of obligation or | 
charge, please contact your most convenient ICSL office. Alternatively, 
| visit our Web Site at http;/www.ICSL, com. 


HONG KONG - Simon Hanley 
tet: +852 2542 4177 fax. +852 2545 0550 
. Emal: Ak@ICSL.com 


ISLE OF MAN ~ Diane Dentith 


LONDON ~ Peyman Zia 


Email: UK@ICSL.com 


Emaih ait: fom@ICSL. com — Email tci@ICSL.com 
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| NEW AUTHORS] 
| ALL SUBJECTS CONSIDERED:| 


IFiction, non fiction, Biography. Religious, | 


| WIDE INVITED. 
| WRITE OR SEND YOUR MANUSCRIPT TO:-| 


[2 OLD BROMPTON RD. LONDON SW? 300. 


LUXURY SERVICED APARTMENTS NEAR HARRODS |l 

CHOOSE FROM A SELECTION OF erAUTIEULDY M 

APPOINTED STUDIO AND ONE BEDROOM 
APARTMENTS IN KNIGHTSBRIDGE 


J ALL FULLY EQUIPPED WITH MODERN FACILITIES 








| Before You Go Offshore, 























M Since 1977. The ICSL. Group has s spec ialised in advising on the use of offshore M 
companies and trusts to achi ieve personal and Corporate tax sávings. | 


To receive our explanatory booklet on offshore and international tax | 







tot: +44 1714934244 ra +44171 491 0606 | 


: AMERICAS ~ Paul Winder! 
. i +441624801801 Fox +44 1624 B01B00 1416499462828 Fa +1 649946 2825 














WORLD WIDE 


OCRA Word Wide is a marter of the Estate and 
Sengsrat Group extabbshed in T35 


OFFSHORE 
SOLUTIONS 
FROM THE 
WORLDS No 1 
PROVIDER 


| Since 1975 our world wide staff 
] o! over 300 multi-disciplined | 
Ii professionals including lawyers, | 
| Chartered accountants, chartered H 
secretaries, economists and ff 
[| bankers have been providing | 

| innovative solutions in the field HI 
fy o! international tax and asset dT | 
f] protection planning using all of the fF | 
Ii major low tax areas. j 
































SCF is one of the words largest tax 
planning practices. Fully owned and 
B operated by lawyers and accountant: 

| All our consultants are professionally $ AOS 
trained and will ensure your affairs wil: 
be dealt with in an atmosphere ofi 
utmost n and confi cody 


= PROVIDE: es 












^ Rar. 













"LOWEST 1" YEAR 
& ANNUAL FEES 
GUARANTEED 


For confidentia & friendly 
LONDON OFFICE 
90-100 SYDNEY ST, 
CHELSEA LONDON, 
SW3 6NJ 
TEL: : 171-352 2274 
| FAX: + 171-873 9688 
| E E-mail: offshore ?scfgroup.com | 
FREEPHONE: 0800 262 856 
www.scfgroup.com 
DUBLIN OFFICE 
827-29 LWR PEMBROKE ST, DUBLIN 2 
TEL: + 353-1-662 1388 
FAX: + 353-1-662 1554 
E- ne kipapi jolie 









Companies available 
from US$350 


LUXEMBOURG SINGAPORE 

f f Eveline Karis Diana Bean 

Be el +352 224 286 Tei: «65 535 33B2 

B Fax «352 224 287 Fax: +85 535 3901 

l$ FINLAND HONG KONG 

i jenny Kompulainen. Raymond Choi 

| Tet 4358 9 5960 2569 MBA MUA (Dip) 

ER Fax +358 9 6969 2565 Tar «852 25220172 
| HUNGARY Fax. +852 25211190 

I Laszlo Kiss BSc (Econ) SHANGHAI 

FE fe: 0361351 9989 Bart Dekker uM 

E Fax: +36 1351 9958 Tel «B6 21 6248 4355 B] 

il cyprus Fax. «86 21 6248 1421 RI 

El Chris Vassiliades USA 

Attorney-at-Law Kevin Mirecki 


Tek «3572473211 —— Tet «1714 864 3344 IH E Athens, emus Lisbon, Monaco Moscow, | 
BI fax: +357 2 462463 Fax: +) 714 854 6967 | 


| dE "85d — 5 | 
| For Immediate service and [E For a free colour brochure on | 
| brochure pisi tact: |g how you can save taxes please | 
nba —— i comp lete this Coupon below: 
ISLE OF MAN - C W FORSTER i 
OVERSEAS COMPANY | 
REGISTRATION AGENTS LTD | 
| PO Box 55, Ramsey, : 
į isle of Man, Great Britain, IM99 4EE f 
i E-mail: economist@ocra.com 
TEL: +44 1624 815544 
FAX: +44 1624 817080 
LONDON - RICHARD COOK, asc HI 
Tel +446 171 355 1086. Fax +44 171 499 4973 
902 SERTIFICATED 



























































































www.ocra.com 
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ECONOMIC INDICATORS 


SEE Plug z —— | 
OUTPUT, DEMAND AND JOBS Italy's Gp growth rate slowed to 1.1% in the year to the | 
second quarter. Its industrial output growth declined to an annual rate of 1.3% in July. Spain's 








COMMODITY PRICE INDEX 
Cotton growers in China, In- 
12-month Gpr growth was unchanged at 3.9% in the second quarter. Japan's retail salesfellby | dia, Indonesia, Pakistan and Egypt face a 
3-7% in the year to July; in France, they grew by 2.9%. loss of exports if the European Commis- 
sion's temporary 12% anti-dumping tariff 











% change at annual rate Econom 
| eb . "Spee seed LAM o [coh exports of unbleached cotton cloth to 
3 3mths! 1year 1998 1999 Zeist 1 year 1 year latest yearago the EU is approved for a further five years; 
| | Australia +31 «39Q +30 +27 +65 +42 Q) + 28 Q2 81A 87 it may not be, because most EU members 
i Austria na «42Q +28 +29 140 +52 May + 34 May 45% 44 oppose it. The tariff aims to protect cotton 
. Belgium +58 + 46 Q) ed28. 927 na * 61 jw + 46 May 136 Aug 141 spinners in France, but textile manufac- 
à Britain *22 +430 Q2% «22 «11 +21 fil Jul +29 Aug 62 uh 73 turers, who rely on cheap imports of cloth, 
k Canada + 9B. 4.31 Q4 + 32 + 25 +30 +24 im + 36 iv 83 Aug 90 | would suffer. World cotton output is ex- 
b Denmark t2 9 37 QI +28 +24 186 +47 in 07 ju 65 wu 80 pected to fall by 6% this : ason. Chinese 
| France +28 + 30 Q2 +29 + 28 +42 +53 un + 29 wl 118 ii 125 | od s has bee h b floods hil 
" Germany +04 +1792 +25 +27 +40 +25 t 12 i 109 aug 117 production has been hurt by S, whe 
j^ italy — €21 «15.9 *»2! «28 «36 413 mJ E 12 Ne i24 aw 122 | America’s droughtshrivelled crop could 
| Japan -33 -18Q 17 +04 "5 -92 wu 37 hi 41) 34 be down by 27%, making it the smallest in 
Netherlands +28 +3492 +36 + 33 +03 + 35 wn + 16 Ap 4! augt 56 | nine years. Cotton is also losing ground to 
Spain +36 +39 Q2 +38 + 37 +43 + 84 jun na 186 wit 210 cheaper synthetic fibres. 
Sweden +78 «410 +29 +230 +80 + 71 juh +31 x 73 Aw’ B5 
| Switzerland +13 +2202 +20 «20 na «103 Q^ — + 29 Ww 34 Ax 50 1990-100 * change on 
| United States * 16 + 36 m +33 +22 18 + 31 Aug + 76 jun 45 Aug 49 Sep 15th Sep 22nd* one one 
| 






















| 
i : vU . | month year 
` "Not seasonally adjusted ' Average of latest 3 months compared with average of preeous 3 months, at annual iate. iNew senes SMay-Jul, claimant count t z= 
fate 4.6% in August. * *Jun-Aug | Dollar index 
d FIL-II XE" : i i | All items 87 0 86 2 32 -211 
1 PRICES AND WAGES America's 12-month rate of consumer-price inflation slowed slightly | food 981 0587 18 33. 305 
~ in August, to 1.6%. In the same month inflation also eased in Canada, to 0.8% German work- ganas : 
. ers received a pay rise of 1.5% in the year to July, a real increase of 0.6%, and Japanese wages All 72.3 759 31 -217 
A | fell by 2.4%, a real decline of 2.3%. | Nfat 89 2 888  - 42 - 183 
= | | | Metals 701 68 1 21 -243 
| % change at annual rate The Economist poll Sterling index 
| Consumer prices* consumer prices forecast Producer prices* Wages/earnings | All items 92 8 9} 3 58 -245 
| 3mths! 1 year 1998 — 1999 3 mths? 1 year 3mths! — 1 year Food 104 6 103 9 59 -239 
Australia +24 +07 @ +11 +22 +13 +11 Q +05 +28% Industrials 
Austria 04 +09 ax elt +15 30 - 09 Aw na na Al 824 80.4 $7 -251 
Belgium t 17. + 04 Aug +13 +16 +09 - 01 ow +33 «230 Nfa? 95 1 941 - 68 -217 
Britain +27 +33 Aw +31 +27 04 +0545 ¢34 +47 wn Metals 748 722 48 -275 
| Canada +04 +08 Aw +12 +18 +12 +03 w +24 +26 | SDRindex Ys 
| Denmark +25 «18 +20 +26 04 O05 wi +50 +42 ro | Allitems 86 0 856 - 61 27 
France m +07 Aw +09 +14 20 0.7 jun e 18. «24 aw |! Food 9/0 973 62 211 
Germany +21 + 08 Aug #11) + 14 58 3.5 Aug na +15 i Industnals 
Italy +12 + 19 Aug +18 20 13 + 03 jul +21 +21 w All /65 45.3 6.0 22.3 
Japan +04 -Oli +03 -03 +28 - 02 Ax na -24m Nfa? 88.2 88.1 71 -188 
Netherlands O8 +17 Ay +22 +23 28' -12 w +30 «31» | Metals 69.4 676 S! -248 
Spain +23 «21 Ag *20 +24 12 -02w +32 +209 | Gold 
i. Sweden ona nil Aug *06 +11 27 RET +88 + 31 wure | $per oz 289.70 289 4*5 + 22 99 
T Switzerland m 01! Aug *02 +09 18 19 Aug nd + 05 1997 Crude oil North Sea Brent 
= United States +22 + 16 Ax +17 +24 + 01 08 ag +37 *42 Aw $ per barrel — 1314 1433 +137 -237 
E. i * Not veasonially adyusted  Averaue Of latest 3 montis Campared with average of previous 3 months, al annual fate ** New senes | *Proveional t Non food agr uitu aly 
= | E - beoe « e 
E" MIMMIGRATION According to a report ———————————— ————— —— m = 
^ by the oecp, member countries of the Foreign citizens 
y: Paris-based club have tightened their con- as *6 of total population 


trols on illegal immigration and reduced C 1986 um 1996 
legal migration in the past four years. Even 
SO, in 1996 foreigners accounted for a 
higher proportion of the population in 
most OECD countries than they did ten 
years ago. Luxembourg is the top importer 
of people: more than one person in three 
living in the Grand Duchy hails from out- 
side it. Most people migrating do so to join 
relatives already living abroad, although 
there has been an increase in the propor- 
tion of migrants seeking temporary em- 
ployment, especially in skilled jobs. The 
proportion of foreigners in selfemploy- 
ment is also rising. And more women are 
| now seeking work abroad. 
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STOCKMARKETS Tokyo slumped to a 12-year low on September 21st. London, Copenha- | @ SHARES Stockmarkets in smaller de- 
gen, Zurich and Vienna hit lows for the year, then rallied on hopes of an American interest- veloped countries have not been spared 
rate cut. New York rose 3.3% on September 23rd. Paris fell by 7.9% over the week. the recent worldwide turbulence in share 
Share price indices dí dienga on prices. Finland is the star performer 























eee. 0 A dl 
1998 p er. xcd Dec 31st 1997 among the countries in the chart, up by 
Sep 23rd —— high low week year high in local ns 29%S0 far this year. This compares with an 
Australia 25736 2,8814 2.4582 08 71 10.7 a ee sa of 3% in Morgan Stanley Capital 
373 881 4582 + 0 5 E — 712. ioci i ape : 
Austria 11173 16286 10733 - 25 -213 287 = 137 - 80 — omen hoi woud 
Belgium 30536 3,632! 24050 ex +278 -159 + 263 +344 rkets. 
Britain 52147 61790 49903 - 15 + 27 -196 4 15 . 38 | land's economy, now one of the fastest- 
Canada 8OIST — 782.3 55907 — * 18| -142  -231 - 102 &à— 158 | growing in Europe. However, the impor- 
Denmark 5904 778.8 5765 - 42 - 53 AMA. - 27 —6s5 | tance of its trade with Russia has been a 
See ey ae | 33 | * Ema ss = i sns -219 + 125 — *196 | factorinthe HEXSS decline from its peak in 
Germany ; . d - 3 +146 ~ 239 + 106 * 79 : : 
11963 1,6544 1,0532 - 66 +206 23 + 13$ 204 | re D deiode canto a ‘ 
137898! 17,2643 13,5973 - 29 - 25.1 -646 - 96 -138 i á s 
Netherlands 9706 13156 892.0 - $5 + 72 2282 + 62 ;15;5 | Market is the dog, down by 38% this year. 
Spain 711 947.6 632.6 2-13 +130 -250 + 124 se The crisis in Asia and falling commodity 
Sweden 29300 39556 28531 - 29 - 94  -259  - 23 - 23 prices have hurt New Zealand's exports 
Swizerand — 6.245 — 84120 — 60215 — - 58 | +103 — "248 + 09 +55 | and pushed its economy into recession. 
United States 8,154.4 9,338.0 7,539.1 + 08 + 3.1 -127 + 31 + 3! Investors in New Zealand have also been 
World* 9873 — 11430 896.5 - 08 * 29 -BSF + 


54 + 54 8o z 
Morgan Stanley Capital Intemational index includes above markets and eight others, in dollar terms. " September 22nd unnerved by splits in the country's coali- 
—— '——wmum-—-  — — ———————————— uon government. 
MONEY AND INTEREST RATES In the week to September 23rd American government- 
bond prices rose on nervousness in the equity markets ahead of the Clinton video; the yield 


on the 30-year benchmark fell to almost 5% but rose on the recovery in share prices. 





$ terms, Jan 1st 1998=100 




















Money supply* Interest rates % p.a. (Sep 23rd 1998) 
% rise on yearago over-  3-mth money market banks bond yields E 
narrow broad night latest year ago prime gov't? corporate 3mths bonds 
Australia +95 +64 hi 498 5.00 465 8.75 5.22 5.89 5.00 5.06 
Austria +74 «20 wi 3.38 3.55 3.50 6.50 4.22 na na 7.78 
Belgium -16 +55 jun 3.66 3.56 3.59 725 4.24 6.25 3.56 382 
Britain +62 +88 Ag 7.63 7.38 725 8.50 5.05 5.60 7.36 5.30 
Canada siii +41 Aag 565 5.19 2.90 750 507 +641* 550 5.05 
Denmark na +53 MW 425 4325 369 7.25 4.75 7.35 5.13 482 
France 485 +45 wi 3.38 348 3.35 6.55 4.08 443 347 377 
Germany 459 +40 Aug 3.39 347 3.31 5.05 392 4.11 3.47 3.75 
Italy 4124 495 i 5.06 494 6.05 7.88 4 44 4.78 481 4.08 
+80 +39 Aug 0.23? 0.33* 0.48 1.50 0.93 1.02* 0.20 0.67 
Netherlands 461 +484 Jul 250. 375 3.32 525 4.08 467 381 3.84 
4108 «01 Aug 433 431 5.13 7.00 4.35 455 4.31 3.88 
Sweden +64 +39 Ag 4.10 423 412 472 4 80 5.25 4.35 4.50 
Switzerland +52 +12 ki 1,44 1.56 1.44 3.25 283 3.19 1.50 eM C 
United States - 0! +94 Aug 5.44 5.32 5.49 850 467 657 S44 456 p 


United States — —O! 3 *9.4 Aug 999 Ani 
f Ten-year bond rates (United States 30-year 5.16%, Japan No.203 0.8996 new benchmark). tSept 22nd 


*Narrow M1 except Britan MO, broad M2 or M3 except Britain M4. Sources: Banco Ambroveneto, Banco Bilbao Vizcaya, Belgian Bankers Assn, Chase 
Manhattan, CA ® Investment Bank, Commerzbank, Crédit Lyonnais, Credit Suisse First Boston, Den Danske, Deutsche, Generale. | P. Morgan, Paribas, Royal 
Bank of Canada, SE-Banken, Svenska Handelsbanken, WEFA Group, Westpac. DatastreamACV Rates cannot be construed as banks’ offers. 


ERIS d os 
| | Source DatastreamACV NH mi Malo ts 
TRADE. EXCHANGE RATES AND RESERVES America’s merchandise-trade deficit rose slightly in July: the 12-month total widened to 
$224.4 billion. Under a new accounting system, Britain’s current account was in surplus in the second quarter, making a 12-month surplus 
of $6.8 billion. The yen’s trade-weighted exchange rate fell by 1.0% in the week to September 23rd; the Australian dollar fell by 1.9%. 
































Trade balance’, $bn Current account, $bn Exchange rate Currency units per $ Currency units Foreign reserves? $bn 

latest latest 12 latest 12 mths trade-weighted" Sep23rd year ago per per per per latest year ago 

month months Sep 23rd year ago £ DM ecu euro% 
Australia -054m - 28 - 162 Q2 76.7 908 173 1.39 291 102 2001 2 MO 154. 
Austria - 03349 - 55 - 33) 1040 | 1023 119 12.5 200 704 138 138 208 rt — 216 - 
Belgium + 1.01 Feb + 134 + 13.5 Mar 1038 1026 348 364 586 206 405 405 199 wi — 161 
Britain -237 wn - 271 + 68 Qz* 1030 1003 059 062 - C250) 08 - "0 31.1 May 355 
Canada +104 + 15 = 13.1 Q 772 . 845 153 139 257 090 178 178 223 — 194 
Denmark * 028) + 28 + 05q 1075 1040 642 6.74 1080 381 748 7.50 32!» 164. 
Frane — «234  * 286 + 383 Jun 1074 105.0 566 595 952 335 659 658 365 Apr — 302 
Germany £712 +751 + 05 wl 1059 1030 169 — 177 2.84 = 196: —196 79.1 wi — 780 
Italy + 2.30 n + 273 + 29.1 May 76.8 763 1667 1730 2,805 988 1,942 1,945 425 49 
Japan £978). 410175 41124 iui 117 — 1281 136 120 229 808 159 — 157 2064)4 — 221! -— 
Netherlands + 113 Ma* + 162 + 206 QI 1034 1014 190 — 200 320 — 113. . 242. 3121 2244 — 259 - 
Spain. -160).n - 195 + 64 hn 778 77.0 ^ M3 M9 241 —— 849 167 167 680 ui — 646 
Sweden $1563 + 175 + 5.4 Wl 81.6 875 793 756 133 470 924 920 127 n — 143 
Switzerland + 0.25 ui + 02 + 22.1 Q2 1081 1063 — 140 146 235 X083 à (1763 10 343 wi — 342 - 
United States -20.94 jul — -2244 -1864 Q2 1102 1051 : - 168 X059 116 117 $607). 551! 


—HMÀ— 


£0.98 ENS LLLA ——MM—MM——À. SEL UNI Y2- 78 
* Australia, Britain, France, Canada, Japan and United States imports fab, exports fob. All others tiffob *1990=100, Bank of England Excluding gold. IMF definition 
SForward rates for delivery January 151 1999, calculated by I.P Morgan. §§Not seasonally adjusted * *New senes 
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EMERGIN G-MARKET INDICATORS 





B WOMEN IN POLITICS Sweden has 
the highest proportion of female lawmak- 
ers, according to the United Nations' Hu- 
man Development Report. Four out of ten 
members of the Swedish parliament are 
women. In the other Nordic countries— 
Norway, Finland and Denmark—at least 
_ three in ten parliamentarians are female. 
In emerging economies, South Africa has 
the biggest share of women in parliament: 
24%. At the other extreme are Singapore, 
South Korea and Turkey, where less than 
5% of lawmakers are women. The report 
ranks countries using an index of “gender 
empowerment”. This includes different 
measures of female participation as deci- 
| sion-makers in politics and business, such 
as the share of seats in parliament held by 
women, their share of administrators and 
managers, and their share of earned in- 
come. Overall, Nordic countries rank 
highest on this index too. Some develop- 
ing countries do better than rich ones. 
Trinidad and Tobago, for instance, is 
ahead of Britain; China and Mexico are 
ahead of Japan; and Cuba and Costa Rica 
out-empower France and Israel. 
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ECONOMY Russia’s GDP slumped by 8.2% in the year to August. In the year to July it had 
fallen by just 4.5%. Poland's economy grew by 5.3% in the 12 months to the second quarter; 
but that is slower than its annual growth rate of 6.5% in the first quarter. Hong Kong's 12- 
month rate of consumer-price inflation slowed to 2.7% in August; Malaysia's fell to 5.6%. 





































































































% change on year earlier Latest 12 months, $bn Foreign reserves, $bn 
‘GDP industrial Consumer Trade Current Latest Year ago 
production prices balance account 
China + 68 @ +79 me - 14 +46.0 Aug «297 1997 140.6 ww 126.0 
Hong Kong 50Q -40q + 274g  -155M - 61:9 95 mw 817 
inda — + SO 199% 17  * 24 -76m  -$62r 2404 263 
indonesia — - 620! -30% + 81249 5192 Ww - 210 180 in 203 
Malaysia NS 68 o? - 80 Ni + 5.6 Aug + 78 lu - 4B i997 —. 197 wa 253 ^ 
Philippines 12 o -105 wu + 105 Aw - $489 -380\ 90 mm 98 
Singapore +1602 ##-62m  - 04x + 12 Ml +14402 71.9? my goat 
South Korea  - 6602-129 m+ 6949 $278 Aw +281 45.1 Ax 39 
Taiwan E52 46g + Osas + 69 Ax +550 86.4 888 
Tb  - 0470 -oma « 760m 2 68h ^» 42909- 260 wi 294 
Argentina + 69 a +27 wg + 1.1 Aug - 57 w 2120 225 wi 19.6 
Ban ti‘ CS - 04 + 3645  - 68A -3259 702 4 588 
Chile _ +54 +O9m + 529 - 36 Ax 580 151 wm — 170 
Colombia - eo 57 QV PK + 17 T + 18.9 Aug - 32 NM - 56:9 87 hal ^o. 39 
Mexico + 43 a * 54M + 15S ay -52m -13.1 @ 312 246 
Venezuela à 5150. | fe.) ethan. «UMS. I3.60MD . Iba . 155 
Greece + 3.5 1997 + 68 va + 50A — -179 ww - 4B ww 187 jun |. 154 
israel + 200 + 07 lun + 32 us; - 67 ^e - 3,1 91 214 4 —— 18 pr 
Portugal —— «37: «09x. + 3JlAg —-104 Mw | -73u ë 1563 150 
South Afrka — « 04q - 40m + 76g + 15m -190) 43m 42 
Turkey «269g +10 + Bl Av -Mide ——dia..-288. — MAE 
Czech Republic - 249 * 61M + 94A - 2.6 Aug -16qQq M4 A — 112 
Hungary +4901 160. + 135 Ax : 15i  -1l»  102w» 84 
Poland — +530 «614g + 113 us (-116 ii - 39.4 243 mn 194 
Nea ——-— — 82 Ac -liS e 4218555 «Ox. «330 138 . 202 


*Estimate ‘includes gold. t Visible and invisible trade balance. SNew senes Year beginning Apn! Ist 
FINANCIAL MARKETS Economic and political uncertainty dragged most Asian markets 
lower in the week to September 23rd. Jakarta fell by 9.9% and Seoul by 6.8%. But investors 
were more encouraged by prospects in Thailand; Bangkok rose by 5.8%. Moscow fell by 19.0% 








_ as the rouble drifted lower. The Colombian peso fell to a record low of 1,565 to the dollar, 













































































Currency units Interest rates — Stockmarkets % change on 

| per$ perf short-term —- Sep 23rd _ Dec 31st 1997 
Sep 23rd yearago Sep 23rd % p.a. one in local ins 

week currency terms 

China 828 829 139 8.10 1,308.0 -18 e 39 + 39 
HongKong —— 775 774 130 942 75044 245. a 339 .- 300 
India ee.) — 3*2 —"& $9. 31H84 071 — MS -2. 

Indonesia 11,075 — 3,000 18633 5670 2623 -99  - 347  - 676 

Malaysia — 380 306, - 639 — — 3238 —  —— SSE -48 367  - 352 
Mea — 48 35 1253. 3 - Q7 —14 - HSSU-AMOI. 

Singapore 173 15) 2.91 478 9010  -48  - Aii = 425 
South Korea é 1.402 — 914 — 23598 1050 2919  - 68  - 224 - 62 

Hw — $— 34? . 285 — 583 69 .  B9MI Di. = 138 3- 199 
Thailand 40.4 351 680 11.00 2318. | a 5&8 c 379 - 20 

Argentina — 1.00 100 1.68 22 90 399 ! + 83 - 419 - 419 
Brazil —— 118 —— 110 1.99 345 — 339050 tr iy iS om 
Chile - 68 44 — 788. 1774  — 3284 EEZ -= 315 — 359 
Colombia — 1,565 1249 2,633 3693 82004-2574 25 — - 432 = 9295 
Mexico — 1014 183 — 17! 37 60 3,902 2 +143 - 254  - 407 

Venezuela "Uses eg 99 0H 3,366.1 +145 63 = 853 

Greece — — 3— 29! 280 489 13.86 2,141.1 - 37 + 447 + 413 

israel 384 349 646 793 HS — -17 «« 86 ——.B 
Portugal — 173 180. 291 42A . |. 49009 — -93 + 138 2010 

South Africa 596 469 1003 2098 /— $0639 ee na oe = 3x3 
Turkey 277,000 172,955 466,025 8000 2804 — 4129  - 304 - 480 

Czech Republic — 305 33! 514 13 62 368.6 - 33 = 66 155 
A. 2 —w 15 39 ° 816 4094. “tar” = T - 5333 
Poland —— 358 — 342 603 1838 123499 —-88 Ge 188 - Ur 
Russia 15.90 $87 — 28075 . 8000 —  —4J-. MAD OIR.MAÓ — CAS 


Sources: National statistics offices, central banks and stock exchanges, Datastream/IC V, Ef, Reuters, Warburg Dillon Read; J.P Morgan, Hong Kong 
Monetary Authority, Centre for Monitoring Indian Economy; Bank Negara Indonesia, Malayan Banking, Philippines National Economic and Development 
Authority, Hoare Govett Ana, FIEL; Banng Securities; Merrill Lynch, Bank Leumi Le-hraet, Standard Bank Group, Akbank; Bank Ekspres, Deutsche Sank, 
Russian Economic Trends 
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SOME OF ITT INDUSTRIES’ THOUSANDS OF ENGINEERS FROM AROUND THE WORLD, LED BY TRAVIS ENGEN 


"We're here to tell you the real story about ITT Industries. e stands for products that 
are ‘engineered for life.’ We desig ct tal | ts that 


! 1 | 
| | 


the world a better 


place in which to live. Beca | | «esiti hanare natians 
nave durable irrigation systen Ce! | polics WONS IN night vision, and 
compute! DIN al Pat M av that. if it's 
made DV IT tries 11 | / 1 maray 


Travis Engen, Aeronautical Engineer, Chairman, President and Chief Executive Officer 
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Engineered for life 





Sometimes the answer to an obvious problem isnt found in : 


obvious place. The editors of the Economist Intelligence Units Healthca 
international reports will testify to that. 

Each quarter they uncover new trends and technologies in t 
most unlikely places. The US Army is a fine example. 

With 8 million people to care for, costs are as critical here as th 
are in civilian medicine. However, the army, unrestrained by patie 
litigation, has been able to forge ahead with the development 
technologv that spreads expertise and saves time. 

The introduction of video conferencing allows consultants bas« 
in one country to examine patients in another. 


Sophisticated “telepresenee equipment enables specialists 





erform not only tests by remote control but delicate surgery as well. 


And home diagnostic systems using telephone or cable television 
nes permit at-risk patients to monitor themselves. avoiding the 
stly and time-wasting routine of hospital check-ups. 

Clearly the potential for such technology in civilian medicine is 
iormous, but if it had not been for Healthcare international civilian 
edicine might still not have known about it. 

It is one of many reports published by the Economist Intelligence 
nit. For further details of them all. simply visit our website at 
tp://www.eiu.com or call Amy Ha in Hong Kong on (852) 2802 7288 
‘Lela Abdullah in Singapore on (65) 536 2240. a 


They are just what the doctor ordered. &/ligence Unit 


PROVIDING CROSS-BORDER 
FINANCING SOLUTIONS FOR OUR 
LEADING CLIENTS 


qwelstra 


Telstra Corporation 
Limited 


DM 1,000,000,000 
5.125% Eurobonds Due 2008 
Joint Lead Manager 


Arni 


Sfr 300,000,000 
3.375% Bonds Due 2005 
Bookrunner 


CREDIT 


Teleggin 


Telecom New Zealand 
Finance Limited 


US$ 150,000,000 
6.2595 Restricted Capital Securities 
Redeemable 2003 
Bookrunner 
US$ 150,000,000 
6.50% Restricted Capital Securities 
Redeemable 2008 
Bookrunnetr 


February 1998 
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Whether it be in the Deutsche Mark or Swiss Franc international bond markets or the U.S. market for 
structured capital securities, Credit Suisse First Boston continues to provide cross-border financing 
solutions for our leading clients around the world. This global fixed income structuring and execution 
expertise is what our clients have come to expect from a leading global investment bank. 


CREDIT | FIRST 
BOSTON 


